The 1997 Asian Financial Crisis (Tom Yum Kung Crisis)

Explain the cause(s) or the story behind the recession.

. The. Asian. financial. crisis. began. wilh. a. secies.of assed. bubbles... Gronth. in.the
resion’s..expart. economies. led. fo.high levels.of. foreign. direct. investment. . which.in..
turn Jed 1. snaring..real_estate. values, bolder. corporate spending,and even large
p.ub.li.c...iv.\fmrkm.d.ure..p.m;e.d.s.,..H.eowy..bmm.wj.ng.fmm..b.aw.ks...p.mvided..masi..af .....
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...... Kmday....i.nvc.s.llo.r.s...and..e.a.s.y....'fn.tlj.ng...Qﬂen..l.e.a.d.J‘a...redured..i.vnw.simen.z‘...@ua.liiy.,.qnd..
exeexd..capacidy. soan.began. fo.how.in. these.economics...The. V.S, Federal Reserve.
Alsa. began to.roise..ifs. interest. rafes..avound. this fime.to.counteract. inflation,.
which. led o less. attractive. exports.and less. forsign. invertment....................
.The. tipping. poin]. was the realization. by. Thailond s jnvettors. fhal the. rale.of.....
appreciation.in that. country’s. property. macket values.had.stalled . and.iks. peice.eels
were. unsstainable... Mber. Hat, currency. fraders. began. attacking. the. Thai halt k..
peg.futhe. VA5 dolla. This. proved successful and the.curreney. was. eventually fhated
.and...de.va.lue.d......Fo.lloniwg..}.kis..d.ev.ol.lu.aﬁow..,.oib.er...Asi.aw..cu.rr.e.n.ci.cs..:‘mcludi.ng...ige....
Malaysian. ringait, Indonesian..rupiah.,.and Sngapore dolar. all move. sharply.lover.
These. devaluations. led.to. high. inflation. and. a host.of problems that. sprend a8
wide as South Korea and Japan.

What happened to GDP (or growth rate), unemployment, and inflation of affected counties?

.The. IME. ceguired. e countvies. to.adhere. do.strict. conditions.,. inchiding...
higher. faxes..reduced. public.spending., privatization.of. stale zommed.........
businesses.pand. higher. interest. rales.designed 4o.coal the ovechented.......
efonomies..dme. other. vestrichions. reyuired. countries do.chse. liguid financial
inslilutions. withou. concern. fur. jobs. lost. By. 1992, many. of Hhe countes...
the..coisis..affected. shoned. signs.of. recovery. and.resumed. gross. domestic
product (0P growth.



