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WEF sees 2008 as year with highest political, 
economic uncertainty in decade
January 09, 2008: 03:23 AM EST

ZURICH, Jan. 9, 2008 (Thomson Financial delivered by Newstex) -- The World Economic Forum's latest 
report on global risks views this year as one with the highest levels of political and economic uncertainty in a 
decade, and expresses fears that the current liquidity crunch will spark a recession in the US in the next 12 
months.

The so-called Global Risks 2008 report also called for new thinking to deal with the emerging issue of 
systemic financial risk.

Over the last two decades, financial markets have undergone a revolution driven by key elements such as 
deregulation and financial innovation.

While these developments have increased the financial system's capacity to assume and distribute risk, the 
current financial market turmoil has shown that the measures are only effective in normal market conditions.

'The complexity and near infinite feedback loops of the modern financial system have exposed it to a small 
risk of very large systemic shocks...

'Hence, we may be facing a paradox: while the financial system has been made more efficient and stable in 
normal times, it is now also more prone to excessive instability in really bad times,' it noted.

'New thinking may be urgently required,' added the report.

It called for increased public and private collaboration on stress testing, liquidity management, risk 
assessment and prevention to address what it describes as the fragmentation of ownership of global risks.

Other issues highlighted as global risk issues for the year include food security, supply chain vulnerability and 
energy supply.

The report drew input from over 100 top business leaders, decision-makers, scientists and leading 
academics, it was published in cooperation with Citigroup (NYSE:C) , Swiss Re, Zurich Financial Services, 
Marsh & McLennan Cos (NYSE:MMC) and the Wharton School Risk Center.

Copyright Thomson Financial News Limited 2007. All rights reserved.
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