Chapter 36

1.

Look at Table 36.1 reproduced below and answer the questions.

Quarterly Economic Growth in G7 Countries, 2006-2009.

Country Q4 Q1: Q2 Q3: Q4 Q1: Q2 Q32 04 Q1. Qz:

2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009
Canada 05 0.9 1.0 0.5 0.3 0.2 0.1 0.1 09 1.6 09
France 0.7 0.7 0.4 0.7 0.3 0.5 —=0.b: =0.2 —1.4 =1.3 0.3
Germany 1.0 0.3 0.3 0.8 0.1 1.6 =0.68 0.3 =24 —85h 0.3
Italy 0.9 0.3 0.1 0.2 —04 g5 - Q8 08 21 2.7 05
Japan 0.8 Gt =il =y 0.8 i b et 1 [ I ef e sy = b | 0.9
UK 0.8 0.7 0.6 0.5 0.5 0.8 -01 —-07 —18 —24 —-07
us 07 03 08 09 05 —-02 04 —07 —14-16 —0.3

Source: OECD (http://stats.oecd.org/index.aspx) accessed September 14, 2009

Which country was the first to enter recession and when?

From the data, which country suffered the most severe recession and why?

Is it inevitable that a period of rising house prices will suffer a correction?

Why did the market for credit default swaps seem to be associated with lower risk?

Briefly describe the main stages to show how an increase in defaults on sub-prime
mortgages led to the financial crisis.
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