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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 of it is the recent one of
this century.

It is known that Basel Convention in
part of its articles state that banks are
not allowed to lend beyond a certain
ratio of its capital and reserves in
order for these banks to operate
harmoniously without 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
freely without any supervision
or control from Federal Reserve
Council (Central Bank), and due to
absence of this authority banks have
expanded uncontrollably in lending
with the objective to make more
profits regardless of any foreseeable
risks.

In fact one of the 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
situation to stop more deterioration

to the American economy by
adapting emergency rescue plan
and implement package of financial
reforms.

No doubt that the whole world is
affected by this crisis especially the
developing and under developing
countries which are seriously
affected his crisis warning them
with more problems and economic

hardships.
As far as our country is connected
most observes, researchers and

economists report that the Yemeni
economy in general and banks in
particular are not severely affected
by this crisis due to the limited
investments abroad and limited
integration of the Yemeni economy
in the world economy.

This crisis has undoubtedly proved
failure of the unilateral financial
system and the necessity to look for
new multilateral system.

In this respect many economists
and financial specialists called for
the Islamic financial and banking
system to be considered as one
of the alternatives to reform the
international financial system.

Ahmed Mohd AL-Ashwal

; ExCerpts out of

the crisis

Bank of England reduced
interest rate to100%
1%

The American economy
shrieked by 6.20% in the

last quarter of.2008

Unemployment ratio in

the Euro zone increased
from 8.1% t0.8.2%

Total deposﬁts of swiss

National Bank decreased

by 1.2% trillion usd.

3.6 million people lost

their jobs in USA raising

unemployment ratio to

- 7.6% | L
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