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Abstract

The financial crisis has already become a cliché. Stories of bank bailouts, job losses
and company closures that were big news in September 2008 are now almost routine.
But one thing we have not known until now is exactly how the shockwaves from the
crisis have travelled around the world, and how big those shocks are going to be.

During the period 2003-2007, the developing counties experienced an impressive
economic boom, growing at a rate of 7% per year. The boom was fuelled by a mix of
three ingredients prevailing in global markets: exceptional financing, high
commodity prices and large flows of remittances. These conditions have been
replaced since September 2008, by the effects of the financial crisis and the worst
recession since the Great Depression.

This paper aims to study the causes of this financial crisis and the impact of this
financial crisis on developing countries. We will begin with the background about
the causes of this financial crisis and the channels of transmission of the crisis. In the
final section this paper discusses the impact of this crisis on the Egyptian economy.
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1. Introduction

Without doubt we are in the middle of a severe financial crisis, the worst sin
great depression. A large part of the wealth we thought we had has evapory, €€ the
example, the value of corporate equities has come down substantially durjp, ed: Or
focade. from $19.4 trillion in 1999 to $15.2 trillion in 2008. Household net 5
the US (including nonprofit organizations) has gone from $42.1 trillion to g5 10 i,
trillion in 2008.1 At the same time, the consumer price index (CPI) increa,sEdg
29% from 1999 to 2008, and the number of households in the US increaseq ¢, 0

million in 2008 from 104 million in 1999. (Jagannathan et al, 2009)

As a result, the net worth per household in real terms (1999 dollars) declineq shy
from $402,000 in 1999 to $343,000 in 2008, i.e., a 15% drop during the past decgph
Averages mask the magnitude of the sufferings of the masses. The unemploymemd :
rate captures the difficult times of the average citizen even better: it has gone yy
from 4.4% in 1999 to 7.2% in 2008 — and is currently estimated to be 9.5% (July

2009.) (Krugman, 2008 ; J agannathan et al, 2009)

This raises the question, why are we in such a financial crisis? The standard ansyg
is easy credit and lax regulation led to the crisis. But then, what caused easy credjf
and lax regulation? According to popular press, it is due to the savings glut in Asi
and the fact that a major part of these savings flow into the US resulting in too mud
money chasing too few opportunities in the US financial system. Why is there too
much saving in Asia and why do those savings flow to the US? Asians just like o
save and Americans just like to consume more! According to this logic all that is
needed to remedy the situation is to induce Asians to save less and consume more.

In this paper we will first examine the causes, effects, policies, and prospects for ti

financial crisis and how the financial crisis led to recession in advanced countries
and a sharp slowdown in emerging markets. The organization of this paper will be!
follows: section 2 shows the causes of the financial crisis, section 3 presents (¢
channels of transmission the crisis. Section 4 shows the impact of this crisis on

Egypt. Section 5 presents the concluding marks.
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Causes of the crisis

veral papers that introduced the Causes of the 3
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U.S. dollar is generally weak, and for Some good reasong:
IR

ined the U S, government financia)|
on Iraq has dral'ne. cially. To date, the Congress has
5 The va;d Jliaost $356 blll_lop dollars, and the Cost of war js escalating. The Cost of war g
pr-(ﬁ)'gz - month or $96 billion a year. The war itself js breeding ground for 4 financia]
$8 bulll

ited States is the greatest debtor ip t'he world, and jts national deb s currently 8.3
The UmThe current national debt does not Include the futyre obligations for Social Security
triltion. T are payments. This does not bode we] for long-term 8rowth in a debt-rigdep

and M;c;lcmaking it more vulnerable to financia] crisis,

econo H

it is i i la
federal deficit is Increasing at. an a
glggf \:ith the rest of the world, This may
U.S. dollar.

Iming rate, not to

mention the unbalanced trade
trigger a global fi

nancial crisis caused by the

Yy Way different? A financial
crisis may be caused by the devaluation of the U.S, dollar.

¢) More and more central banks have announced that they are moving away from the U.S
dollars. Who can blame them? In other words, the

2.The U.S. stock market is still on the upward climb. But the rREIng bunﬁn; aﬁ ha::nai%iﬂ’n”
and aged far toq much, and is now losing its energy. Frankly, how mucl;( tl;:ts ;r ore likely '
ith little room for upward swing, a severe downturn for the stock Ak

. ol e
than not, What £0€s up must come down, and a financial crisis may accompany th
downwarg Swing,
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well. With housing prices continually Spiraling .

: et does not bode « WA 0
= Tiim ouries m}?ir: new records, and one trillion dollars worth gf ll?orctlgages TCporte 1\;&
foreclosures rea” ge year shead, the U.S. housing market may be heading towargg ,

going to be reset in th over as the media would suggegt May

-7 e t be
« _+han-soft landing.” The worse€ may not .
har?ie{V t(];la;f] iiothe isia %“im es, says housing prices fall'30 percer;g ;n alc;ﬁw::m.n, over
Fr??od of about four years. If that is so, this one may still have a long, 10Ng way tg g, o
pe

and a financial crisis may be as inevitable as sunset.
o consumer spending, no economic frowg

major concern for Ben Bernanke, g,
cemn too for a potential financig) Crigig

i ding. N
4. No housing boom, no consumer spending.
Wilthout the boom, there will be a bust: This is the
Federal Reserve Chairman. Shouldn’t it be your con

The U.S. economy depends on consumer spending (70 pf:rcenIh of GDP). Unfonunatel.y,
consumers are not earning any more money. Sp the only way hey can‘?l%;reaAse spending;
by borrowing. And what can they borrow against, except their ozses’ ! € Americap
culture of spending more than they can earn Wliih th; money they don’t have has to comg ,
an end sooner or later. The day of reckoning is inevitable. Hopeﬁilly,. yOu are not one of
those individuals who endorse and perpetuate this f:ulture of unrestrained spending. Be
prepared: any decline in housing may knock the'\.de out of the consumer, and out of the
economy. Expect the unexpected: any downturr'l in the economy may play havoc with your
personal finance. Be prepared for a financial crisis. |

The housing boom has created as much as 43 percent of the new jobs added since 2001, 4,
housing boom cannot last forever. Once it is over, many people may lose both their jobs g
their credit, and in such times what they need most is what most don’t have - savings. Dop|
let yourself be mired in such a dire financial situation.

5. The United States is continuously facing new challenges, not just in the war against
terrorism, but the undermining of its overall economic structure. These challenges may briy
about a financial crisis.

The United States is gradually losing its financial advantage. While Wall Street still
dominates the money world, but not as much as it used to be, now huge fortunes are being
made overseas, thanks to the continual trade surpluses enjoyed by the Asian countries. Th

United States is becoming more dependent on its economic rivals for money, and that is n
good.

3. Channels of transmission of the crisis

A preview of the analysis for this year’s Global Economic Prospects report, to be

publishe.d Dece-mber 9, 2008, shows that real GDP growth will slow down acrosst
developing regions in 2009.
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ol impact of the crisis is less dramatic in the financial sectors of the poorest
«The diTe", <aid Uri Dadush, Director Development Prospects Group, “bul they will
Jniries: theless by slower export growth—global trade is expected to decline by
it neve’ in 2009—reduced remittances by migrant workers, and lower commodity
23 P8t cen! _ ,-12- affect commodity-exporting countries.”
TA) -

ting on the prOjected decline in world trade, which would be the first such

i 1982, Mr. Zoellick said, “One of the primary drivers of this is the credit
drop Sm;‘?;? ;;of jzusr the lack of demand for the product, but there's a big gap in trade

crunch. In 4 it appears, éven working capital for some of the shipping firms. 5o, we
e W orh’f Bank had already expanded a trade finance facility that's a pool to §1.5

e 1 shows the GDP growth forecast for developing countries and these rates
dEireased across all developing regions.

able 1: Real GDP growth forecast for developing regions

r(Il‘,ercentage change from previous year)

= Region R 2008 2009

PE—ast Asia and the Pacific ! 8 g. 6.7§
‘Exrope and Central Asia | 6/ 3.5!
T2t America & Caribbean | 4.5 2.1]
‘i i |
ii;Middle East & North Africa 5.7, 3.5
;TSouth Asia 6.3 5.4
'Sub-Saharan Africa i ‘ 5.4? 4.6

Source: World Bank, 2009

The crisis can be seen as being driven by the reversal of the three positive shocks
that developing countries experienced during the recent booms: rapid growth of
remittances, capital flows and trade. We start with a short look at remittances, where

the information is not abundant. Then we deal more extensively with capital flows
and trade.
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3.1 Remittances
g evidence of reduced dynamism of remitgy,

the case of Latin America, in particular, remittances grew very slowly bog, i %,

and 2008, falling as a proportion of GDP in both years, in sharp contrag; Wi th%

rapid ro;vth earlier in the decade (Griffith-Jones 'an‘d Ocal'npo, 2009). T i i
pd g mes to construction activity, which has beep falli, oy

nsitivity of migrant inco !
sensitivity g be an important explanation for the absolute redyy; 0
l

three years now, seems to . 0
ks 8, but absolute reductions Lo
remittances from the U.S to Mexico 1n 200 are sty an

exception (Lin, 2008).

In contrast, other areas of destinati

For some regions, there is stron

ons of migrants, particularly the gulf coung

continued to boom until the third quarter of 2008, and have experienced n
significant slowdown in remittances yet. This eftfect' SRETILS to have prevaileq Sof,
but is likely to chain as a result of the steep fall in oil prices. Overall, the Worlg '=
Bank has estimated that remittances to the developing world experienced 5 lowe,
but still positive and fairly strong growth in 2008 (7% in 2008 vs. 16% in 2007).’
in 2009 they will face a reduction either small (-1%) or large (-6%) Ral

ie'g’

However,
et al, 2008).

Remittance flows to developing countries are expected to be $304 billion in g
down from an estimated $328 billion in 2008, said the World Bank today, feleasi;g
new migration and remittances brief to coincide with an International Diaspora ang

Development Conference running from July 13-14.

The predicted decline in remittances by -7.3% this year is far smaller than that fy

private flows to developing countries. According to the World Bank, remittances;
relatively resilient because, while new migration flows have declined, the number;
migrants living overseas has been relatively unaffected by the crisis.

However, sources of risk to the outlook include uncertainty about the depth and
duration of the current crisis, unpredictable movements in exchange rates, and the
possibility that immigration controls may be tightened further in major destination

countries.

"There is a risk that rising unemployment will trigger further immigration
restrictions in major destination countries. Such restrictions would.curb remittan
more than forecast and would slow the global recovery in the same way as
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. »” 1 ans
rotectionism against frade would endanger a global upturn, explained H
P

Timmer, Director of the World Bank’s Development Prospects Group.

Remittances have slowed in many corridors since the last quarter of 2008. In lmeic
vith a recent downward revision in the World Bank’s forecast of global econom 1
;rOW'th, the new update (2009-2011) highlights the impact of the present ﬁna.r?la
crisis on the remittance flows and, describes broad regional and country specilic
trends.

Remittance flows to Latin America have been falling in large part because of a
slowdown in the US construction sector. The new forecasts sho_w a -6.9 percent
decline in remittances for the Latin America and Caribbean region. S}Jb-Sahal’an
Africa is also likely to experience a -8.3 percent slowdown in its remittance flows.

However, flows to South Asia and East Asia have been strong; but re.mittapces are
expected to decline somewhat in 2009. India, China and Mexico retain their position
as the top recipients of migrant remittances among developing countries.

Smaller economies such as Tajikistan, Moldova, Tonga, Lesotho, and Guyana are the
top recipients in terms of the share of remittances in GDP; which exceeded a quarter
of their GDP.

"Remittances provide a lifeline to many poor countries. Although they remain
resilient, even a small decline of 7 or 10 percent can pose significant hardships to

the people and to governments, especially those facing external financing gaps.
Reducing remittance fees and developing innovative tools to leverage remittances for
financial inclusion and capital market access should be a part of our response to the

financial crisis,” said Dilip Ratha, Lead Economist in the Development Prospects
Group of the World Bank.

Overall, remittances are likely to show resilience and are, therefore, unlikely to be a
major channel of transmission of the crisis.

3.2 Capital Flows

In contrast, one of the key channels for transmission of the crisis from developed to

developing countries is via private capital flows. The effects take place both through
volumes and associated costs of such flows.
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o T irect Investment (FDI) continued (g .
As regards volur?esta;i élt:;:l:‘gzlsgiak ed from mid 200().t0 mic? 2007, A“:r\\j
through.mos' ?lwi third quarter of 2007 due to the sub-prime crisis, they 4
weakening dUrine ed again during the first quarter of 2008 but dropped very

T;;ﬁiina;dts: ?:il:d qfarter ,£2008 and become negative in some cases dy,
y g

)
last quarter of the year.

In terms of the cost of financing, although spreads for emerglng market bongs -
been increasing since mid 2007, this effect was largfrly counlfnacted by the reductim
of reference interest rates (generally the 10-year .U.b. Treasury bonc%), SO _thal Vielg,
did not show a strong upward trend. It was only in June 2008 that yl'elds INCreageg
substantially and exploded after the global financial meltdown of mid Septembg,
2008.

This behavior of the quantity and price of financial flows has been_a major
mechanism transmitting movements in stock markets from industrial to developingc
ountries. On average, when measured in dollar terms, stock markets have experien

d a stronger contraction in emerging markets since their peak in late October - early
November 2007 than stock markets

This impact of the global financial crisis has been more severe for emerging markel
than for low-income countries, which are less integrated into international private
capital markets. Indeed, capital flows to low-income Africa have been relatively
limited. It is unfortunate, nonetheless, that the bond issuance that some Sub-Sahara
African countries had begun to make has also stopped. Hardest hit were the
transition economies of Central and Eastern Europe, where the combination of
adverse expectations generated by large current account deficits, high vulnerabili!
of the domestic financial system, or both, led to rapid withdrawals of private capit
flows. '.l'he'reversal of portfolio flows in East and South Asia was large and even
surprising in several cases. For South Korea, for example, the Institute of
{)I}te'ma’fional Finance estimates that foreign investors withdrew a massive net %
ilon i 208, ot e i nd T (PRC) s negative pr®

: ica, Brazil and Mexico were hit by losses In

derivative markets and, in the fi |
, ) Irst case, by the unwindi ade. S0
Africa was also severely hit. > OY winding of the carry tr
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which countries are most affected, and why, the following table shows th.e ¥
p | inflows and export earnings in 2008, and the inflows that are now prtsdlcte
g; for 16 low and middle- income countries. We then compared to the inflows
7 ’before the crisis hit, to get an indication of the impact of the crisis so far.
Jlts are in the table below. Every single country in our sample, and sub-

T:g;z;u Africa as a whole, is predicted to see a real drop in inflows between 2007
Snd 2008.

Table 2: Financial inflows and export earnings, 2007-2009 (Current USS,
millions)

— ‘Total Total | | %

t inflows  linflows  change predicted |change ‘
P 2007 2008 2007-08 |inflows 2009 2007-09
<ub.Saharan Aftica | 368,373, 371,536, _ 0.86,  319,077] -13.38
South Afiica _118,022] 95203, -1933]  62,307| -47.21]
Estonia 19,509,  16,052{ -17.72 11,200{ -42.59|
Korea 391,344 391,4371  0.02 243,458] -37.79,
Turkey 167,316 147,738/ -11.70] 109,871 -34.33
'‘Brazl 255,005)  219,845! -13.79]  176,816] -30.66
Russia 481,195 500,475  4.01i 338,667 -29.62
Tndia 247,932 222,.825| -10.13{  175,344] -29.28,
Nigeria 95,500{ 115777, 21.23 71,133] -25.52|
Venezueh 68,934 94,0211 36.39 52,862] -23.32.
'China 1,372,763] 1,446,750, 539, 1,075,844 -21.63
‘Ghana 6,748 6,698  -0.74! 5,260; -22.05:
Jamaica 5,466 5,282  -3.37 4,468, -18.26
‘Malaysia 193,857 199362;  2.84i 161,791 - 16.54
Uganda 'f 4,650 4,601  -1.05! 4,228)  -9.08!
Chile 796190 75.627]  -5.01 74,591]  -6.32
Mali ; 2,7761 2,782 0.22 2,6001 -6.34

Source: Action Aid, March 2009

3.3 Trade

In recent decades, world trade has shown two important characteristics. First of all, it
as tended to expand more rapidly than world production, a process that has been
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rapid diversification in the trade structuf{g. ?:I'(l’}us, during ¢, o |
boom, in 2003-2006, world trade grew at an annual rate ot 3. ;, more thay , j ch“‘ 1
the rate of growth of world output (3.8%). Sec.;ond, these rat;,sho growth hay, ee |
highly elastic to world output through the b‘usmess _cyc.le and have, thereﬁ)re, be & l
more volatile than world production. A major 1mpllcat10p of tbls Character_iStic ien i
that, although trade enhances world business cyclft upswings, it .equally tends i
multiply downswings. Trade volumes contracted in 2001 and will again CONtragy
2009. The growth of trade volume experienced a strong slowdown since d2q i
to a rate of around 2%by September 2008. This rate turned negative in Noven 07,
and December if we are to judge from reports that indicate that even China, the er
dynamic world exporter, experienced negative export growth and even sharpe; m
negative import growth in those months.

accompanied by a

Oy

While this recession in trade volumes will be the main channel of transmissigp
crisis to exporters of manufactures and services (tourism being a major service Ol
export for many developing countries), price developments will dominate t
performance of exporters of primary goods. e
In recent years, the world econ i
, omy experie 1 i
¥y experienced the most impressive commodity

metals), real agricultural pri
s), Prices went only by
‘;vas, In other words, a boom of mineral i(i)tr;eﬂy ok
arra,2008). A. major reflection of thig t’“act is

' ol duiws gricultur
2009, Figure ILs), acturing exporters deteriorated (Unite?iI Ifl);lt)izl;tl:rs

metals, prices boq pecif Propelled by rapid
2 : med. In : lCaHy, the hig} Y rapi
(tjr'ansformaftlon of new pm}':ztstm.ent InCreased, byt therégvl\l, dem.anc! of China for
dlspfoportlon between Suppl Into increageq Supplies, | e Enificant lags intte
tmand for biofue] o8 demang Was more mol;lj L8 casg of agriculture, the
crate, though the growi
s U] growing

ol ¢ S Operated :
ric g
Prices into higher agricultura] psria o o mechanisi of ¢ an

and th
¢ first semestey 0f2008 - ¢ c: S;galgtl:cularly during th
ase of the comm



Additional factors affecting 00|1.1m0dity prices during the latest phase of the boom
were dollar exchange rate volat.llity and financial speculation. These factors resulted
in an unprecedented level of price volatility. The turnaround of price trends took

lace since July for most Com_modities and since August for energy products and
herefore preceded the financial collapse of mid-September. But the worldwide credit
freeze that followed led toa free fall for most commodities. Energy products and
metals, which had experienced the most impressive price boom, were also hit more
severely.

prospects for commodity prices remain poor. They are already below (and, in some
cases, including oil, well below) the most recent projections released by the World
Bank, which forecasted a 25per cent reduction in energy prices in 2009 and 23per
cent fall in non-energy commodity prices (World Bank, 2009, Table 1.4). The fact
that many oil exporting countries and some metal exporters have stabilization funds

in place will serve as an important cushion. For agricultural exporters, such a cushion
does not generally exist.

Falling energy prices bring a major benefit for a significant number of energy
importing developing countries. Indeed, one reason behind the large number of
developing countries with growing current account deficits had been the effect of
high energy prices. So, falling energy prices will affect energy exporting countries
but benefit a relatively large number of energy importing developing countries.
Falling prices will be reflected in reduced investment and economic activity in
commodity dependent developing countries, the number of which is still relatively
large, particularly in Africa, the Middle East, North Africa, and Latin America.
Indeed, low commodity prices will be the major mechanism of transmission of the
world crises to poor countries. For these countries, a major opportunity ahead is to
redesign their trade strategy to reduce their commodity dependence.

4. The impact of the financial crisis on Egypt

Originating from the turmoil of the U.S. financial sector, the financial crisis has
been spreading to most areas in the world, including Egypt. In the second half of
2008, the negative consequences of the financial crisis began to bite the Egyptian
economy in many fields, particularly the prime sectors which contributed to the
country's revenues.

A't the beginning of the financial crisis, Prime Minister Ahmed Nazef has saic.l the
ongoing global crisis could impact his country on three aspects, namely the banking
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- Egypt wa
wth rate of the economy 45 cong
sectors, the stock market anq the gro.. i oy e gl
>[ t the, banking system which experience -
lha X :

i iS1S.
snough to face the challenges of the cris!

is confidence that the Egyptian banking System

Nazef has repeatedly voiced h financial crisis "without any negaas B,

capability of fully absorbing the international
impact."

e

has had calamitous consequences for Egypt's economy g, -
Fril;leli%l;? Z?rlor:; llt:lf::ﬁ force..A parliamentary report released t1n I\:I}?n;h 2009 reveaﬁ"'
that gross domestic product (GDP) groyvth fell to 4.1 pi:cen in lte fatsé Quarter ¢
2008, from 7.2 percent during the previous fiscal year. As s rehs_u of the ContraCtioﬂ‘
up to half a million Egyptians are expected to lose their jobs this year.

Companies suffering losses began restructuring and retrenching staff in late 200g
The first wave of layoffs and cutbacks targeted temporary staff and f?,ctory Worke,
among the lowest paid in the country. Over 100,000 worke‘rs were laid off during
six months ending March 2009, according to a senior official.

Retrenched workers say that managers pressured them into early retirement, or
dismissed them without providing due severance packages continued employmer

Firms have also slashed salaries and bonuses, withdrawn benefits, or transferred
workers to lower-paying positions.

Egypt has committed 5.4 billion dollars to an economic stimulus plan to confront
repercussions of the global financial crisis. The allocation has been earmarked for

infrastructure projects and export subsidies aimed at compensating for falling foreig
direct investment (FDI) and declining overseas demand.

Labour rights groups argue that the government'
creation, bu1_: are backed by a legal framework that protects the interests of the
natlon’s business magnates. Companies have been given broad discretion in handit
their workforce; leaving the door open to abuse.

$ economic policies target job

Egypt's unemployment rate climbed to 9.4 percent in the first quarter of 2009, from
8.8 percent the previous quarter,

The rising rate is a setback to poverty alleviatior

efforts, putting additional burden op the 15 milli ~ 10 POYELNY 0

; the W
dollars per day poverty line. million Egyptians living below

"When GDP growth falls and unempl e uffe
most," says Abdel Fatah EL.G mployment soars, it is always the poor who S

ebaly, an economist at the AJ-Ahram Centre for
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o and Strategic Studies. "The poverty rate in Egypt...will certainly increase as
?o:;:;cit of this crisis.”
1T

jorating economic conditions have compelled workers in many sectors to defy
etezate,s long-Staﬂdmg ban on labour strikes. They say the illegal industrial action
he S

ogsary because the.sta.te colludes with companies to exploit cheap labour, and
i 1_\e;>5 are toothless institutions controlled by the ruling party's cronies.
nio

3
1ing workers have demanded wages and bonuses that have been withheld by
[Sht:ir employers, as well as job security and better working conditions.

[ abour Tights groups have callgd for the government activate two national funds

. tended to support workers laid off as a result of a company's downsizing or going
{nto pankruptcy. Yet both funds were designed in ways that, despite outward
1aI;;pearances, offer workers very little by way of assistance.

One fund may only be activated after a company is bankrupt, liquidated and its
employees are dismissed by a court sentence - and even then is subject to approval.
The other stipulates that in the case of a company's downsizing or closure, retrenched

employees are to receive a monthly disbursement equal to 75 percent of their basic
salary.

And there may be little incentive for the government to mend the holes in its
unemployment assistance programmes. Egypt's 2009-10 state budget forecasts a
deficit of 18 billion dollars, or 8.5 percent of GDP - a 25 percent increase over last
year due to a sharp decline in revenues. Budget committees armed with scalpels

appear unlikely to approve any measures that would increase expenditure.
(END/2009)

However, such impacts has spread to the country's major sources of revenues,

including tourism industry, energy exports, Suez Canal tolls and remittances from
tXpatriate workers.

Tourism industry has always been one of the major industries of Egypt. In 2008, it
‘Q’as feported that some 12.8 million people all over the world travelled to Egypt and

ﬂ:ought some 11 billion U.S. dollars to the country's revenue, or some 8.5 percent of
¢ Egyptian Gross Domestic Product (GDP).

B L . o P . i3
OUt Statistics indicate that the growth rate of foreign tourists has dropped since last
Ctober, The bookin

g rate of the hotels in the Red Sea resorts was only some 40
PeTcent,
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‘ation, increase of fof :
= Assonctlaé:)m;:éred to some ]26 oy,

1ci
tian Travel Ag®!
o the EgyP r%n

According ¢ Jly predicted at

in the next four Yea:
: ast four years. :
in the p mittances from expgtrla}te workers reache
2007-2008, re - orant workers live in Gulf countrieg
ik f the financial crisis,

1s Of

5
) Whi(‘,h,'

he fiscal year of ,
{l}l:i(:n dollars. But most Egyptian © b
); o struggling to get rid of the nega
als

s in Gulf countries have been laid off due to Shrink'mg

tments. It is reported that some 30,000 Egyptian workers in Gulf county;
investments.

joi ed.
expected to return home and join the unemploy

Some Egyptian worke . |
'dIg

ich hit a record 5.2 billion dollars last ye,,
evenue of the Suez Canal, whic o : s hag
E::nrone of the most stable sources of the Egyptlz':m m'come..The re\./enue has ™
dropped recently due to decreased numbers of shlgs via the mternatloqal Watery,
caused by the global crisis and the fears over the pirates off the Somali coagq e,
the Red Sea waters.

According to the state, Suez Canal revenues stood at 301.8 million dollars i,

February, or some 25 percent drop compared to the 408-million-dollar income th
same period of last year.

The Egyptian government has vowed to take measures to boost the

tian gove €conomy grop
rate, but is still facing challenges to ride out the global crisis. i

Conclusions

The recent crisis was initiated as a result the so-

estates i called mortgage crisis, The real

value of the property
. goes up, the ro s
Increase of real estate price, fo Property owner tries to get a new loan dueto

ra
Second class new mortgage. Hence the secondd

NeW mortgages are labeled and i
consid “y .
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