3 type of crisis

Financial crisis: A financial crisis is any of a broad variety of situations in which
some financial assets suddenly lose a large part of their nominal value.
Financial crises include stock market crashes and the bursting of other financial
bubbles, currency crises, and sovereign defaults

Case: Global Financial Crisis 2007-2008

It began in 2007 with a crisis in the subprime mortgage market in the United States,
and developed into a full-blown international banking crisis with the collapse of
investment banks

Before the crisis, some investors and investment funds had predicted the collapse of
the banking system. So they tried to make a option contract with the bank to by
housing bonds, which betted the housing market would down and the bubble would
pop.

Vietnamese: Khdng hoang tai chinh la cac trwrong hop ma lwong Ién céac tai san tai
chinh bj mét gia so véi gia trj thuc cda nd. Khang hodng tai chinh bao gém: Sw sup
dé cua thj trirong ching khoan, kéo theo cac bong bong tai chinh khac, pha sén tai
san cong

Khdng hodng bat dau tir ndm 2007 véi th truong cho vay dwéi chuén tai My, tor d6
phét trién thanh cudc khdng hoang tai chinh quéc té véi s sup dé cda cac ngan
hang. Trwéc khi cuéc khing hodng né ra, cé mét vai nha déu tw va quy dau tw da dw
doéan duoc sw sup dé cda hé thdng ngan hang. Nén ho dé tao ra cac hop déng
quyén chon mua trai phiéu nha dét va ca cuoc thj truong nha dat sé thua va bong
béng nha dét sé vé.

Public debt crisis :Debt crisis is a situation in which a government (nation,
state/province, county, or city etc.) loses the ability of paying back its governmental
debt. When the expenditures of a government are more than its tax revenues for a
prolonged period, the government may enter into a debt crisis.
Various forms of governments finance their expenditures primarily by raising
money through taxation. When tax revenues are insufficient, the government
can make up the difference by issuing debt.
Case Greek Public debt crisis 2008-2012
The Greek crisis started in late 2009, triggered by the turmoil of the world-wide Great
Recession, structural weaknesses in the Greek economy, and lack of monetary
policy flexibility as a member of the Eurozone.The crisis included revelations that
previous data on government debt levels and deficits had been underreported by the
Greek government
Vietnamese: Khidng hodng no  céng la céac truong hop ma khi chinh phd (quéc gia,
bang/tinh, dat nuéc...) khéng con khé ndng hoan tré no chinh phd. Khi dau tw cong
Ién hon nguén thu tir thué kéo dai trong 1 khodng thoi gian, chinh phd sé by roi vao
tinh trang ng’ céng
Nhiéu hinh thirc chinh phd tai tro chi tiéu cda ho chd yéu bang cach huy déng tién
thdng qua thué. Khi doanh thu thué khéng di, chinh phd c6 thé tao ra sw khac biét
bang cach phat hanh no ( ban trai phiéu chinh phd)
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- Banking Crisis: impossible trinity (a.k.a the trilemma).
It is impossible to have all three of the following at the same time:
+ afixed foreign exchange rate
+ free capital movement (absence of capital controls)
+ an independent monetary policy

the Thai government was forced to float the Baht due to lack of foreign currency to support
its currency peg to the U.S. dollar. Capital flight ensued, beginning an international chain
reaction. At the time, Thailand had acquired a burden of foreign debt that made the country
effectively bankrupt even before the collapse of its currency.As the crisis spread, most of
Southeast Asia and Japan saw slumping currencies,devalued stock markets and other asset
prices, and a precipitous rise in private debt.

Thai Lan va mét sé nuéc Béng Nam A da cd gang thuc hién Bé ba chinh sach khong thé
dbng thoi. Ho vira cé dinh gid trj déng tién cda minh vao Dollar My, vira cho phép tw do luu
chuyén vén (tw do hoa tai khodn vén).

Pé bo vé ty gia cé dinh, cac ngén hang trung wong Péng Nam A da thuc hién chinh séch tién té
néi 1éng. Két qua 1a cung tién tdng gay ra strc ép lam phat. Chinh sach v hiéu hda (sterilization
policy) da duoc &p dung dé chéng lam phéat vé hinh trung ddy manh cac dong vén chay vao nén
kinh té.

Rule of game with gold standard

Under the ‘rules of the game’, countries losing gold were supposed to raise their interest
rates and cut their money supply; countries gaining gold were supposed to cut interest rates
and increase their money supply. These rules were intended to restore equilibrium in the
balance of payments fairly quickly. However, the incentive to obey these rules was much
greater for the countries losing gold, who were in danger of running out of foreign exchange
reserves, than for the countries gaining gold. The countries gaining gold could afford to
insulate their domestic economies from its inflationary effects by sterilizing the increase in
their exchange reserves, and often did so; the countries losing reserves could not afford to
sterilize the effects for long. This imparted a deflationary bias to the gold standard system as
a whole. See also sterilization.
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