The World Economic Crisis

An economic and financial crisis has engulfed the world. Banks have collapsed, stock prices have slumped and there has been an unprecedented decline in economic activity. The crisis began in 2007, in the wake of financial and real estate speculation in the United States, but it came after a long period of international financial instability, trade imbalances and several local or regional crises.
Beginning with failures caused by misapplication of risk controls for bad debts, collateralization of debt insurance and fraud, large financial institutions in the United States and Europe faced a credit crisis and a slowdown in economic activity. By late 2008, the crisis had spread too many countries, resulting in a number of European bank failures and declines in various stock indexes, and large reductions in the market value of equities and commodities.
World political leaders, national ministers of finance and central bank directors coordinated their efforts to reduce fears, but the crisis continued. At the end of October a currency crisis developed, with investors transferring vast capital resources into stronger currencies such as the yen, the dollar and the Swiss franc, leading many emergent economies to seek aid from the International Monetary Fund.

A worsening economic crisis in Pakistan is pushing millions more people into poverty. The crisis began early last year, as democracy was restored after more than eight years of military rule, resulting the Inflation is running at 25 percent, electricity is in short supply, and Pakistan's currency, the rupee, has been devalued 25 percent against the dollar. Investor confidence has fallen so low, police had to surround the Karachi Stock Exchange to protect it from angry investors. The prices of wheat, rice and milk have more than doubled in the last year. Economists warn that prices would spiral even higher if Pakistan defaulted on its foreign debt.
Governments responded with massive emergency measures, but the crisis continued to spread and large numbers of workers have been laid off all over the world. Many see the crisis as an opportunity for renewed regulation and democratic re-structuring of the global economy. But solutions are complicated by the depth of the crisis, by the lack of strong global institutions, and by overlapping crises in the environment, natural resources and global trade.
--THE END--
