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Abstract

The world faces tremendous crises frém time to time with various causes and
negative effects on the economies of developed countries and developing countries
as well. Its exacerbated consequences affect directly the economies of advanced
countries and global markets. In addition, the crises affect indirectly domestic
financial markets with less effect. The global financial crisis 2008 considers one of
the worst crises the economic history had ever known. And since then, the crisis has
been extended and aggravated in a form of consecutive collapse for various large
financial institutions such as banks, insurance firms, mortgage finance firms, and
investment funds. Its consequences include financial markets and global stock
exchanges as a severe consecutive deterioration in indices and its effects extended
to all over parts of the world as well as the aspects of economy in a form of recession

commenced covering markets movement in addition to a decline in growth rate.

The financial crisis has become a headline in different newspapers, journals and
media. This crisis has been considered one of the mast critical in the history of
financial crises especially after proving that the global financial system has been
incapable of curbing and limiting its effects promptly and effectively. The core of
this crisis commenced from the United States economy that forms the growth
engine for the global economy since its economy is the largest in the world with a
volume totaling approximately 14 trillion dollars and it is responsible for more than

10% of the global trade overall. And on the other hand, the American financial

market leads the global financial markets and hence any risk exposure for this

market will spread its effects to the rest of global markets instantaneously.

The study aims to investigate the effect of global financial crisis on Yemeni
commercial banks and definitely determining the effect on financial and operational
performance for commercial banks as well as testing that effect using econometric
model. It depends on a hypothesis stating that the global financial crisis had a limited

effect on financial and operational performance for Yemeni commercial banks, and

the limited effect refers to limited contribution of Yemeni banking sector to

BT




integrate into the global financial system and because most bank investments has

been conducted domestically in addition to the abundance in liquidity.

The study has several findings including the weakness of production base for Yemeni
e;:mo-nomy, decline in the volume of international trade with advanced countries.
Furthermore, all financial performance indicators tend towards the decline but that
doesn't refer to global financial crisis as they are normal and familiar fluctuations in
the internal environment frame of domestic economy, far away from the large
consequences of global financial crisis. The recommendations assure that it essential
to connect financial activity with real economic sector, establish research centers in
Yemeni universities to concern about financial and banking events, and encourage
financial institutions to create financial institutions with efficiency and capacity to
conduct its role to meet investment demand and stimulate it in addition to keep
knowledgeable assets represented by qualified and experienced humans in the field
of banking and to benefit from them in consulting ,learning and training recruited
qualified workers as well as the role of government to pay more attention to real
economic sectors that create and add real value to enhance production capacity and

extend its base to curb the problem of unemployment and save new income.
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