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Historical Players in 2008 Financial Crisis
[bookmark: _GoBack]US Dept. of the Treasury
1. Hank Paulson, the Treasury Secretary
2. Michele Davis, assistant secretary for public affairs at Treasury
3. Jim Wilkinson, assistant to Paulson/Treasury
Federal Reserve [the “Fed”]: US National Bank
4. Ben Bernanke, the chairman of the Federal Reserve
5. Timothy Geithner, the then president of the New York Federal Reserve
Other Federal Organizations and Officials
6. Chris Cox: SEC [Chair of the Securities and Exchange Commission
7. FDIC: Federal Deposit and Insurance Corp. [federal guarantee of customer’s bank deposits]
Economic Elites/Bankers/CEOs
8. Richard Fuld, the CEO of Lehman Brothers
a. Joe Gregory: Lehman
b. Erin Callan: Lehman
c. Bart McDade
d. Lehman borrowed significant amounts to fund its investing in the years leading to its bankruptcy in 2008, a process known as leveraging or gearing. 
I. A significant portion of this investing was in housing-related assets, making it vulnerable to a downturn in that market. 
II. One measure of this risk-taking was its leverage ratio, a measure of the ratio of assets to owners equity, which increased from approximately 24:1 in 2003 to 31:1 by 2007. 
III. While generating tremendous profits during the boom, this vulnerable position meant that just a 3-4% decline in the value of its assets would entirely eliminate its book value or equity. 
IV. Investment banks such as Lehman were not subject to the same regulations applied to depository banks to restrict their risk-taking
9. Warren Buffett, the CEO of Berkshire Hathaway. One of the richest men in the world.
10. AIG: American International Group, Inc. (AIG) is an American insurance corporation. Its corporate headquarters are located in the American International Building in New York City.
a. AIG suffered from a liquidity crisis when its credit ratings were downgraded below "AA" levels in September 2008. 
b. The United States Federal Reserve Bank on September 16, 2008 created an $85 billion credit facility to enable the company to meet increased collateral obligations consequent to the credit rating downgrade, in exchange for the issuance of a stock warrant to the Federal Reserve Bank for 79.9% of the equity of AIG. 
c. The Federal Reserve Bank and the United States Treasury by May 2009 had increased the potential financial support to AIG, with the support of an investment of as much as $70 billion, a $60 billion credit line and $52.5 billion to buy mortgage-based assets owned or guaranteed by AIG, increasing the total amount available to as much as $182.5 billion.
11. Jamie Dimon, CEO of JPMorgan Chase
12. Lloyd C. Blankfein,  Chairman and Chief Executive Officer of Goldman Sachs
13. John  Mack, Chairman of Morgan Stanley
14. John Thain, last chairman and CEO of Merrill Lynch before its merger with Bank of America
15. V. Pandit, Citigroup Inc. (Citi) is an American multinational financial services company based in New York City. Citigroup was formed from one of the world's largest mergers in history by combining the banking giant Citicorp and financial conglomerate Travelers Group on April 7, 1998.
a. Citigroup Inc. has the world's largest financial services network in the world, spanning 140 countries with approximately 16,000 offices worldwide. According to Forbes, Citigroup used to be the largest company and bank in the world by total assets until the global financial crisis of 2008. 
b. It is a primary dealer in US Treasury securities
Financial Vocabulary:
16. Troubled Asset Relief Program (TARP) is a program of the United States government to purchase assets and equity from financial institutions to strengthen its financial sector that was signed into law by U.S. President George W. Bush on October 3, 2008.
a. It was a component of the government's measures in 2008 to address the subprime mortgage crisis.
17. Subprime lending (also referred to as near-prime, non-prime, and second-chance lending) means making loans to people who may have difficulty maintaining the repayment schedule.
a. These loans are characterized by higher interest rates and less favorable terms in order to compensate for higher credit risk
Historical Narrative
1. “Mortgage Meltdown” of 2008: _______________________________________________________________________
2. First Federal Bailout: Bear Stearns [Wall Street Investment Bank]: ____________________________________________
3. “Short Sellers”:
a. In finance, short selling (also known as shorting or going short) is the practice of selling assets, usually securities, that have been borrowed from a third party (usually a broker) with the intention of buying identical assets back at a later date to return to the lender. 
b. It is a form of reverse trading. Mathematically, it is equivalent to buying a "negative" amount of the assets. The short seller hopes to profit from a decline in the price of the assets between the sale and the repurchase, as the seller will pay less to buy the assets than the seller received on selling them. 
c. Conversely, the short seller will incur a loss if the price of the assets rises. Other costs of shorting may include a fee for borrowing the assets and payment of any dividends paid on the borrowed assets. "Shorting" and "going short" also refer to entering into any derivative or other contract under which the investor profits from a fall in the value of an asset.
d. Going short can be contrasted with the more conventional practice of "going long", whereby an investor profits from any increase in the price of the asset.
4. Second Federal Bailout: “Nationalization” of Fannie Mae and Freddie Mac: 
a. Fannie Mae: The Federal National Mortgage Association, commonly known as Fannie Mae, was founded in 1938 during the Great Depression as part of the New Deal. It is a government-sponsored enterprise, though it has been a publicly traded company since 1968.
b. Freddie Mac: The Federal Home Loan Mortgage Corporation (FHLMC), known as Freddie Mac, is a public government sponsored enterprise.
c. The FHLMC was created in 1970 to expand the secondary market for mortgages in the US. Along with other GSEs, Freddie Mac buys mortgages on the secondary market, pools them, and sells them as a mortgage-backed security to investors on the open market.
d. This secondary mortgage market increases the supply of money available for mortgage lending and increases the money available for new home purchases. The name, "Freddie Mac", is an acronym of the company's full name that had been adopted officially for ease of identification.
e. On September 7, 2008, the U.S. Government took control of both Fannie Mae and Freddie Mac. 
5. What do the Feds do with Lehman Brothers? Federal Bailout or Private Sector solution? _________________________________________________________________________________________________
6. Barclays is a global banking and financial services company headquartered in London, United Kingdom. 
a. As of 2010 it was the world's 10th-largest banking and financial services group and 21st-largest company according to a composite measure by Forbes magazine. 
b. It has operations in over 50 countries and territories across Africa, Asia, Europe, North America and South America and around 48 million customers. 
c. As of 30 June 2010 it had total assets of €1.94 trillion, the third-largest of any bank worldwide
7. Sir Callum McCarthy: British Banking Regulator
8. Lehman Brothers filed for Chapter 11 bankruptcy protection on September 15, 2008. 
a. The bankruptcy of Lehman Brothers remains the largest bankruptcy filing in U.S. history with Lehman holding over $600 billion in assets

