Good afternoon, everybody. We’d like to thank you all for being here. My name is --, and my name is--, we are the second year students. We hope that by the end of our presentation you will get enough answers and knowledge about “Financial crisis”.

The purpose of our presentation is to tell you about financial crisis: what is the financial crisis? What reasons influence its development? Consequences of financial crisis. Historical examples. Global financial crisis today. 
Let me start with the definition of the Financial crisis. 

      The term financial crisis is applied broadly to a variety of situations in which some financial institutions or assets suddenly lose a large part of their value.

   In the 19th and early 20th centuries, many financial crises were associated with banking panics, and many recessions coincided with these panics. Other situations that are often called financial crises include stock market crashes and the bursting of other financial bubbles, currency crises, and sovereign defaults.

      Now let’s consider types of financial crises separately:
Banking crises
A bank run (run on the bank) occurs when a large number of depositors withdraw their deposits because they believe the bank may become insolvent. It becomes difficult for the bank to quickly pay back all deposits if these are suddenly demanded, so a run may leave the bank in bankruptcy. In this case many depositors are to lose their savings unless they are covered by deposit insurance.

    A bank panic (banking panic) is a financial crisis that occurs when bank runs are widespread 

· A bank run affects just one bank. A "banking panic" or "bank panic" is a financial crisis that occurs when many banks suffer runs at the same time.

· The bank panic results to a systemic banking crisis. is one where all or almost all of the banking capital in a country is wiped out. The resulting chain of bankruptcies can cause a long economic recession, permanent credit crunch, high fiscal costs and large output losses.   

Speculative bubbles and crashes
Economists say that a financial asset (stock, for example) exhibits a bubble when its price exceeds the present value of the future income (such as interest or dividends that would be received by owning it to maturity, If most market participants buy the asset primarily in hopes of selling it later at a higher price, instead of buying it for the income it will generate, this could be evidence that a bubble is present. If there is a bubble, there is also a risk of a crash in asset prices: market participants will go on buying only as long as they expect others to buy, and when many decide to sell the price will fall. However, it is difficult to tell in practice whether an asset's price actually equals its fundamental value, so it is hard to detect bubbles reliably. Some economists insist that bubbles never or almost never occur.

      Well-known examples of bubbles (or purported bubbles) and crashes in stock prices and other asset prices include the Dutch tulip mania, the Wall Street Crash of 1929, the Japanese property bubble of the 1980s, the crash of the dot-com bubble in 2000-2001, and the now-deflating United States housing bubble.

International financial crises
When a country that maintains a fixed exchange rate is suddenly forced to devalue its currency because of a speculative attack, this is called a currency crisis or balance of payments crisis. When a country fails to pay back its sovereign debt, this is called a sovereign default. While devaluation and default could both be voluntary decisions of the government, they are often perceived to be the involuntary results of a change in investor sentiment that leads to a sudden stop in capital inflows or a sudden increase in capital flight.

      Several currencies that formed part of the European Exchange Rate Mechanism suffered crises in 1992-93 and were forced to devalue or withdraw from the mechanism.

Wider economic crises
Negative GDP growth lasting two or more quarters is called a recession. An especially prolonged recession may be called a depression, while a long period of slow but not necessarily negative growth is sometimes called economic stagnation. Since these phenomena affect much more than the financial system, they are not usually considered financial crises per se. But some economists have argued that many recessions have been caused in large part by financial crises. One important example is the Great Depression, which was preceded in many countries by bank runs and stock market crashes. The subprime mortgage crisis and the bursting of other real estate bubbles around the world was widely expected to lead to recession in the U.S. and a number of other countries in 2008.

      Nonetheless, some economists argue that financial crises may be caused by recessions instead of the other way around. Also, even if a financial crisis is the initial shock that sets off a recession, other factors may be more important in prolonging the recession. In particular, Milton Friedman and Anna Schwartz argued that the initial economic decline associated with the crash of 1929 and the bank panics of the 1930s would not have turned into a prolonged depression if it had not been reinforced by monetary policy mistakes on the part of the Federal Reserve and Ben Bernanke has acknowledged that he agrees.

And now let’s move on to the situation in the world today. What are events that have shaken the worlds financial system?

· The global financial crisis of 2008–2009 emerged [imedj – возник неожиданно] in September 2008 with the failure of several large United States -based financial firms and spread with the insolvency of additional companies, governments in Europe, recession, and declining stock market prices around the globe. Immediately following the bankruptcy.
Development of the crisis
Everything has started with the credit crunch in the USA, when almost all of the  banking capital in the country was wiped out.
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In the fall of 2008, the credit crunch, which had emerged a little more than a year before, ballooned into Wall Street’s biggest crisis since the Great Depression. As hundreds of billions in mortgage-related investments went bad, mighty investment banks that once ruled high finance have crumbled(разрушаться). The nation’s largest insurance company and largest savings and loan both were seized(захвачены, конфискованы) by the government. The channels of credit, the arteries of the global financial system, have been constricted, cutting off (отрезать, выключить) crucial funds to consumers and businesses small and large. 

The USA is a financial center of the world, and certainly, economic problems in this country have affected deterioration of position of other countries. 

· So, the impacts(удары) of economic slowdown  in the USA rapidly developed and spread into a global shock resulting in a number of European bank failures and declines in various stock indexes, and large reductions in the market value of commodities. 

· The crisis led to a liquidity problem and the de-leveraging of financial institutions especially in the United States and Europe, which further accelerated the liquidity crisis, and a decrease in international shipping and commerce. 

· So what is liquidity? 

     Simply put liquidity is a measure of how fast an asset can be converted into cash. Some assets can be quickly converted into cash, such as stocks. Others take time and effort before the become cash, such as the sale of a house. 

· A liquidity crisis exists when someone needs cash and cannot quickly sell assets to generate the cash. 

· This situation may occure because of the confidence(вера) of investors in a value(ценность) of securitized mortgages(закладов) is being lost.

What can be done?
World political leaders and national ministers of finance and central bank directors have coordinated their efforts to reduce fears but the crisis has kept going on and continued changing, developing at the close of October into a currency crisis with investors transferring vast(обширный) 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.

What are the short- and long-term consequences of the financial crisis?

• Slower global economical growth: Global growth stood at 5 percent in 2007, but the IMF expects world growth to slow to 3 percent in 2009.

• Economic contraction (сокращение) in most countries: the  fall of GDP growth.

• Depth of slowdown: Evidence suggests that economic slowdowns preceded by financial stress tend to be more severe.  

• Financial challenges to the governments: If the crisis lingers on, state and local governments, as they try to shore up a new financial arrangements for their operations, may get into !!!!!!!!!!!!!!!!!!!!!!!!!!!!!. 

• Rising unemployment: The IMF also predicts that unemployment in the advanced economies will rise from 5.7 percent in 2008 to 6.5 percent in 2009. 

· Large employment losses in some sectors

· Reduced world trade volume: According to the IMF, the forecast for world trade volume growth (in terms of goods and services) has been revised downwards by 1.9 percentage points to reach 4.1% in 2009, with a likely impact on(удар) labour markets in developing and emerging economies (In Belarus). As a result, it’s a drop in exports, capital inflow, a falloff in investments. 

· Rising income insecurity(небезопасность) and disproportionate impact on low-income groups: During this period the investment and retirement savings of many individuals have lost significant value. 

· Income inequalities (the long term ). The financial crisis may have long lasting effects on vulnerable groups, therefore an existing income inequalities could intensify.

Banking System in European Union is also in Danger

· Let’s look now at the situation in Europe separately:

· Analyzed the figures, we see the fall of economic growth in most countries of Europe. (approximately – приблизительно) 
What is the future? 

«In these difficult times the only certainty about the future is that it is uncertain».

             No one knows when the economic downturn will end or what its ultimate

 impact will be.
· As there is no seeable end of the crisis, the Europeans prefer to keep their wealth in a traditional values – in gold, being correctly.

· The president of Russian federation shows the golden (слиток) to reduce the panic between the people.

