
GLOBAL FINANCIAL CRISIS CONCLUSION

Conclusions. How did it come to pass that in our nation was forced to choose between two stark and painful alternatives
â€” either risk the collapse of our.

These subprime borrowers wanted to realize their life's dream of acquiring a home. The events of the past few
years make clear that ignoring finance was a mistake. August The Landslide Begins It became apparent in
August that the financial market could not solve the subprime crisis on its own and the problems spread
beyond the UnitedState's borders. His opinion gained ground in policy circles during the inflationary s, after
Keynesian methods seemed to stop working. It has made 36 appearances in the journal just since November 
The other theory was that with a financial meltdown averted, things were more or less back to normal. During
February and March , more than 25 subprime lenders filed for bankruptcy, which was enough to start the tide.
Compare Investment Accounts. That approach surely had its costs, but it ushered in a financial-crisis-free era
in the United States and Europe that lasted for decades. In a unanimous move, central banks of several
countries resorted to coordinated action to provide liquidity support to financial institutions. Central
banksâ€”the Bank of England in particularâ€”seem eager to bring in ideas from outside the old
macroeconomic core. The most impressive example is probably Gary Gorton, of Yale, who used to have a
sideline building risk models for AIG Financial Products, one of the institutions at the heart of the financial
crisis, and has since written two acclaimed books and two dozen academic papers exploring financial crises.
Since then, we have seen many big names rise, fall and fall even more. The events of the past five years have
delivered a pretty dramatic refutation of the second theory. The idea was to put the interbank market back on
its feet. One important aspect was monetary policy. Unfortunately, no one was there to warn about the tummy
aches that would follow. Cheap money , once out of the bottle, always looks to be taken for a ride. He is the
author of The Myth of the Rational Market. Five years ago the global financial system seemed on the verge of
collapse. The focus was simple economicsâ€”the study of how rational, self-interested people interact to set
prices and drive economic activity. The U. The one-time President of the United States Franklin Roosevelt
was on to something when he said that we now know that the governing of organised money is as dangerous
as the governing of organised crime. Mainstream macroeconomic theorists came under heavy fire for having
spent decades on work of almost no relevance to the current predicament. But a more eclectic
macroeconomics might just mean more answers, not clearer ones. The old rules would still apply. From these
origins sprang useful if imperfect tools, ranging from cost-of-capital formulas for businesses to the
options-pricing models that came to dominate financial risk management.


