
THE COLLAPSE OF WALL STREET IN 2008

The financial crisis of â€“, also known as the global financial crisis and the In , the Doddâ€“Frank Wall Street Reform
and Consumer Protection Act was enacted in the US following the crisis to "promote the financial stability.

Their fast response stopped the run. September 17, Issue The Real Cost of the Financial Crisis The aftermath
produced a lost decade for European economies and helped lead to the rise of anti-establishment political
movements here and abroad. Like Brown, King had at times seemed caught on the back foot by the mounting
financial and economic crisis of the summer and early autumn; but the Bank, too, was now ready to gallop
into action. By , many lenders dropped the required FICO score to , making it much easier to qualify for prime
loans and making subprime lending a riskier business. Keynesian economists warned that the recovery was too
fragile to withstand austerity measures, but many conservative economists strongly supported them. However,
the Germans and French remained on gold, which hindered their recovery. The financial environment of the
early 21st century looked more like the United States before the Depression than after: a country on the brink
of a crash. But the speech proved to be a turning point. Everyone knows that in a style panic they could still go
down like dominoes, and that only large-scale public intervention would be able to save them. Western
leaders, who for years boasted about the self-evident benefits of light-touch regulation, had to sink trillions of
dollars to prevent the world bank system collapsing. In other words, bubbles in both markets developed even
though only the residential market was affected by these potential causes. They're not going after the big fish,
are not going after the bankers for the most part, they're certainly not going after the senior executives at the
banks or other big financial institutions that were the decision-makers leading up to the financial crisis.
Fortunately for the policymakers, there was no leak. Banks panicked when they realized they would have to
absorb the losses. London had been cut adrift. They thought the overheated housing market would return to a
more sustainable level. How did it do this? Member countries were also obliged to meet strict targets for their
budget deficits. In September, the treasury announced it would rescue the government-supervised mortgage
underwriters almost universally known as Fannie Mae and Freddie Mac. He served eight years in jail and is
now on parole and advocates against financial crime. One Countrywide employeeâ€”who would later plead
guilty to two counts of wire fraud and spent 18 months in prisonâ€”stated that, "If you had a pulse, we gave
you a loan. Greece followed suit the next year. Yet banks remain highly indebted and highly interconnected.
By approximately , the supply of mortgages originated at traditional lending standards had been exhausted,
and continued strong demand began to drive down lending standards. Both exemplify the dangers of having
too much debt in asset markets stocks in ; housing in  Tooze emphasizes another factor: after the reunification
of Germany, the government in Berlin spent more than a trillion dollars rebuilding and subsidizing the East.
The relaxing of credit lending standards by investment banks and commercial banks drove this about-face.
David Enrich, Finance editor for the New York Times Baker's arrest came amid mounting pressure to
prosecute the top executives that helped lay the groundwork for the collapse. Exasperated with Fuld and stung
by criticism from his fellow Republicans, Paulson told Treasury staff to commentâ€”anonymously but on the
recordâ€”that the government would not rescue Lehman. Underpinned by explicit and implicit governmental
guarantees, the Western financial system survived the great crisis, and in some ways it appears to be more
robust than it was before  In and , the center-left parties that occupied positions of power in the United States,
Britain, and Germany all suffered electoral setbacks. After Lehman filed for bankruptcy, and great swaths of
the markets froze, it looked as if many other major financial institutions would also collapse. This was
followed by The Coming First World Debt Crisis , which became a bestseller after the global financial crisis.
By Friday, as haggard-looking finance ministers from the G7 club of wealthy nations flew to Washington, the
world's financial system was on the brink of disaster. More than four decades ago, the economist Hyman
Minsky observed that periods of stability and investor optimismâ€”such as the one we have enjoyed for the
past few yearsâ€”tend to amplify the dangers posed by a financial system based on easy credit. That changed
during the week beginning 9 March, seven days in which the real storm broke and swept away some of the
biggest and most revered names in international finance. Policymakers reasoned they could avoid a return to
prewar slump conditions so long as the undeveloped lands around cities could fill up with new houses, and the
new houses with new appliances, and the new driveways with new cars. Photograph: Graeme Robertson It was
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the year the neo-liberal economic orthodoxy that ran the world for 30 years suffered a heart attack of epic
proportions. Eventually, the big banks, prodded by the regulators and by Congress, reformed themselves to
prevent a recurrence of what happened in , notably by increasing the amount of capital they hold in reserve to
deal with unexpected contingencies. Financial institutions invested foreign funds in mortgage-backed
securities. Those securities first in line received investment-grade ratings from rating agencies. When the
stimulus started to run down, the Fed gave the economy another boost by buying vast quantities of bonds, a
policy known as quantitative easing. For decades afterward, such restrictive regulation ensured, as the adage
went, that bankers had only to follow rule pay depositors 3 percent, charge borrowers 6 percent, and hit the
golf course by 3 p.


