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Introduction 
In economics, the Great Depression and the Global Financial Crisis has changed the way economist study economics. The impacts of the Great Depression were adverse, within a short period of time the aggregate output of the world decreased and the standard of living also decreased. In 2008, the United States also experienced the Global Financial Crisis. The effects of the Global Financial Crises were similar and even severe to those that happened in the Great Depression in the year 1930. This paper will address the connection between the great depression and the global financial crises.
History of the great depression
The great depression is an economic downturn that occurred in the western world, this situation lasted for more than 10 years i.e. from 1929-1939. the great depression was activated by the crash of the stock market that occurred in the year 1929, most of the investors who had invested a lot of money in the stock exchange market lost it (Clavin, 2015). After some few years, the consumption and investment declines, the resultant effect of a drop consumption and investment was reduced output and unemployment- many of the industries laid a lot of workers. This was shown by the unemployment rates in the United States, more than 15 million citizens had no job and almost all the bank were failing (Clavin, 2015).
Major causes of the Great Depression
From 1920- 1929 the United States economy was growing rapidly, the wealth doubled, this period was called “roaring twenties.”  People had confidence in the economy and every person channelled their saving to the stock market and a result people the stock market grow to its peak in the year 1929 (Temin, 2017). By this time the rate of unemployment was going up and production was decreasing, and this made the prices of stock prices to rise than there actual value. Most of the sectors in the United States were struggling especially the agricultural sector, this was due to drought and the falling prices of food.  
The American economy started to experience a mild recession in the year 1929. During this time the consumption decreased, and most of the unsold good started to pile, and this forced the industries to reduce the production level. The stock market started to experience some shocks. Investors started selling overpriced shares. On 24th October 1929, the stock market traded 12 million shares. After a period of 5 days another whopping 16 million shares were traded at the end this made the shares worthless and this resulted in a lot of losses. Investors suffered a lot because some of them had bought shares on margin (they had borrowed money) (Temin, 2017).
In addition to the stock prices going down, banks were also suffering, people were not able to pay their debts and the number of foreclosures and repossession increased (Temin, 2017). Since the world uses a gold standard which enables countries to have a fixed exchange rate made the problems on the economy in the United States to spread to other nations’ especially those in Europe.
 The government had tried all the means to reconstruct the economy but they had failed. For example, President Herbert Hoover had tried to come up with programs that would spur economic growth but it failed. Some of these measures included reconstruction Finance Corporation. But when Franklin Roosevelt was elected as the president in 1932 he changed the approach of dealing with the Great Depression (Wallis, 2016). The president believed the government should have minimal interference in the economy but he changed his mind and used the government intervention as the means stabilizing the economy. One of the measures he took is by ordering the Reconstruction Finance Corporation to lead $2 billion to banks, and private companies (Wallis, 2016). When the Roosevelt was re-elected in the year 1933, Congress passed legislation that would help address what was ailing the economy such as unemployment, bank crisis, reduced production by industries. Some of these laws include the Agricultural Adjustment Act which would help improve agricultural output by providing the farmers with subsidies so as to reduce the production cost hence making food more affordable (Bordo, Goldin & White, 2017).  The Civilian Conservation Corps was another law that was implemented by the government. Its objective was to increase employment among the young and single citizens (Bordo, Goldin & White, 2017). 
The National Recovery Act which was responsible for improving the business environment, it set the prices and the wages, and also gave the workers the mandate to form trade unions that would champion their rights (Bordo, Goldin & White, 2017). The Federal Deposit Insurance Corporation which guarantees the citizens that the government would reimburse the money in case the banks closed down. All these measures would help the economy of the United States to recover from the shock of the Great Depression (Bordo, Goldin & White, 2017).
History of Global financial crisis (GFC)
The global financial crisis of 2007-2008 is referred to as the worst financial crisis that has ever occurred in the world since the Great Depression in 1930. Despite the efforts of the treasury and the federal government to control in it still affected the economy. The housing market in the United States was a catalyst for this crisis. At this time many banks closed down and those who did don’t close down dependent on bailouts by the government. The rate of unemployment increased. The recovery process also became very slow.
Causes of the global financial crisis 
Excessive risk-taking
During this time the economy of the United States was experiencing favourable and steady economic growth. The rate of inflation, unemployment and the interest rate were very low. In this kind of economic environment real estate business could thrive and grow even stronger. With the expectation that the house prices would rise in the United States forced the households to borrow so that they would each person would be secure a house (Felton & Reinhart, 2015). Many of the banks and other financial institution thought they were investing a low-risk asset. By giving loans for mortgages they would increase returns than they would in other local markets.
Borrowing by investors and banks.
Since the economy was stable many banks and investors borrowed a lot so that they could increase lending capabilities and also buy mortgage-backed security (Felton & Reinhart, 2015). When you borrow money to buy assets it magnifies the potential loses and profits. Due to this when the houses prices started to fall many investors and banks incurred a lot of loses because they had borrowed too much. To make the matters worse the most of the investors borrowed money for short periods so that they could by the houses that customers were demanding quickly, these made many banks relied on much of these lenders and when the crisis occurred many banks and investors lost (Felton & Reinhart, 2015).
International market involvement 
Since the business was favourable most of the international financial institutions were participants in the real estate in the United States. Most of the banks in the United States banks had operations in other countries. These interconnections provided a channel for the problems of the housing market in the United States to spill over to other countries (Felton & Reinhart, 2015).
Easy access to credit 
During this period the getting credit from the bank was very and this is one of the factors that led to the Global Financial Crisis. The federal rate dropped from six per cent to one per cent this means that the banks have a lot of liquidity to offer loans. Most of the financial institution gave out loans with a lot of confidence that people would repay them with ease.  Banks did give loans without collateral and this is what was referred to as sublime lending. The value of subprime lending in the year 2007 totalled at $1.3 trillion (Felton & Reinhart, 2015).
Comparing the global financial crisis to the Great Depression
 	The global financial crisis and the great depression had so many negative effects on the economy.  Both the economic downturns affect different economies in different ways depending on the strength of their institution and the policies that had been put in place. Some of the major problems that were affected by the global financial crisis and the great depression include:
Production and consumption 
 In a free market system, economies argue that demand and supply must interact to create the equilibrium quantity, equilibrium price. In the year 1920, the economy of the United States was performing well, the production process was functioning very well. People had the income they would be able to demand the goods and services that were offered by many industries (BALI, 2016).  Demand in economics is defined as the willingness and ability to buy the products. The supply side was very effective, many companies were employing a lot of people so that we can be able to increase the production of goods and services. Labour is one of the factors in production alongside technology and was key to the growth of many industries (BALI, 2016).
But when the great depression hit the economy of the United States many things changed. Some of these changes include a decline in production. One of the catalysts of the great depression was a shock in stock prices. Most of the people speculated that there the prices stock would rise and people invested a lot of money which had an overall effect on production and consumption. The same case occurred during the global financial crisis, due to the housing bubble of 2008 investors and other financial institution speculated that the house prices would increase whereas the opposite occurred (BALI, 2016). 
	Many during the great depression had made a lot of losses, this means to reduce the cost of production the firms had to lay down the workers and this increased the number of unemployed people in many countries. In economics, when a bigger percentage of people is not employed it means they don’t have disposable income that will be used to buy goods and services and this will have an overall effect on production (BALI, 2016). 
	The great depression and global financial crisis also affected the banking system.  In the year 1930, the banking sector was failing, due to the shock in the stock market, people made a lot of losses. These means that there was a contraction in the money supply. This effect was caused by high levels of unemployment and a decrease in production. In the year 1932, the United States had more than thirteen million unemployed people. Many people hoarded the money in form of gold and cash because they feared the economy would continue to fail (BALI, 2016). The global financial crisis also affected the banking system in many countries. As noted many financial institutions took the risk to offer mortgages to households, there was an increase in subprime lending during his time. Due to the favourable economic conditions, banks went to borrow short-term loans so that they would increase the lending capability. But with the fall in the prices of housing sector banks made a lot of loses (BALI, 2016).
Foreign Trade
 	The Great Depression and Global Financial Crisis significantly affected international trade. For example, the economy of Australia was greatly affected by the decline in international demand for its products such as textile and farm produced, Canada employed policies that would restrict the human capital from moving from one country to another. The country also enacted protectionist laws that would help spur the economic growth of local industries. Chile was another that was greatly affected by the great depression, according to data their earnings decreased by 27% from the one that was reflected before the Great Depression (BALI, 2016).
[bookmark: _GoBack]  The Global Financial Crisis is no exception, it affected the international trade of many countries. Most countries were experiencing nil of negative economic growth. Most of the international banks and investor had come to invest in the United States housing sector. Most banks only focused on profitable business and forgot other local markets. This means that if many banks did not offer loans to other business because they had focused much profitable business which was real estate. Many firms could not be able to access finances to increase the level of production for exports (BALI, 2016).
The Gross domestic product 
 In economics, the GDP is very important in monitoring the various situation in an economy. GDP involves many aspects such as consumption, government spending, import and exports etc. the effect of the Great Depression was severe to the many countries. The gross domestic of Canada fell to 56% of the previous period. China also suffered the effect of the great depression, the GDP of the country decreased by a total of 14%. The Soviet Union was able to escape the adverse effects of the depression because the country was being run by Marxist principles (BALI, 2016). The effects the Global Financial Crisis are similar to those of the Great depression effect on the world’s economy. Most countries in the world experience or negative growth. For example, the GDP of Japan shrunk by 15.2% while the united kingdom GDP decreased by 7% (BALI, 2016).
Unemployment 
Recession and unemployment have a close relationship, this is because recession can influence the amount of labour that is employed in production. When the demand in an economy decreases firms are forced to lay off workers so as to reduce the cost production. Before the great depression occurred, we had a previous economic downturn that was called the long depression which occurred in 1873 (BALI, 2016). During this period the rate of unemployment was not very severe, this because most of the western countries were experiencing an industrial revolution.  But in the situation of the Global Financial Crisis and the Great Depression, the effects were very severe.  
Most of the countries felt the wrath of the Great Depression in 1930.  For example, a country like Australia had an unemployment rate of 29%. This rate was very high it forced the people to demonstrate and cause civil unrest. The same situation was experienced in Canada which had an unemployment rate of 27 per cent in the year 1933 (BALI, 2016). Chile was also affected by the great recession with the rate of unemployment increasing sharply. Germany also had the same problem with the unemployment rate of 30% in the year 1932. The United States was not an exception, the country had an unemployment rate of 25% in the year 1933 (BALI, 2016).
The high rate of unemployment was also witnessed in the Global Financial Crisis of 2008, due to failure of many financial institutions and other business, many people lost their jobs and this increased the rate of unemployment all over the world. In the United States, the rate of unemployment reached 10% which is the highest record percentage in over thirty years (BALI, 2016). A large number of people also lost their jobs in Europe majorly in Germany and the United Kingdom. The number of people who were unemployed in the whole world increased by 30million people to make a total of 210 million people in the year 2009 (BALI, 2016). To cushion the economy from failing most governments introduced policies such as tax reduction that spur economic growth and create employment opportunities.
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