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Abstract: Since the last great crisis in the world, it can be said that it is a financial crisis
with an impact on the banking sector of the economy, it can be said that it is a financial crisis
that has directly affected the economy of many very heterogeneous countries in economic
development.
The first characteristic is that stronger economies have suffered less from the consequences
of the financial crisis (2008) from the economic and political environment.
Another characteristic would be that the last financial crisis in the world began to develop
substantially in 2008. In addition, it affected the most developed countries and its influence
was very quickly extended to underdeveloped economies and countries in transition.
The basis for starting the crisis was based on the real estate crisis, the leading economic
power at the time, that is, the United States. From the territory of the USA, it spread very
quickly to other countries, that is, a pronounced fluctuation in real estate prices, created on
the basis of mortgage loans from banks, affected the economy of all countries.
Keywords: financial crisis, bank, economy, national economy.
1. INTRODUCTION
The last major financial crisis in the world is related to 2008. It had a large and deep
coverage and it covered a large number of countries, both the most developed and developing
countries.
The scientific approach regarding the great financial crisis is facing the facts that are related
to the possible causes of the crisis, but also to the observed consequences that the crisis has
left on the overall economy of the observed country.
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At the same time, the consequences of the crisis affect the necessity of changes that need to
be made in order for the economic and banking systems of the observed countries to be more
stable and resilient to the crisis that may occur in the not so distant future.
A special problem in the analysis of the financial crisis from 2008 is the fact that it has its
own temporal and spatial dimension. It appeared in the most developed economy in the world
at that time, the relationship in the United States. It essentially arose as a financial crisis in
2008 as a crisis related to the situation on the real estate market in the United States. On that
occasion, there were violent and large changes in prices on the real estate market, which
spilled over to other business sectors in that country and then to other countries.
Thus the impact of the financial crisis on a large number of economies in the world, and
especially on countries affected by transition processes and economic reforms, has become
essential.
In this paper, the author focuses on the situation in the transition economy, more precisely in
Bosnia and Herzegovina, but the same experiences are almost identical with the business and
the consequences of economic activities in other transition countries.
2. GENERAL ATTITUDES IN THE LITERATURE REGARDING THE CAUSES OF
THE FINANCIAL CRISIS (2008)
The literature on the financial crisis from 2008 is numerous, and the warning that a crisis
would occur was even before the official proclamation of the crisis. For example, the author
Minsky laid the theoretical foundations of crisis generation in the early 1980s, and according
to him, it appeared in 2008 [1].
A number of authors point out that the onset of the crisis in 2008 (primarily the mortgage
crisis, which grew into a financial crisis) began in the year when the situation on the US real
estate market led to a real uncontrolled rise in mortgage prices. Thus, in 2005, Nobel laureate
Schiller warned of the possibility of inflating real estate price bubbles, as a kind of
psychological epidemic, and of reducing credit conditions, which are indications of the
collapse of the real estate market and shares [2].
On the eve of the crisis, an author such as Gramlich warned of the dangers posed by the rapid
growth of the mortgage market [3]. At the same time, he pointed out that households that are
mortgaged will almost certainly lose income at some point and fall into a debt crisis, i.e. they
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will not be able to repay loans. The same author points out that the primary goal of the nation
is to avoid the domino effect to the economy as a whole.
McLean and Nocera, point out that there was a long-standing bad policy in government
policy and their impact on the economy because the government promoted the housing boom
and credit expansion through government policy, which ended in collapse [4] or the financial
crisis.
Gary Gorton observes that too much self-confidence in conducting primarily government
policy always precedes the financial crisis [5]. According to Gorton, asymmetric information
is the main cause of race, panic and crisis. The attitude of banks and their creditors towards
the given real state of the economy is different. As long as the bank's assets are well rated,
while the credit rating is satisfactory, the bank's creditors are generally indifferent to the
details of the bank's situation, because the owners of capital and state guarantees are able to
amortize minor disturbances, even losses, in business. However, when a shock occurs, such
as a drop in real estate prices (houses of residents who have taken out a mortgage loan),
doubts about the value of a bank’s assets and its solvency rise sharply and the market panics.
In such circumstances, an increase in the bank's capital or an increase in government
guarantees for the bank's liabilities would usually be sought [5].
Gorton points out that economists misunderstand financial crises, i.e. he is of the opinion that
financial crises are inherent in the creation of bank debt used to conduct transactions, and that
crises will recur more often and faster in the future if the government does not create
intelligent regulations. Investing in real estate seemed like a completely safe investment,
although authors like [6] point out that there was excessive self-confidence in terms of form,
financial markets, credit expansion, rising prices and indebtedness, and expose the entire
economy to great risks.
In many countries, the financial crisis was felt before 2008, so it is often possible to find in
the literature that the crisis began in 2007. However, as this is the banking sector of Bosnia
and Herzegovina, a country where the more serious blows of the crisis to the banking sector
were felt in 2008. 2008 is the year that is considered as the reference year, where it is
registered in statistical data as the year of the financial crisis, as well as in the public in the
decisions of regulatory state institutions.
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3. A MODEL FOR GENERATING A FINANCIAL CRISIS AND CONSIDERING
THE IMPACT OF THE FINANCIAL CRISIS ON THE ECONOMIES OF
COUNTRIES
There are authors who talk about the real existence of a model for generating a financial
crisis in the economy, especially in transition economies such as Bosnia and Herzegovina.
The author highlights the views regarding the existence of a “Financial Crisis Generation
Model” and describes five phases [7]:
1. displacement: this phase represents the investor's reaction to external change;
2. expansion (boom): the phase in which there is a sudden expansion of credit;
3. euphoria: a logical phase in generating a post-expansion crisis that leads to a
misperception of risk and expected returns;
4. profit taking: the phase in which well-informed investors withdraw their stakes from
the market;
5. Panic and breakdown (panic): a phase in which everyone is motivated to leave the
market and in which there is a decrease in the value of all financial instruments, an increase
in illiquidity and solvency of market participants.
The crisis of 2008 is a good example in which all the above phases can be identified in full.
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Fig. 1: Overview of indirect effects of the financial crisis in transition countries.
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Countries in transition have paid special attention to mitigating the financial crisis through:
1. trade balance (coverage of imports by exports for the most part),
2. degree of openness of the state (controlled opening of the economy),
3. sources of financing the trade deficit (direct foreign investments, remittances from
abroad, loans from abroad),
4. inflation growth rates (moderate rate), exchange rate stability,
5. limited budget spending,
6. disciplined application of fiscal policy measures, etc.
The economy in these countries relies heavily on very heterogeneous legal entities [8-15],
which largely determines the business of a large number of heterogeneous companies [16-24]
whose existence requires positive business in continuity in order not to fall into losses.
4. CONCLUSIONS
The growth of the overall economy of the most developed countries was based on the growth
of mortgage loans, which influenced the financial crisis in all parts of the world. The
beginning of the financial crisis was largely transferred from developed economies to general
crises in less developed countries, because they were strongly connected and relied on the
economy of the most developed economies in the world.
In the concluding remarks, it should be noted that the consequences of inadequately
conducted economic policy, especially in the most developed countries, have been felt since
2008. The impact of the financial crisis from developed economies spread very quickly to
transition countries, such as Bosnia and Herzegovina.
At the beginning of the crisis, countries in transition had less opportunity for foreign
borrowing with a simultaneous increase in interest rates globally. All this was accompanied
by a situation of reduced real inflow of foreign direct investment. This has resulted in a
reduction in real greenfield investments, as well as concessions.
The consequence of the above is leading to reduced business activity of a large number of
companies. Inevitably, due to the reduction of investments, there was a process of reduction
of real employment in the economy.
Finally, it should be noted that the reduction of total national production in a large number of
heterogeneous countries and even in transition countries has directly affected the reduction of
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exports, reduction of remittances, reduction of budget revenues (taxes, contributions,
customs, excise), reduction of personal and investment spending. which led to a decrease in
overall economic activity in them.
Based on that, it can be pointed out that it is of great importance to immediately resolve the
issue of financial crises in its infancy in order to reduce the growth of credit indebtedness in
the country, and more importantly in a large number of companies that make up the country's
economy.
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