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Introduction

The crisis of currency is inevitable for any country in the world today.When these situations occur, countries suffer a lot because of the economic stress brought by this cases. A good example is the Great Depression experienced by the United States of America. Currency is as a result of many underlying factors some of which will be analyzed in this paper to get a clear picture of what it means. Also, there is need to understand that currency crisis is not an issue that only affects the specific region, when it occurs, the countries that surround the given state may also be vulnerable to the effects that are caused by the crisis. Therefore, this paper addresses the currency crisis faced by Asia in the year 1997 and how this catastrophe affects the other regions that surround Asia.
Discussion

In the 2nd of July 1997, there was a major economic meltdown that struck the countries that border the Asia regions that devastated the nations in the East of Asia following the collapse of the de facto dollar peg that humbled the Thai Baht. By January the year that followed, the situation escalated to height that has never been witnessed in the history of the Asian economy. The situation was critical and demanded urgent attention to prevent accruing further damages that may be hard to repair (Morley, 2015). There was massive accumulation depression rates which could be estimated to about 50 percent for many of the countries around this region of Asia. The Indonesian Rupiah was the currency that felt most of the weight that this disaster brought. As a result, the currency recorded the worst degree of drop in values. Before the catastrophe struck, the Indonesian rupiah flourished and was ranked sixth among the countries in the East Asia region. The general level of contagion of currency in Asia dropped terribly indication a poor performance of the whole region of Asia as far as the economy of the world is concerned. The cause for the crisis can be attributed to the increased amount of capital in the market for over a short period. This sudden increase in capital led to increase in the interest rate and depression of intense magnitudes in Asia. Between the year 1997 and 1998 there was a progressive plummeting in the stock market in many Asian countries (Fidrmuc, & Korhonen, 2010). The offset of the crisis can be traced back to similar incidents that hit Mexico where the crisis was attributed to be brought by capital account crisis. The crisis in Mexico then stretched to hit some of the countries in South America and in Europe including Russia, Turkey, and Argentina not forgetting Brazil.
 Nonetheless, the contagion with regards to currency crises in regions spreading outside Asia was not limited to specific scope of region that it covered but also in its given speed. Evidently, it was in 1994 when the currency crisis hit Mexico particularly the Mexican Peso. As a result there was major crash of stock in the stock market of Asia brought about by the panicking investors who withdrew to shelter themselves from the economic storms (Burnside, Eichenbaum & Rebelo, 2016). The intensity and the speed of the crash of the stock market was at an alarming rate and no investor was ready to risk all there investment to a crushing system. The withdrawal of the investors added fuel to the already burning stock market and to devastating heights. As a result, economist forecasted that the situation in Mexico would stretch to affect some of the countries that bordered Mexico especially Brazil and Argentina which had flourishing economies. Therefore these counties stated taking measures to counter the effects of the crisis in Mexico. With a boost from the IMF, Argentina successfully counter the ripple effect of the situation in Mexico and did not experience the predicted predicaments. 
However Russia was largely affected by the effect that was brought up when the economy of Mexico was nose-diving towards a total meltdown. This occurred in the year 1998 where default trigger resulted to an increased premium risks in most of the merging markets within the country (Krugman, 2014). However, not all countries faced the wrath of the crises of the currency after it was announced that Russia had fallen succumbed to the pangs of this economic disaster. Notably, there was some level of uniqueness in the currency crisis that struck Asian countries as compared to the original crisis. What struck the experts about the case in the Asian countries is that it occurred within the same period. Also, there was a continuous shift of the conditions within different countries I a very short time. A few days that followed after it was announced that there is a significant currency crisis in Asia, the next most probable event that was to develop was the floatation of the Thai Baht. This prediction was proven when the condition started manifesting itself in the year 1997 on July.  Most of the speculators made a prediction that the crisis would extend its tentacle as attack Indonesia, Philippines and Malaysia. Shortly after these announcements were made, catastrophe struck yet again. This time it was Korea and Hong Kong that were on the receiving end. The intensity and the massive coverage of this attacked made the currency crisis in Asia different from the rest of the currency crises with the speed of the contagion being the most unique attribute. 
Two significant interpretations have been forwarded explain the causes or the resultants of the crises. One of the notions put across is based on a reflection of the economic conditions experienced in the countries that were adversely affected when the tragedy struck. These conditions are said to move the states steps backward regarding their structural distortions but also in their policy distortions. Moreover, these conditions are the reason why these countries have remained inferior in the phase of economic dominance (Krugman, 2014). Before this crisis hit many authors had presented several textual research content that exposes these conditions. They predicted that if such issues are not addressed urgently, the effects would be catastrophic. The occurrence of these currency crises affirms that the poor structural organization of these countries in the limiting factor. Some of the reasons that bring a necessary insight are such as the imposition of strict macroeconomic conditions in these nations to ensure that they avoid further crises from hitting them. Suffering from currency crisis was an indication of the presence of loopholes in the economic system (Grimes, 2011). Also, if the conditions of the neighboring country result to the state suffering the wrath of such financial issues, then they will understand the dynamics that play come to play in the broader world economy. Therefore, both countries, having learned from the experience, will formulate a structural mechanism that will prevent such event in the future. For the countries that lack structural arrangements they would have had their lesson and will consider having a much organized economic structure.

The simultaneous occurrence of the currency crises is as a result of the various economic variables that exists globally. Examples of such variable include the hiking of the global interest rates. This variable is often viewed as a coincidental occurrence. Another notion that may come to play when considering the global variable include the sudden and unwarranted shifts in the expectations present on the market, together with the levels of confidence that come to play. In most cases, this occurs when the conditions cause the investors to panic. Such behaviors may occur even when the status of the market is favorable. It is therefore essential to note that not all such activities should be put into context when explaining this scenario. The reasonable point of view behind such occurrence should put to consideration the fact that the financial market is full of participants who engage in the exchange of the information they possess and the new pieces of information that they come across. An example the new pieces of information that they may share may be concerning a negligible attack on the currency. The sharing of such sensitive information may cause panic and commotion, which will influence the investors to reconsider what they had planned. However, interruptions from the traders of currencies in other given markets it is vital to note that the perception in the market may face. This is a very instrumental tool for prediction of what will happen to currency crises shortly. 
The result of these given effects is the outflow of capital as a sudden attack of the currency in spite of a firm macroeconomic fundamental. The above are some of the reasons that the Asian region underwent the currency crises. In such cases, countries met hardships in managing not only their reserves but also their outflows of capital. The results of this are the intervention of the international community, which is the only help that can rescue the financial troubles that the country is facing (Catão & Milesi-Ferretti, 2014). The international community needs to offer their assistance without placing any conditions on their help. Also, it is of the essence to understand that the investors play a significant role in the currency crises for they are the last people who trigger the final phase on the occurrences of a contagion. The case that occurred in the Asian region is an atypical example where the withdrawal of investors plunged many countries into the currency crises. 
There are numerous numbers of literary materials that offer an in-depth analysis of contagion in currency crises. These textual publications provide the necessary tools that aid in the understanding of the dynamics that revolve around the situation with the contagion. In the Asian region, the bordering states suffered the effects of the contagion as a result of the spreading of the unstable condition of the financial and economic attributes of the market. The first medium that channels the contagion to the neighboring countries is trading (Chang et al., 2009). Asian countries are very active when it comes to trading with different countries within and outside the regions. Trading either different countries provided the path for transferring the crisis for the Asian countries to the other countries. Trade is an aspect of the economy that is not only essential for the growth of a region, but the growth of the global economy at large Economy experts argue that the spread of a currency contagion is stimulated by the fact that countries are interconnected and conduct trading activities with each other. Considering the devaluation resulting from a nation’s decision to shift attention to boosting the degree of competition in that nation, leads may fix the situation. However, the efforts of boosting the competition do not have a permanent effect because of the rigidities that occur nominally (Sevim, 2014). The resultant impact of the nominal rigidness leads to a condition where the trade partners are left in a compromising condition where they cannot compete effectively. With time, the condition will return to its previous state, and the effect brought by involving in the trading activities will be observed. The effects that are as a result of trading activities are not only present mid-run period but may also stretch further  to become the long-run effect. 
The neighboring countries will, therefore, face the full impact of the effect of the crises of the neighboring country to a higher level than the initial condition. The primary factor which leads to the heightening of the situation as compared to the previous condition is the level of competition that is present between the two or more trading countries. The second reason for the occurrence of the contagion in the Asian region was the spillovers brought by the fact that the affected countries had common creditors (Huyghebaert & Wang, 2010). This theory is developed from the fact that there exist regulations within the lending institutions enhance swift liquidity that will provide that capital required to set up the businesses. It is important to consider that if a country influences the economy in such a way that financial institutions experience defaults, these financial institutions will have no other options but to withdraw their investment from the given country and also the neighboring countries to prevent further loss of its assets. This is the main reason why the meltdown of a given company or financial institution in one country will subsequently affect the neighboring countries where these business institutions have invested. Therefore in one way or the other, the surrounding countries will also feel the tequila effect of the crashing economy of its neighbor.
Conclusion

This essay has addressed the major economic disaster that hit most parts of eastern Asia, South America and some parts of Europe. This economic catastrophe was in the form of currency crisis which results in the currency of a given country or region losing its value in the market. This condition is very volatile and can spread over a wide region within a short period. The various circumstances that result in such situations have been analyzed. The paper has also produced the suitable solutions that when applied to this condition, they will restore the normalcy of the economy.
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