Causes and Consequences
of the Economic Crisis
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1 The Good Years — The Great Moderation

Major Economies Inflation Rates (% on year ago)
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1 The Good Years — The Great Moderation

Central Banks Interest Rates (%)
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1 The Good Years — Reserve Accumulation

Foreign Exchange Reserves (SBn equivalent)
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1 The Search forYield - Subprime Mortgages
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1 The Search forYield - Emerging Markets

Emerging Market Bond Spreads Index
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1 The Search forYield - Emerging Markets

Current Account Balances, % GDP
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An accident waiting to happen?

Unprecedented increase in global liquidity
Flows Into riskier assets
Vulnerability to changing economic environment
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2 Triggers — Mortgage Defaults in US
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http://upload.wikimedia.org/wikipedia/en/4/4c/Foreclosure_Trend_-_2007.png

2 Triggers — Mistrust in the Banking System

LIBOR Spread over Central Banks' Policy Rates (%)
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2 Triggers — Near Bankruptcies
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2 Triggers - Bankruptcies







