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The Fed’s decision to start tapering based on the way the US economy is recovering is
having an effect on not only US markets but global markets as well. When US interest
rates were low, investors were looking for higher returns which they found in emerging
markets. As the Fed started tapering, investors started pulling their money out of these
emerging markets and putting it back into US markets, which caused emerging market
currencies to fall. (De Groote)

Contagion is “the likelihood that significant economic changes in one country will spread to
others.” (Contagion) As of now, emerging markets are in trouble. According to Luis Alberto
Moreno, the president of the Inter-American Development Bank, “Emerging markets,
especially in Latin America, are much better at managing economic crises than
prosperity.” (Naim) Since emerging markets did not manage their prosperity well when the
US was in recession and the Fed was using quantitative easing and low interest rates to
help boost the economy, they are now suffering from the investors withdrawing their
money as the US economy is recovering. The US is not the only country having an effect
on emerging markets. When “the Chinese government attempted to cool down a
dangerously supercharged economy,” the slower growth that resulted in decreased export
revenues for emerging markets and lowered demand for commodities that the giant
country consumes. (Naim)



According to Naim, “Stock markets in the U.S., Europe, and Japan just recorded their
worst earnings since January 2010—a telltale sign that the crisis in emerging markets has
already hurt developed countries.” As of now, experts believe that it is unlikely that the
crisis emerging markets are experiencing will escalate into a full-blown ...
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