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RESUME

GLOBAL FINANCIAL INSTABILITY AND
THE PROSPECTS OF GEORGIA

The financial globalization is the basis of economic
globalization and it has both positive and negative
impacts on economic development of national
states. The positive result of the above factor is that
the financial globalization promotes the influx of
foreign capital into a country, which, together with
domestic savings, ensures its economic development.
Moreover, financial globalization is accompanied by
global financial crises affecting the post-soviet states
including Georgia. The first case when Georgia’s
economy was affected took place back in 1998. It
was a currency crisis, which was a result of the 1987
financial crisis in the South-East Asia.

At present, there is a possibility of the US
mortgage crisis affecting Georgia’s banking system,
which can be facilitated by several factors — firstly, the
considerable increase of foreign credits in the credits
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portfolio of the Georgian banking sector; secondly,
the rapid increase of construction, mortgage and
customer credits while the purchasing capacity of the
population is decreasing; and thirdly, the creation of
Poti free industrial area within the framework of the
Global Financial Center project, which can assist the
flow of doubtful short-term credits or the so called
“hot money” into the country. As it can be illustrated
by the international practice, the above process is one
of the main preconditions of financial destabilization
in a country.

The analysis of the processes underway in the
Georgian economy and the global economy leads us
to think that the influence of “external shocks” upon
our economy and particularly its financial sector will
increase in future, which should be dealt with due care
by the Georgian government.
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