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«The victims of the global financial crisis may 
                                 become not only corporations but also the whole country. » 
                                                                                            P. Smorschkov 


  Introduction

  The whole world is now literally reeling from the word "crisis". It is called the banking crisis, financial crisis, economic crisis in 2008, the global crisis, as well as the crisis in Russia. Media throws more and more negative information, with each passing day analysts' forecasts become more daunting. Today, the words "financial crisis" on the lips of not only business owners and top managers but also among ordinary workers. How much will last and when the crisis ends? What is its cause and what are the ways out of it? In my research, I will try to give answers to these and other questions that are sure to excite everyone now. 
Relevance of the topic is obvious, as the economy of many countries involved in the financial crisis. 

  The purpose of the study is to analyse of the problems of the global financial crisis. 

  Research objectives: 
1. Consider the basic premise of the global financial crisis. 
2. Analyze the causes of the financial crisis in Russia. 
3. Define problems in the financial crisis in Russia. 
4. Provide projections in addressing the global financial crisis. 
 










1. The causes of the global financial crisis 2008-2009.
  Financial crisis – widely interpreted term that is used when the cost of any financial instruments suddenly and sharply decreases in the domestic sense - the lack of money.
  The global financial crisis began in August of 2007 with the collapse of the U.S. mortgage market. 
  The American economic model largely developed by consumers, because consumer spending is formed about 2 / 3 of the GDP of the United States. It is a permanent increase in consumption have created over the last thirty years, GDP growth, incomes and state budget dollars. And if, before the mid-80's, Americans saved about 7-9% of their current income, current savings rate later began steadily to decline, falling below 2001 from 0% (through loans). Subsequently, the savings of a little revived, but in 2005-2006, people will once again stopped to save money and have even begun to spend accumulated in previous years. Did not contribute to savings of Americans, and low interest rates on loans, which are almost unlimited amounts received U.S. banks in the Federal Reserve, which, in turn, led to almost zero, adjusted for inflation, the size of real interest on deposits. 
  It is well known that the main source of funding for the excess costs over the past 30 years in the United States is lending. Since the mid 80's, Americans actually not only did not return credits, and vice versa, to increase their rates that far ahead as the pace of growth in their incomes, and GDP growth. Especially credit growth has begun since the inception of a bubble associated with a sharp increase in the number and the subsequent bankruptcy of so-called "dotcom" in the period from 1998 to 2001. 
  Since then, the debt the bulk of Americans began to grow not only accelerated, but generally in an arithmetic progression with respect to revenue growth. At present, the level of financial commitment the majority of American citizens have already crossed over 140% of their annual income. Only interest payments exceeded 10% of the income of the population - not to mention the return of the principal sums. Obviously, this is at what point could not lead to a situation where the majority of ordinary Americans could no longer take new loans. They have to stop to increase consumption and to begin to deal exclusively with the return of accumulated debts. Many already do this and could not even begun to refuse credit purchase of houses, cars, etc. This, in turn, started to fail the car market, real estate and other sectors of the chain of the U.S. economy. And it could not but lead to a sharp depreciation of the majority of the securities in the U.S. stock market. 
  Naturally, that began with a risky mortgage securities market, which was formed through the securitization of risky mortgages that are issued to needy Americans, the main and almost the only source of income is wages. Loss of work means for this category of Americans lost opportunity to serve commitments on mortgage loans, which means the display of their houses and flats for sale and, as a consequence, given the mass of this phenomenon, a significant drop in their prices. A collapse in prices for mortgage securities led to a cheapening of the assets of a large number of mortgage and investment banks, and then began falling stocks and securities of financial institutions, and then other corporations, and not just in the United States.
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  2. Collapse of «The World’s Central bank»?
  The fact that the postwar world economic system based on the performance of the United States as the central bank in the world. That the dollar has been and still is the main settlement currency in international trade. And while the U.S. share of total world GDP dominated, and the size of international trade was relatively small, the dollar has steadily been serving as a means of payment.
  Status of the world's central banks allowed the U.S. to earn income. Of issue does not backed currency, the U.S. government and all individuals and legal entities of the United States to purchase goods and services virtually anywhere in the world.
  In confirmation of this will bring such data. At present, government debt has exceeded 9.5 trillion U.S. dollars, and after the implementation of the so-called rescue plan U.S. Treasury Secretary Paulson, the debt will exceed 10.5 trillion dollars.
  This release into circulation of dollars has not so simple in nature. The fact is that, due to growth and globalization of world economy and increasing the volume of international trade there is a need for additional funds as a means of payment. If these funds are not enough, their price starts to rise, which causes an increase in the exchange rate of the currency against other currencies. This, in turn, worsens the conditions for exporters and stimulate reduction in price and increase in imports. That is to prevent the growth of the U.S. dollar relative to other currencies, the U.S. government should issue more and more money. A rise in demand for basic resources (oil, metals, food, etc.) from the economies of China, India, Brazil and other countries in the world could not but provoke a rise in their prices and, consequently, the need for yet more working capital needed to ensure payment in international trade.
  In addition, the function of money as means of payment, combined with another function - to be of value. Of course, if you do not have the possibility to store and accumulate some foreign currency, it has no interest and pay it. Here begins a new range of problems in the U.S. economy.
  Share of U.S. dollars, which is temporarily used as a means of payment in international trade, falls on the U.S. stock market that causes the growth of income of ordinary citizens and businesses and the U.S. budget. Thus, the first income receive investment banks offering commissions services on issue of securities and selling them to U.S. and foreign investors (revenues from these services each year represented by the billions and even tens of billions of dollars). Increased demand for securities and prices for them leads to a sharp rise in incomes for all investors.  This, in turn, stimulates the credit for the purchase of these securities.
  On the one hand, the growth of speculative incomes boosted consumer demand, on the other - even more warmed up the U.S. stock market and formed a huge bubble is not backed by real value of the asset. Thus, performing the functions of the central bank of the world, the United States fell into a trap from which it is not so easy to know the way out.
  It is obvious that the world community was faced with a very complex problem. Its essence lies in the fact that even a very economically powerful country is unable to perform the function of the central bank in the world. It is obvious that European countries and the European central bank is not willing to assume such a function. And if someone thinks that the ECB is delighted with the statements of some countries to move in international payments from the U.S. dollar to the euro, it is mistaken. Because there are well aware and the advantages of such a situation, and the enormous risks faced by a united Europe, and their combined economies.





3.  Russia in the global financial crisis
  The first sign of incipient crisis in Russia began to buck the trend on the Russian stock market at the end of May 2008, which moved to a collapse of quotations at the end of July, because, as experts believe, the statements of Prime Minister Vladimir Putin addressed to the management company Mechel in July and political-military action the country's leadership in early August (the Russian-Georgian conflict). 
  The peculiarity of the Russian economy before the crisis was the large amount of external corporate debt with little public debt, and the world's third largest currency reserves of the state. 
  The liquidity crisis in the Russian banks, a sharp drop in stock market indexes MICEX and RTS, falling prices for export products (raw metal) began in October - November 2008 to affect the real economy: the beginning of a sharp decline in industrial production, the first wave of job cuts. December 12, 2008 Deputy Head of MERT Klepach acknowledged that in the IV quarter of 2008, Russia's economy went into recession. December 15, 2008 Klepach statement was refuted by Finance Minister Alexei Kudrin, who had predicted GDP growth in Russia in 2009 to 3%. 
  Government attempts to curb the depreciation of the Russian ruble has led to losses of up to one quarter of international reserves of the Russian Federation. Since the end of November 2008 the financial authorities have started a policy of "soft devaluation of the ruble, which experts say greatly accelerated the decline in industry in November - December 2008, forcing the company to roll production and output current assets in the currency market. 
  According to data published on Jan. 23, 2009 State Statistics Service, in December 2008, a decline in industrial production in Russia reached 10.3% compared to December 2007 (in November - 8.7%), which was the deepest recession in a decade. 

The dynamics of the U.S. dollar against the Russian ruble on 1 April 2008 to April 1, 2010
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4.  The crisis in individual countries.
Map of the global financial crisis in 2008
[image: Мировой финансовый кризис 2008]






· [image: Страны в рецессии]the countries in which the world financial crisis led to a recession
· [image: Страны, сильно пострадавшие из-за кризиса]the countries that are heavily affected by the financial crisis in 2008.

The most affected countries by the financial crisis
1. Latvia
  The most severely affected by the crisis, the economy of Latvia. In 2004, when Latvia joined the European Union, the economy is booming thanks to access to markets in Europe and cheap loans. However, the global economic downturn it has suffered more than others, as promoted by the Government of Latvia's citizens and businesses have taken a huge amount of loans in Europe to finance their growth and are now unable to repay these debts. 
[image: Flag of Latvia.svg]

2. The Seychelles
  The economy of this island nation, which is located in the Indian Ocean, mainly based on tourism and government loans. Even before the global crisis of external debt of the country has become very serious. In 2008, the government was forced to devalue the national currency against the backdrop of a significant increase in inflation and a sharp decline of tourism. [image: Файл:Flag of the Seychelles.svg]

3. Estonia 

  Like Latvia, Estonia's economy was overheated after joining the European Union open access to European markets and cheap loans. Current economic problems of the country suggest that it is unlikely in the near future will go to the euro zone. In addition, Estonia - the leader in terms of unemployment in Europe. 
[image: Flag of Estonia.svg]
4. Iceland 

  In autumn 2008, the three largest banks collapsed, and after them, and the country's economy, and the amount of the loss is so great that the Icelandic government can not save the situation, even with external borrowings. Country is not a member of the European Union and therefore can not rely on financial support from other EU countries. Currently, Iceland is experiencing serious difficulties with inflation and economic depression. 
[image: Flag of Iceland.svg]
5. Ireland

  Until recently, Ireland was one of the most economically successful countries in Europe. However, with the financial crisis in the country a giant burst the bubble of real estate market, and after it collapsed banks and the economy of the country. However, unlike Iceland, the country is a member of the European Union, which includes its support of the EU. 
[image: Flag of Ireland.svg]
6. Venezuela
  On the background of the recent commodity boom, Venezuela pumped into its economy the oil money as fast as she could, what has caused massive inflation, gave rise to numerous economic problems. However, the rise in oil prices probably helped to restore growth of the Venezuelan economy. 
[image: http://www.iconsearch.ru/uploads/icons/finalflags/128x128/venezuela-flag.png]

7. Singapore

  As the world financial and trade center, earlier successful Singapore inevitably became a victim of the global economic crisis. This has led the country to the worst recession in its entire 44-year history. 
[image: Flag of Singapore.svg]
8. Lithuania 

  The situation in Lithuania closely follows the situation of other Baltic states - Estonia and Latvia, but with slightly less disastrous consequences for its economy. 
[image: http://www.iconsearch.ru/uploads/icons/finalflags/128x128/lithuania-flag.png]
9. Ukraine 

  The irresponsible fiscal policies in an overheated before the Ukrainian economy has led to the fact that inflation in the country was the highest in Europe. The country is currently experiencing serious difficulties with inflation and economic recession. 
[image: Flag of Ukraine.svg]

10. Jamaica

  Government of Jamaica has entered a period of global financial crisis with a public debt 113% of the size of its economy. The country is currently experiencing serious difficulties with inflation and economic recession.
[image: Flag of Jamaica.svg]

The most affected countries by the financial crisis

	№
	Country
	Capital
	Inflation (%)
	Economic growth (%)
	Purchasing power (%)
	Population

	1
	Latvia
	Riga
	5
	-17,8
	-13,8
	2 263 000

	2
	The Seychelles
	Victoria
	31,4
	-7,2
	-6
	83 000

	3
	Estonia
	Tallinn
	3,3
	-14,2
	-11,3
	1 343 000

	4
	Iceland
	Reykjavik
	8,5
	-10,5
	-10
	319 000

	5
	Ireland
	Dublin
	1,17
	-12,8
	-11,9
	4 435 000

	6
	Venezuela
	Caracas
	36,8
	2
	-0,4
	28 611 000

	7
	Singapore
	Singapore
	2,5
	-9,6
	-10,6
	4 750 000

	8
	Lithuania
	Vilnius
	5,6
	-10,7
	-5,2
	3 338 000

	9
	Ukraine
	Kiev
	17,3
	-5,1
	+0,5
	45 505 000

	10
	Jamaica
	Kingston
	13,5
	-4
	-2
	2 711 000





5.  Possible ways out of crisis.
  The exit from the current economic situation should be based on the development of measures to overcome the crisis of monetary relations 
  The following measures: 
· First, determine the order of the regular repayment of government debt, with the preparation and signing of the relevant bilateral or multilateral agreements; 
·  Secondly, to develop and approve, on an international level, the payment of public debt, which will be used to force a resolution of the issue of non-payment of debts in respect of countries; 
·  Thirdly, to introduce an order of personal responsibility of the international heads of state of excessive accumulation of external debt.

To mitigate the crisis in the U.S. financial sector, the following activities:

· to establish government control over the operations of stock exchanges;

·  grant to conduct certain transactions on stock exchanges only to civil servants;

·  impose a tax on stock transactions


  Conclusion:
  The global financial crisis is a test not only for our country, but for the whole world. It is difficult to accurately determine the effects of the crisis, much less give it a definite prognosis. Especially now, in the context of global instability, when the global crisis is firmly entrenched in all aspects of management. The economic crisis of 2009 certainly will end, it is difficult to pinpoint when, in 2009, 2010 or perhaps even in 2011, it is safe to say only one thing, we all become stronger and wiser.
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