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The Great Depression

How did the great depression start?
@ What was happening in 1928 and 19297
@ What was FED's reaction? What does this mean?

@ What share of the banks collapsed? What impact does this have on
financial intermediation?

@ Does this have effects on the production side? By how much have the
investment declined?

@ What helped the crisis go longer than usual?
e What happens when prices go down sharply?

@ What was the unemployment rate?
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The Great Depression: US Industrial Output Decline
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Financial Crises in the Rest of the World

Latin America

© Washington consensus of 1990: deregulation, liberalization,
privatization

@ Large inflow of capital and credit + bad supervision
© Non-performing credits increased

@ Banks decreased crediting

© Economy stagnated

Exacerbating factor: The Government.
O large budget deficits
@ foreign investors refuse to lend + increased interest rates
© the G forces local investors to lend but does not repay back

@ net worth of local investors and banks goes down
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