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Abstract

The literature review included in this study assures that the fast liberalization of all
capital account transactions in the balance of payment, given the current structure of the
international financial system, is extremely dangerous. It was also found that countries
with weak macroeconomic fundamentals which liberalize its financial sectors are more
likely to witness financial crisis. In addition, financial crisis - especially that hits
developing countries and its emerging markets - cannot be avoided by just having good
macroeconomic fundamentals. As given the radical change in the structure of the
international financial system; it can occur due to distortions which the international
financial markets suffer from or as a result of what is called “Contagion Effect”. That is
why in addition to the necessity of having good macroeconomic fundamentals; there is
a great need for reconsidering the structure of the international financial system. Given
all these results, the study tried to analyze the Egyptian experience in managing the
movement of capital flows since the nineties up till now, including all financial crisis
and external shocks that occurred during this period. This analysis was done in order to
help the policy maker in Egypt in managing the financial globalization process in a way
that maximizes its benefits while minimizing its risks.
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Summary

This study tackles the risks of financial globalization that faces emerging markets with
special reference to Egypt in a way to answer the following main question: “Is it
enough to have good macroeconomic fundamentals in order to avoid financial crisis
that hit the developing countries, given the current structure of the international
financial system?”, and “What are the policies that Egypt - as one of the emerging
markets - should follow to minimize the risks of financial globalization while
maximizing its benefits in a way that helps in achieving the goals of economic
growth?”.

In addition to the main question, the study tried to answer the following questions:

e What is meant by financial globalization?

e What are the main benefits and risks of financial globalization?

e To what extent did financial globalization contribute in increasing the
tendency of financial crisis occurrence in the emerging markets?

e To what extent did the “contagion effect” contribute in increasing the
tendency of financial crisis transmission between countries?

e What are the main factors that increase the vulnerability of the developing
countries and the propensity of financial crisis?

e What is the role that governments and financial institutions should play to
avoid financial crisis?

e What are the main lessons that can be drawn from the financial crisis that
happened in some countries such as: Mexico, East Asian countries and
Russia, and that could help the Egyptian policy maker to maximize its
benefits and avoid its risks?

e To what extent did Egypt succeed since the nineties up till now in managing
capital movements in a way that helps in achieving the goals of economic
growth while minimizing the risks that can result from it?. And what was the
main financial crisis and external shocks that the Egyptian economy witness
during this period? And how it was encountered?

The research approaches used in the study varied according to the analysis
requirements. As the comparative approach was used in the part in which the Mexican,
East Asian and Russian financial crisis were analyzed and compared according to their
nature, reasons, results and ways of recovery. Also both The critical analytical approach
and the case study approach were used through the analysis of the Egyptian experience
in managing the movement of capital flows since the nineties up till now.

The study is divided into four chapters: the first chapter gives a theoretical background
about financial globalization through two sections. The first one focuses on the



definition of financial globalization and how to measure it, while the second one
focuses on the different benefits and risks of financial globalization. While in The
second chapter there was a literature review of the relation between financial
globalization on one hand and financial crisis and contagion effect on the other hand
through two sections. The first section analyzes the studies that addressed financial
globalization in general, while the second section focused on the studies that addressed
financial liberalization in Egypt and the Arab world. The third chapter focused on the
financial crisis that happened in some emerging market countries and the lessons drawn
from them through two sections. The first one analyzed three financial crises: the
Mexican crisis (1994), the East Asian countries crisis (1997) and the Russian crisis
(1998), while the second section tried to summarize the lessons that can be drawn from
these crises. Finally, The fourth chapter analyzed the Egyptian experience in managing
the movement of capital flows since the nineties up till now.
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