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World caught in huge cash crisis 

Stories about money problems in the UK have been hitting the headlines for weeks, but now the whole world seems to be in the middle of a huge cash crisis. 
It might seem odd, but it's all to do with banks running out of money. 

As well as lending money to people and businesses, banks around the world have always lent cash to each other too. 

But too many American banks lent money to people who couldn't pay it back, which means some banks have now run out of cash and can't lend to each other. 

As a result, the global financial system has almost come to a standstill. 

	


Things were supposed to improve on Monday night, after America came up with a rescue plan. 

The idea was for the American government to give a staggering $700 billion (£380 billion) to stop banks over there running out of money and help them start lending to each other again. 

Bankers thought this would help to sort everything out. 

But loads of people thought it was the banks' fault they'd ended up in a mess and didn't think it was a good idea to give them loads of cash - especially as it would be coming from some of the taxes ordinary Americans have to pay. 

In the end, American politicians said no to the rescue plan, but now financial people aren't sure what to do next and they're worried things could get a lot worse. ***[note: A rescue plan was passed in the U.S. shortly after this was written]***
Solution 
	


But how does all this affect you? Well, if banks don't have enough money, everyone feels the pinch. Some companies can't survive without being able to borrow money, which means people could lose their jobs. It's also harder for ordinary people to borrow cash to buy big things like a home or a car. 

That's why everyone wants a solution to this crisis fast - and all eyes are on America to see if they can come up with one. 
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Economy Won't Be Sunk By Wall Street's Storm

The Tampa Tribune
By: anonymous editorial
Published: October 7, 2008

It's a wild ride, but the nation's economy isn't going to keep going down, down, down.

Investors know that the Federal Reserve is simply not going to let banks run out of money. And there is still room to cut interest rates, if necessary.

The overwhelming majority of homes are not in foreclosure and their owners are not going to miss a payment.

Credit may be harder to get for a while, but the problem will be self-correcting once integrity returns to the lending agencies. If California or any other state temporarily runs short of money, Uncle Sam will give it a loan.

Our houses may be worth less than last year, but no one with any sense ever expected housing prices to keep accelerating ahead of wages forever. When a middle-income worker cannot hope to afford a middle-class house, a correction is overdue.

Many people are afraid to spend money right now, but they'll regain their nerve as soon as they're confident they're not losing their jobs and life savings in some sort of mysterious meltdown.

All the ingredients for a robust economic rebound remain firmly in place. Local banks are still open for business. ATM machines remain full of $20 bills. Most businesses are honestly and competently managed. All the government institutions supporting the economy and the rule of law are functioning smoothly, including the police and courts.

Sure there is plenty to worry about, including the cost of the congressional rescue plan. The wars in Iraq and Afghanistan have eliminated what we once described as a peace dividend.

Taxpayers now understand that war can't be fought cost-free, and President Bush is realizing the same thing. He stopped golfing, explaining how "playing golf during a war sends the wrong signal."

It's a useful signal to send. Whether you're fighting a war or buying a highway or a house, sooner or later you have to pay the full price.

And it's true, as Pope Benedict XVI points out, that "we are now seeing, in the collapse of major banks, that money vanishes. It is nothing."

It's a healthy reminder that money doesn't build families and nations. The important ingredients are hard work, love, faith, generosity, patriotism and hope. Remember too that homes don't vanish even if they are repossessed. When one business closes, an opportunity opens for someone else.

The initial sell-off of stocks Monday followed a worldwide panic about what British Prime Minister Gordon Brown calls "the first truly global financial crisis."  What the world is experiencing is more of a correction than a crash. As always, the optimists returned to the market Monday and most of them, eventually, will be glad they did.
Excerpt from: 

Global Financial Crisis 2008

by Anup Shah 

Sunday, October 05, 2008

Following a period of economic boom, a financial bubble—global in scope—has now burst.

A collapse of the US sub-prime mortgage market and the reversal of the housing boom in other industrialized economies have had a ripple effect around the world. Furthermore, other weaknesses in the global financial system have surfaced. 

On the one hand many people are concerned that those responsible for the financial problems are the ones being bailed out, while on the other hand, a global financial meltdown will affect the livelihoods of almost everyone in an increasingly inter-connected world. 

While much mainstream media attention is on the details of the financial crisis, and some of its causes, it also needs to be put into context (though not diminishing its severity).

Almost daily, some half of humanity or more, suffer a daily financial crisis of poverty. In poorer countries, poverty is not always the fault of the individual alone, but a combination of personal, regional, national, and importantly international influences. There is little in the way of bail out for these people, many of whom are not to blame for their own predicament, unlike with the financial crisis.

The poorer countries do get foreign aid from richer nations, but it cannot be expected that current levels of aid (low as they actually are) can be maintained as donor nations themselves go through financial crisis. 

While the media’s attention is on the global financial crisis (which predominantly affects the wealthy and middle classes), the effects of the global food crisis, which predominantly affects the poorer and working classes) seems to have fallen off the radar. The two are in fact inter-related issues, both have their causes rooted in the fundamental problems associated with a neoliberal, one-size-fits-all, economic agenda imposed on virtually the entire world.

Excerpt from: 

The North Wind, a student newspaper of Northern Michigan University : Economic crisis of our own making

By: Claire Abent
Posted: 10/2/08


As a college student, I don't have a lot of money in my savings account, nor do I have a mortgage, a retirement plan or a diversified stock portfolio. I don't even possess a credit card.

Growing up in a fiscally conservative household, talk of the economy often floated around. As of late, that talk has turned to the impending troubles that the American economy might soon face, but I never paid much attention to it.

That was until recently, when financial giants with household names, such as Fannie May and Freddie Mac, had to be rescued by our government. The events that ensued were even more depressing. 

As I watched these stories unfold on CNN, I realized that America might really be screwed.

I feel like the sudden downturn in the economy has been a long time coming and that we have brought it on ourselves. Should we have seen our impending economic doom approaching? Absolutely. 

For too long, we have lived with an "anything goes" mentality towards the economy, and that will no longer suffice to keep us going. Frivolous overspending, living beyond our means and conspicuous consumption have caused us, as a country, to travel down this path. Perhaps we just didn't notice because we were glued to our iPods and cell phones. Or perhaps it is because Americans are bred to believe that our economy is not only superior to all others, but also infallible. 

Over the past few years, it has been too easy for financial institutions to lend too much money. The appeal of credit cards, especially to young people, is vast. The seeming advance of "free" money is tempting to anyone. Not to mention the fact that it has also become completely impossible for the average American to buy a house without borrowing tens of thousands of dollars. 

So while we were busy putting forward an illusion of prosperity, our country slipped deeper into an uncontrolled financial crisis.

We have nothing left to do but continue to sit on our hands and wait for politicians to fix the problems we all caused. I have the feeling we might be waiting awhile.






