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Abstract: A global recession is a period of economic downturn that affects multiple economies worldwide, 

leading to declining GDP, rising unemployment, and financial instability. This research paper explores the 

causes, impacts, and mitigation strategies of global recessions, analyzing historical examples to identify 

patterns and key contributing factors. Understanding these factors is crucial for policymakers, businesses, 

and investors to develop strategies that mitigate the adverse effects of economic downturns. 
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I. INTRODUCTION 

Global recessions have occurred multiple times throughout history, each driven by different yet interrelated factors. The 

most significant recessions, including the Great Depression (1929), the Global Financial Crisis (2008), and the COVID-

19-induced downturn (2020), demonstrate the far-reaching consequences of economic contraction. By examining the 

underlying causes of these recessions, we can identify trends that may help prevent or manage future economic crises. 

Financial Crises: 

 Banking collapses and financial institution failures often trigger economic downturns. 

 The 2008 Global Financial Crisis was fueled by subprime mortgage lending and excessive risk-taking by 

financial institutions. 

Stock Market Crashes: 

 Sudden declines in stock markets erode investor confidence and lead to reduced spending and investment. 

 The 1929 Wall Street Crash played a key role in the Great Depression. 

High Inflation and Deflation: 

 Hyperinflation reduces purchasing power, while deflation discourages investment and spending. 

 Stagflation (high inflation combined with stagnation) exacerbates economic struggles. 

Unemployment and Wage Decline: 

 Mass layoffs result in reduced consumer spending, further contracting the economy. 

 Job losses during recessions worsen income inequality and social instability. 

Supply Chain Disruptions: 

 Pandemics, natural disasters, and geopolitical conflicts disrupt production and trade. 

 The COVID-19 pandemic demonstrated how global supply chain breakdowns contribute to recessions. 

Geopolitical Conflicts and Trade Wars: 

 Trade restrictions, tariffs, and sanctions negatively impact global economic stability. 

 US-China trade tensions and Brexit are examples of geopolitical factors that influence economic downturns. 

Debt Crises: 

 Sovereign debt defaults reduce investor confidence and trigger financial instability. 

 The European debt crisis (2010) weakened the Eurozone economy and contributed to recessionary trends. 

Monetary Policy and Interest Rates: 

 Poor monetary policies, such as excessive rate hikes, can lead to credit shortages and reduced investment. 

 Conversely, low interest rates can contribute to asset bubbles and financial instability. 
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Technological Disruptions: 

 Rapid automation and technological shifts can lead to job displacement and market volatility. 

 Structural shifts in labor markets require adaptation to prevent economic downturns. 

 

II. LITERATURE REVIEW 

A global recession is typically characterized by a significant decline in economic activity across multiple countries, 

lasting for an extended period. The International Monetary Fund (IMF) defines a global recession as a decline in the 

global GDP per capita along with other macroeconomic indicators such as trade volume, industrial production, and 

employment levels. 

This study aims to provide a comprehensive understanding of global recessions, highlight key economic indicators, and 

identify preventive measures to mitigate economic downturns. The findings will be useful for policymakers, businesses, 

and financial analysts in developing strategies to navigate and minimize the impact of future recessions. 

 

III. RESEARCH METHODOLOGY 

This study adopts a qualitative and quantitative mixed-method approach to analyze global recessions and the 

factors contributing to them. A descriptive research design is utilized to assess historical data, economic indicators, 

and expert opinions on recessions. 

 

a. Quantitative Analysis 

 Statistical Analysis: Economic indicators such as GDP growth, inflation rates, and unemployment rates will 

be analyzed using statistical tools (e.g., regression analysis, time-series analysis). 

 Correlation Analysis: Examining relationships between key factors like interest rates, consumer spending, 

and fiscal policies. 

 

b. Qualitative Analysis 

 Thematic Analysis: Identifying common themes and patterns from expert interviews and literature reviews. 

 Comparative Analysis: Evaluating past global recessions to determine recurring causes and impacts. 

 

SECONDARY DATA ANALYSIS: 

 Economic Reports & Publications: Data from sources like the International Monetary Fund (IMF), World 

Bank, and OECD will be reviewed. 

 Academic Journals & Articles: Peer-reviewed papers discussing economic downturns and global recession 

trends. 

 Government & Institutional Reports: Reports from central banks, financial regulatory bodies, and economic 

think tanks. 

 Stock Market & Financial Data: Market performance data from major stock exchanges (e.g., NYSE, FTSE, 

Nikkei) will be examined. 

 Trend Analysis: Examining historical data on global recessions to identify patterns and cycles. 

 Comparative Analysis: Analyzing past economic downturns to determine common contributing factors. 

 Macroeconomic Indicator Assessment: Evaluating GDP growth, inflation rates, unemployment trends, and 

policy interventions. 

 Financial Market Performance: Reviewing stock market fluctuations, interest rate changes, and fiscal 

policies during recession periods. 

 

IV. FINDINGS 

Financial Crises 

 Bank failures and credit crunches (e.g., 2008 Global Financial Crisis) 

 Collapses in major stock markets and financial institutions 
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 Excessive debt and leverage in corporate and public sectors 

Monetary Policy Tightening 

 Rapid interest rate hikes by central banks to control inflation 

 Increased borrowing costs leading to reduced investments and consumption 

Trade Disruptions & Protectionism 

 Trade wars, tariffs, and sanctions reducing global trade 

 Supply chain disruptions due to geopolitical tensions 

Pandemics& Health Crises 

 Economic shutdowns and reduced workforce productivity (e.g., COVID-19 pandemic) 

 Collapse in consumer demand and business activities 

Energy Crises & Commodity Price Shocks 

 Sudden spikes in oil, gas, and other essential commodities 

 Energy shortages leading to reduced industrial output 

Geopolitical Conflicts & Wars 

 Military conflicts causing instability in global markets 

 Disruptions in trade routes and essential supplies 

Climate Change & Natural Disasters 

 Extreme weather events damaging infrastructure and agriculture 

 Increased costs of disaster recovery impacting national economies 

Declining Consumer & Business Confidence 

 Fear and uncertainty leading to reduced spending and investment 

 Stock market volatility triggering economic downturns 

 

V. CONCUSION 

Understanding the factors contributing to global recessions helps in devising effective strategies to minimize their 

impact. While recessions are a natural part of economic cycles, proactive policy measures, responsible financial 

practices, and global collaboration can reduce their severity and duration. Future research should focus on improving 

economic forecasting and crisis response mechanisms to ensure sustainable economic growth. 
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