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Repercussion of world financial
crisis on world economies

History reveals that the world has

witnessed subsequent waves of
financial crisis starting from the year
1934 but the worst and the most
catastrophic ofit is the recent one of
this century.
Il is known that Basel Convention in
part of its articles state that banks are

not allowed to lend beyond a ceftain
ratio of its capital and reserves in
order for these banks t0 operate
harmoniously withcut any financial
problems. And it is the responsibility
of Central Banks to ensure that these

banks are bounding by this ratio.
Unlike USA where banks operate
&eely without any supervision
or control from Federal Reserve
Council (Central Bank), and due to
absence ofthis authority banks have
expanded unconffollably in lending
with the objective to make more
profi ts regardiess of any foreseeable

risks.
In fhct one ofthe main reasons behind
this crisis was what is known as real
estate crisis which has shakened the
pillars of the American financial
system.
The American Federal government

took recovery steps to cope with the

sitsation ts stop more deterioration

to the American economy by
adapting etnergency resclte plan

and implement package of frnancial
rel'orms.

No doubt tlrat the rvhole u'orld is

afl'ected by this crisis especially the

developing and under developing
countries u'hich are seriously
altected his crisis u,arning theln
w'ith more problems and economic
hardships.
As lar as our countr,v is connecled

nrost observes, researchers and

econurists report lhat the Yemeni

economy in general and banks in
particular are not severell' ail'ected

by this crisis due to the limited
investments abroad and limited
irrtcgratiorr ol' tlrc Yu'l'l'icni cconorn)'
in the u,orld economy.
'I'his crisis has unrloubtedly provecl

lailure of the unilateral hnancial
s!'stem and the necessitl,' to look lbr
nerv multi lateral system.
ln this lcspccl rnar)), ce()nolnists

and financial specialists called lirr
the Islanric {rnancial and banking
system to be considered as one

of the alternatives to relbnn the

intemational financial system.

ank of' reduced
interest rate to 100%

can econom.v

by 6.20% in the

ratlo ln
increased

2

of swiss

le lost
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Ahmed Mohd Al-Ashwal

Excerpts out of
the crisis
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