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Abstract

Since August 2007, world economy has witnessed an unprecedented financial crisis, witch
was caused by subprime mortgage problem in the United States of America as a result of bad
real estate loans, resulting in reduced demand on the real estate sector; The spread of bad
loans led to the collapse of a large number of world real estates and financial institutions.
Since that date, the crisis has continued growing and spreading to affect all the aspects of
world economy inspite of the international efforts to break them (as the efforts of central
banks in the USA, the European Union, the Asian countries, and the developing countries...).
According to the slow growth rates, deterioration in employment, and differing perceptions on
the future directions of that crisis that is considered complex because it coincided with an
unprecedented volatility in global oil prices, inflation rates, and food prices, it has been
predicted by many experts the entry of the American, then the world economy to a
catastrophic stagnation or recession.

When Arabic economies have been considered a part of the world economy, they have been
influenced by the crisis’s negative repercussion. Therefore, exports to the developed countries
have declined, and the tourism sector has been affected. In addition to the global markets
funding the foreign trade sector, the governments and the private sector have declined.
Besides, the Arabic monetary fund’s composite index has decreased. It measures the Arab
stock markets’ performance altogether by 21.2% to 252.5 points at the end of the third quarter
of 2008 compared with 320.5 points at the second quarter of the same year.

Key words: financial crisis, subprime, bad loans, inflation rates, recession, , the Arabic
monetary fund’s composite index.
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