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A financial crisis is a situation in which the supply of money is outpaced by its demand. There is usually a rapidly dropping of financial institutions value or assets. Short-term and long-term effects are the effects that financial crises have.
In comparing the effects of two financial crises I will look for short-term and long-term effects. One crisis will be from 1997 and one from 2007. The 1997 Asian financial crises are the one I have selected. It was a consequence of devaluations of currency and other events that in the 1997 summer begun and through many Asian markets it spread. In Thailand as a result of the decision of the government to no longer peg to the US dollar local currency, it first failed. The 2007 financial crises are the trust breakdown within the financial system. Subprime mortgage crisis caused. “On the other hand, derivatives caused subprime mortgage crisis.” (Grauwe, 2016)
The 1997 Asian financial crises short-term effects were that income growth rates of the pre-crisis levels dropped to half. As a result of currency devaluation, there was a rise by 10-30 per cent of domestic agricultural prices. The 2007 financial crises short-term effects was that banks were supplies with short-term credit since fed funds lowering was not enough to bank confidence restoring. The long term effects of the 1997 Asian financial crises are that businesses are more cautious, there has resulted in a stronger financial system and the central bank is more cautious. The 2007 financial crises long term effects are that there are more anger and distrust. The possibility of losing the future and huge debts to pay.
The 1997 Asian financial crises impacted the international financial markets in that the International Monetary fund in order to stabilize the currencies of the affected counties, stepped in to initiate programs. On the other hand, the 2007 financial crises on the international financial markets have caused trade flows significant reduction
[bookmark: _GoBack]The 1997 Asian financial crises affected the global stock markets in that there was a massive decline in the currency of the affected countries leading to losses and lack of investments. On the other hand, the crises of 2007 in the global stock market affected it since an economic crisis in many countries was what was resulted. Therefore instability and imbalance dominated. During each crisis, major currencies reacted. During the Asian financial crisis, major currencies initiated support packages which were approved by IMF which went to the countries affected. They were used to supply foreign exchange. In the 2007 financial crisis, major currencies appreciated since the exchange rate increased and this was not expected. “The crisis amplified and transmitted to other economies because of the USD huge demand in other countries.” (Grauwe, 2016)
From the 1997 Asian crisis, the lessons learnt are the taxpayer pays ultimately and struggling banks are sold by the government. About the 2007 financial crises the increase of debt levels and loan requirements reach the lowest common denominator, the housing prices increase reverse course is the lesson learnt (Grauwe, 2016)
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