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AAA/AA, 11
AAA/Aaa, 202
AAA ratings, 54
CDO issuers, 81
disclosure, failure in subprime
mortgage crisis, 444
downgrading, 70
elimination of designation, 81
failures of, 357, 359
pre-crisis, 127
and risk management failures, 284,
285
AAA-related debt, 11
ABCP. See Asset-backed commercial
paper (ABCDP)
“Ability to pay” model, 188n. 30
ABS. See Asset-backed securities
(ABS)
Academic economics, systemic failure
of, 427-436
data-driven empiricat research,
robustness and, 431
models, use of as source of risk,
429-430
research agenda, 431432
unrealistic model assumptions,
430-431
Accounting:
New Capital Accord and fair value
accounting, 370-371
transparent accounting, 361-367
Activism, shareholder, 414
Adelphia, 31
ADIs. See Authorized deposit-taking
institutions (ADIs)

Adjustable rate mortgages (ARMs):
changes in market, 170-171
and credit bubble, 455
defaults, causes of, 560
hybrid, 104-105
innovative, 80
myths regarding;,$9-90
and origins oftindancial crisis, 127
risky nature of, 185
statistice. 121, 181
Adverse selection, 561-562
Africar-Americans:
T/ loans, 158
1wome ownership, 51-52, 134
Aftermath of crisis, 580
AIG. See American International Group
(AIG)
AIMA. See Alternative Investment
Management Association (AIMA)
Alt-A borrowers:
changes in market, 171-172
definitions, 173n. 9
generally, 11
and home ownership rate, 134, 135
Alternative Investment Management
Association (AIMA), 630
Alternative Mortgage Transactions
Parity Act, 182
Amaranth Advisors, 631, 632n. 1
Ambac Financial Group, 357
American International Group (AIG),
327
bailout, 33, 636
and balance sheet of Fed, 485-486
Chapter 11 bankruptcy, 609
collapse of, 546
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American International Group (AIG)
(Continued)
credit contagion from counterparty
risk, 514
credit rating, 127
described, 346, 347
executive compensation, 34
generally, 52
guarantees by Federal Reserve, 464
stealth guarantees, 44
supervision, breakdown in, 350
American Securitization Forum, 235
Anatomy of crisis, 327-328
Anti-Terrorism, Crime and Security
Act of 2001 (United Kingdom),
556
Appreciation, house price, 110,
150-152, 188n. 39
APRA. See Australian Prudential
Regulatory Authority (APRA)
Aquinas, Thomas, 5
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and rating system, 357
risk management failures, 283-284,
289
risk models, 294
Asset bubbles:
defined, 140
future bubbles, 143
and global financial crisis, 139-145
monetary policy, risk management
approach to, 469-470
sequence of, 141-142
stopping bubbles, 143-144
traveling bubbles, 142
Asset complexity, trigger of ratings
bias, 259-265
Association for Financial Professionals,
254n. 16
ASX. See Australiaa Securities
Exchange {ASX)
Auditors, emerging markets, 564
Aurora Loan Services, 172

ARCH. See Autoregressive conditional =~ AUS: Se¢e”Automated underwriting

heteroskedasticity (ARCH)
Aristotle, 5
ARMs. See Adjustable rate mortgages
(ARMs)
Asian financial crisis, 328, 469
Asset-backed commercial papet
(ABCP):
classification, 242
contribution to finandial crisis,
243-244
generally, 11-12
liquidity shocks, transmission of,
504-505504
risk management failures, 284, 288
structured finance, 239-240
and subprime lending, 81
Asset-backed securities (ABS):
ABS indexes, 502
and balance sheet of Fed, 485
data, 110-111, 113-116
defined, 240
disclosure, failure in subprime
mortgage crisis, 444-450
emerging markets, 562
generally, 596, 599-600
and LCFIs, 404

systems (AUS)
Auwstralia:
Commonwealth Westpac Banks, 539
currency, 540
experience in global financial crisis,
537-544
GDP, 53, 55
GE Money Motor Solutions, 539
National Australia Bank, 539
Opes Prime, 539
policy responses to crisis, 541-542
RAMS Home Loans, 538
Reserve Bank, 541
RMBS securitizations, 541
securitized loans, 53-54
subprime loans, 56
Australian Prudential Regulatory
Authority (APRA), 540, 543n. 8
Australian Securities Exchange (ASX),
541
Authorized deposit-taking institutions
(ADIs), 308, 311-312
Automated underwriting systems
(AUS), 163, 166-167
Autoregressive conditional
heteroskedasticity (ARCH), 311
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Baby-boomers, retirement savings, 25 credit risk, 371-372
Bagehot, Walter DCC, minimizing, 312-314

first principle of central banking,
breach of, 9-11
second principle of central banking,
breach of, 12-13
Balance sheet of Fed, implications of
transformation, 483-491
asset holdings, changes in Fed
operations and, 484-486
banknote issuance, 487-488
capital, 487
earnings, 487
institutional responsibilities,
separating, 489-490
risk, 486-489
static scenario, 488
Bank for International Settlements
(BIS), 327, 339, 634
Bank funding liquidity, 504
Bankhaus Herstatt, 327
Bank of America:
CountryWide, sale of, 349, 351
guarantees by Federal Reserve, 464
herd mentality, 407
Bank of England, crisis of 1825-182¢, 12
Bank of Japan:
discount rate, 9
and severity of crisis, 13
Bankruptcy:
Chapter 11, 609-616
Chapter 13, 603-605
credit contagion from counterparty
risk, 512
modification of mortgages in,
601-607
Banks, generally:
capital reserves, 25
collapse of first, 121-122
Basel Capital Accord, 82, 298
Basel Committee on Banking
Supervision, 391
Basel I:
derivative exchanges, 318, 319
Basel IT Accords, 55
Basel Committee, 370
business cycle fluctuations, 371

deconsolidation from balance sheets,
373-374
derivative exchanges, 319
design of, 308
and emerging markets, 564
financial crisis under, 311-312
market risk under, 307
models, testing, 340
New Capital Accord, 370-371
risk exposures, internal models for
measuring, 372-373
role in financial crisis, 369-376
Basel process and global system,
332-334
Baugur, 554
BCCI, 327
Bear Stearns, 327
and baiance sheet of Fed, 485
Chapter 11 bankruptcy, 609
collapse of, 546
credit contagion from counterparty
risk, 514
described, 346, 347
EMC Mortgage Company, 172
JPMorgan takeover, 486
learning from failure of, 351
leverage ratio, 33
losses, 18
net capital rule, 46
and origins of financial crisis,
128
as partnership, 35
reputation, 47
risk officers, 280
supervision, breakdown in, 350
unraveling, described, 39
Behavior basis of financial crisis,
277-282
current crisis, 280-282
framework, 277-280
groupthink, 279-280
herding, 279
overconfidence, 278
reinforcement, 281-282
statistical bias, 278-279
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Behavior finance and global financial
crisis, 393-394
Bentham, Jeremy:
Defense of Usury, 5
Bernanke, Ben S., 104, 141
on “comfort zone,” 454
on housing bubble, 337
and inflation, 475, 479
monetary policy after 2000, 467
role of in financial crisis, 461-467
symposium, speech, 618
Bias:
ratings bias, asset complexity
triggering, 259-265
BIS. See Bank for International
Settlements (BIS)
Bjorgolfsson, Thor, 552
Black Monday, 315n. 2, 469, 471
BNP Paribas, 283
Boards of directors, 414
Bonuses, generally, 34
Borrowers. See FHA loans; Low-doc
loans; Mortgages; Subprime
mortgages; specific topics
Bounded rationality, 393
Boxer, Barbara, 464
Bretton Woods, 330, 331
British Banking Association, 242
Bubble in housing prices. Sz¢ riousing
bubble
Buffett, Warren E.:
on derivatives, 33
financial innovation, 65
Bunaroabanki, 552
Bundling, 25
Bush administration:
loan modifications, designing,
234
Bush, George W.:
and Enron, 48
and home ownership, 51
and HUD, 24
“ownership society” policy, 134
systemic risk and markets, 499
Business cycle fluctuations, Basel II
Accords, 371
Business-to-business (BB) lending,
168
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Business-to-consumer (BC) lending,
168
Business Week, 280

C
CAD. See Capital adequacy rations
(CAD)
Capital adequacy rations (CAD), 553
Case-Shiller Home Price Index, 27, 120,
228-229
CCPs. See Centralized clearing
counterparties (CCPs)
CDO. See Collateralized debt
obligation (CDO)
CDQ securities:
disclosure, failure iivsubprime
mortgage crisic. 444
CDS. See Credit @efault swaps (CDS)
Census. See 1I.C, Census
Central barking:
breacli of first principle of, 9-11
breach of second principle of,
12-13
Ceuntralized clearing counterparties
(CCPs), 514
CFTC. See Commodities Futures
Trading Commission (CFTC)
Chapter 11 bankruptcy, 609-616
material rights, 613
positional disclosure, 612-614
problems, 610-612
solutions, 612-614
substantive control, 614
timing issues, 612
Chapter 13 bankruptcy, 603-605
Chicago Economic Club, 32
Chief financial officers (CFOs):
cost of financial crisis, survey,
572-578
equity risk premium, 525-534
outlook survey, 528-529
China:
exports, 20
growth of economy, 21
loan-to-value (LTV) ratios, 566
Citigroup, 280, 365, 407-408
guarantees by Federal Reserve, 464
Cliff effects, CDOs, 285-286
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Clinton, Bill:
and home ownership, 51-52
and HUD, 24
Closing crisis, 3742
depth and length of crisis, 4041
forecasting, 4142
packages, 4041
and risk assessment, 39
unraveling, described, 39
CLTVs. See Combined loan-to-value
ratios (CLTVs)
CMO. See Collateralized mortgage
obligation (CMO)
Cohen, Richard, 39
Collateral, betting on, 559-560
Collateralized debt obligation (CDO),
49n. 5
classification, 242
cliff effects, 285-286
contribution to financial crisis, 244
credit contagion from counterparty
risk, 509
definition, 200
described, 596
disclosure, failure in subprime
mortgage crisis, 444450
emerging markets, 562
and fall of subprime, 229
issuers, 81-83
and LCFlIs, 404-405
meltdown, failure of cecurities
regulation to pi=verit, 355-360
and OTD, 213
and rating agencies, 195
and rise of subprime, 227
risk management failures, 283-287,
289-290
risk models, 294, 297
risk-shifting, 226
risk transfer, unlimited, 579-580
securitization, 599-600
Collateralized mortgage obligation
(CMO):
classification, 242-243
and origins of financial crisis,
127-128
Combined loan-to-value ratios
(CLTVs), 110, 112

“Comfort zone,” 454
Commercial banks, generally, 10
Commercial paper (CP):
classification, 242
Commodities Futures Trading
Commission (CFTC), 628
Commodity Futures Modernization
Act of 2000:
credit default swaps, 46, 634
deficiencies of, 383
and derivatives, 33
Commonwealth Westpac Banks,
539
Community Reinvestment Act of 1977,
3,52
Competition, rating agencies, 262
Complacency, 45-47..72
artificially low ir:terest rates, 46
credit defauit swaps, 46
investor coinplacency, 4647
net cepitai rule, 46
rativ g agencies, 46
regllatory complacency, 45-46
Comiplexity, 43-44, 49, 72
investor complacency, 47
ratings bias, asset complexity
triggering, 259-265
secondary-management conflicts,
421-422
Conflicts of interest:
global financial crisis of 2008, cause
of, 34-35
Congress:
mortgage market size, politics and,
2627
packages, 4041
TARP, enactment of, 39
Congressional Budget Office, 24
and NBER, 40
Congressional Committee on
Government Oversight and
Reform, 255n. 45
Consolidated Supervised Entity (CSE)
program, 295, 296, 629
Consolidation:
origination market, 165-166
service market, 166
Constancy of MV, 454
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Consumers: Credit default swaps (CDS):

fiscal stimulus aimed at, 589-590
protection, emerging markets, 563,
567-568
Convoluted structures, Enron, 44
Cooper, Richard, 383
Coping with financial crisis,
579-586
Corporate bonds, 289
Corporate governance and financial
crisis, 411418
activism, shareholder, 414
board of directors, 414
development of corporate
governance, 412
executive pay, 414
and fraud, 413
managerial turnover, 414
policy implications, 415417
private equity, 414
Counterparty risk, credit contagion
from, 509-516
CountryWide Financial, 170
described, 346-347
liquidity shortages, 567
sale of, 349, 351
supervision, breakdown in, 350
Cox, Christopher, 412
CP. See Commercial paper (Ct)
CRARA. See Credit Rating Agency
Reform Act of 2008 (CRARA)
CRAs. See Credit rating agencies
(CRAs)
Crash of 2008. See Financial crisis of
2008
Credit analysis skills, teaching to
financial managers, 130-131
Credit-Anstalt, 327
Credit boom. See also Mortgage credit
boom
generally, 11
Credit contagion from counterparty
risk, 509-516
Credit crisis:
and Enron, 43-50
foundations of, 120
subprime securitization and,
225-230

complacency, 46

development of, 33

financial crisis, role in, 636637

and origins of financial crisis, 81-83,
126-128

oversight, 634-635

reform, regulatory, 638

regulating, 633-638

regulatory reform, 637

risk, 272n. 2

risk models, 294-296

risk-shifting, 227

risk transfer, unlimited, 579-580

security-based swaps,
characterization az. 635

stealth guarantecs, 4445

unregulated riarket, 98

Credit enhancement through

securilizavon, 11

Credit market, buildup and meltdown,

¥

Cradit market crisis of 2007, role of

securitization in, 199-207
declining standards for mortgages,
203-204
mark-to-market accounting, 205, 206
MBS, reasons for purchase of, 202
originate-to-distribute model (OTD),
203
panic of 2007-2008, trigger, 204205
real estate prices, falling, 204-205

Credit rating agencies (CRAs), 377-382

Big Three, 191-192, 194-196

checks on power, 379

competition among, 262

complacency, 46

conflicts, 48

credit rating industry, problems in,
250-252

credit ratings in mortgage
securitization, generally, 249-250

failures of, 356-357

as gatekeepers, 248-249

handicapping the agencies, proposal,
252-253

history of, 378

outsourcing, 295
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overreliance on misleading ratings,
285-287
predatory lending, as facilitators of,
191-196
problematic practices of, 247-257
problems in system, 378-379
reform, proposals for, 380
regulation failure, 195
RMBS securitizations, 194-196
shortcomings, 393, 562
and spreading of crisis, 99
subprime mortgage market, growth
of, 192-193
Credit Rating Agency Reform Act of
2006 (CRARA), 357, 379
Credit rating organizations (CROs). See
Credit rating agencies (CRAs)
Credit Rating Reform Act of 2006, 46
Credit risk:
Basel II Accords, 371-372
Credit risk management technologies:
single-family mortgage industry,
166-167
Credit spreads, equity risk premium,
533
CROs (credit rating organizations). See
Credit rating agencies (CRAs)
CSE program. See Consolidated
Supervised Entity (CSE) program

D
Daily capital charges (1,CC), 311
minimizing within Basel II,
312-314
de Soto, Herbert, 69
Defaults:
projections, subprime mortgages,
152-153
rates, wrong estimates of, 286-287
risks, 504
subprime variable rate mortgages,
150
Defense of Usury (Bentham), 5
Deleveraging, 63
Delinquencies:
ARMs, 560
mortgage delinquency rates, 521
subprime mortgages, 184, 228, 287

Depository Institutions Deregulation
and Monetary Control Act of 1980,
182
Depository Trust Clearing Corporation,
637
Derivative exchanges:
crude models, 318-319
fragile models, 318
1990s-era risk management systems,
pitfalls, 321-322
regime switching, 320-321
risk management, 317-323
robustness, 318-320
robust sophistication, 319-320,
322-323
Derivative instruments:
criticisms of, 33
and SEC, 360
Dimon, Jamie, 4€b
Disclosure. Sez also Disclosure, failure
in swnprime mortgage crisis
Chapter 11 bankruptcy, positional
disclosure, 612-614
increased, 497
laws, mandatory, 263
Disclosure, failure in subprime
mortgage crisis, 443-450
insufficiency, 445-447
supplemental protections,
447-559
terminology, 444445
Disintermediation, 70
Dispute resolution mechanism (DRM),
386
Distress model, subprime mortgages,
184
Diversification, paradox of, 64-65
DJIA. See Dow Jones Industrial
Average
Domain, defined, 383
Dot.com bubble (1995-2001), 31, 52, 56,
469
Dow Jones Industrial Average:
recession of 2008 and 2009, 309-311
12/2007 to 6/2009, 64
DRM. See Dispute resolution
mechanism (DRM)
DYLES strategy, 314
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E
East India Company, 438
Economic crisis, causes and
consequences of, 103-107
Economic future, financial solutions
and:
bankruptcy, Chapter 11, 609-616
bankruptcy, modification of
mortgages in, 601-607
coping with financial crisis,
579-586
credit default swaps, regulating,
633-638
Fannie Mae, reregulating, 617-623
fiscal policy for the crisis, 587-594
Freddie Mac, reregulating, 617-623
hedge funds, regulation of, 625-632
illiquidity and government
intervention, 579-586
long-term cost of financial crisis,
571-578
securitization, future of, 595-600
Economic systems, implication of crisis
for:
credit contagion from counterparty
risk, 509-516
liquidity shocks, transmission cf,
501-507
systemic risk and markets,
495-500
ED], 169
Education, risk modziitig, 304
EESA. See Emergency Economic
Stabilization Act (EESA)
eXtensible Markup Language (XML),
169
Efficiency, 496
EGARCH. See Exponential general
autoregressive conditional
heteroskedasticity (EGARCH)
Eimskip, 553
Eisner, Robert, 38
Electronic Signatures in Global and
National Commerce Act (E-SIGN),
169
Elizabeth I (Queen of England), 438
Emanuel, Rahm, 411
EMC Mortgage Company, 172

Emergency Economic Stabilization Act
(EESA), 43,70, 496, 615n. 7
Emerging markets, implications of
subprime crisis, 559-568
access to finance, 560
adverse selection problem, 561-562
auditors, 564
and Basel II capital Accords, 564
collateral, betting on, 559-560
consumer protection, 563, 567-568
credit rating agencies, shortcomings,
562
financial reporting, 567
GDP, 565
moral hazard problems, 560-561
nondepository lendets, prudential
regulation of, 5:6-567
primary market practices, 565-566
recommendations, 564-568
regulation, 552-564
robust links to capital markets, 567
secondary market practices,
weaknesses in, 560-562
cecuritization, 562-564
underwriting, 563
E-mortgage lending, 169-170
English crisis of 1825-1826, 12
Enron:
complacency, 4547
complexity of crisis, 43-44, 49
conflicts, 47-48
convoluted structures, 44
discussion, 43-50
generally, 31, 357, 404, 413
history, lessons from, 48-49
investor complacency, 46—47
mark-to-market accounting, 45
overview, 43-45
regulatory complacency, 4546
and SPVs, 51
stealth guarantees, 44-45
Equity risk premium, 525-534
credit spreads, 533
price-to-earnings ratio, 531
recent crisis, during, 526-527
rescissions, 527-530
variations, 530-533
volatility, 532
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ESIGN. See Electronic Signatures in
Global and National Commerce
Act (E-SIGN)
EU. See European Union (EU)
Europe:
cost of financial crisis, exhibit, 573,
575
securitized loans, 53
European Central Bank, 489, 555
European Economic Area, 548, 550
European Financial Directive, 548
European Second Banking Directive,
391
European Union (EU), 385-386, 549
collective international effort,
proposed, 592
Evolution of current crisis, 17-19
Executive compensation, 414
and global financial crisis of 2008,
33-34
Exista, 554
Exponential general autoregressive
conditional heteroskedasticity
(EGARCH), 311
Exports, China, 20

F

Fama, Eugene, 38

Fannie Mae:
automation of mortgage origination

process, 165, 167
beginnings of, 38,51-52, 56
changes in mortgage market
(2004-2009), 170-171

conflicts of interest, 34
and credit crisis, 439-440
EDI, 169
e-mortgage lending, 169
enactment of, 134
and end of bubble, 28
financing techniques, 80
foundation of model, 439
generally, 3
government takeover of, 33
history of, 355-356
and Hope Now, 235
and institutional failures, 437-442
loss mitigation, 156

as major player, 25-26
as model, 35
modern secondary mortgage market,
creation of, 438-439
mortgage market size, politics and,
26-27
and origins of financial crisis,
128
and political economics, 23-24
reregulating, 617-623
return on investment, 440-441
and rise of subprime, 228
and spreading of crisis, 100
spreading of crisis to, 17-18
FAS No. 157, 205, 362
FBR. See U.S. Federal Reserve Banks
FDIC. See Federal Pevuosit Insurance
Corporatior: (DIC)
FDICIA. See FDIC Improvement Act
(FDICIA,
FDIC Imiprovement Act (FDICIA), 340,
247552
Fed. S2e U.S. Federal Reserve Banks
Foderal Deposit Insurance Corporation
(FDIC):
beginnings of, 38
requirements, 52
Federal Home Loan Mortgage
Corporation. See Freddie Mac
Federal Housing Administration
(FHA). See also FHA loans
generally, 155, 618
Ginnie Mae, 619-620
payment requirements, easing,
358
Federal Housing and Finance Agency
(FHFA), 170, 623n. 4
Federal National Mortgage
Association. See Fannie Mae
Federal Open Market Committee
(FOMC), 484, 486
Federal Register, 38-39
Federal Reserve Bank of New York
(FRBNY), 484-486, 635-637
Federal Reserve Banks. See U.S. Federal
Reserve Banks
Federal Reserve Notes, 484
FFR, 53
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FHA loans, 134, 135, 155-161
policy implications, 158-160
recent market trends, 156-158
FHASecure, 156
FHFA. See Federal Housing and
Finance Agency (FHFA)
FHLMC. See Freddie Mac
FICO score, 110, 133, 137
piggyback arrangements, 171
and screening, 218-223
Financial conglomerates and financial
crisis, 403-410
Financial crisis of 2007-2009:
and regulation, 337-343
Financial crisis of 2008. See also
Behavior basis of financial crisis;
Credit market crisis of 2007, role of
securitization in; Global financial
crisis of 2008, causes of
bubble, end of, 27-28
causes of, 103-107
consequences of, 103-107
ending of, 125-131
generally, 14
government support for mortgage
markets, 23-24
liquidity crisis, generally, 127-123
making of, 125-131
mortgage crisis, generally,
126-127
mortgage market sizc. politics and,
26-27
origins of, 119-124
paradoxes of (See Paradoxes of
financial crisis of 2008)
political economy of, 23-29
regulatory-induced funds for credit,
24-26
solutions, 129-130
wealth. government policies and
evaporation of, 28-29
worldwide economic crisis,
generally, 128-129
Financial crisis of 2008-2009:
risk management during, 307-316
Financial engineering, 119-124
Financial innovation, paradox of,
65-66

Financial institutions, spreading of
crisis among, 95-102
credit market, buildup and
meltdown, 97
Fannie Mae, 100
Freddie Mac, 100
leverage, 99-100
liquidity freeze, 98
mortgage market, buildup and
meltdown, 97
needed regulatory fixes, 98-101
new financial products, 98-99
origination practices, 98-99
rating agencies, 99
and regulation, 100-101
securitization, 99
and supervision,:00-101
Financial leverage
secondary-irianagement conflicts,
422423
Financizi managers:
credit analysis skills, teaching,
130-131
r:aancial reporting, emerging markets,
567
Financial Sector Assessment Program
(FSAP), 386
Financial Services Administration
(FSA), 71, 351
Financial Stability Board (FSB),
386-387
Financial Stability Forum, 373, 386, 394
Financial stability, search for, 328-330
Firms, fiscal stimulus aimed at, 590
First Amendment, 379
First American LoanPerformance,
110-111, 151
Fiscal policy for the crisis, 587-594
collective international effort,
proposed, 592
composition of fiscal stimulus,
588-590
consumers, fiscal stimulus aimed at,
589-590
firms, fiscal stimulus aimed at, 590
history, lessons from, 588
insurance, provision by public sector,
591-592
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proposals, 591-592
public spending on goods and
services, 589
sustainability concerns, 590-592
Fisher, Irving, 37
Fitch Ratings, 34, 191, 194, 251
as CRO competitor, 381n. 1
Fixed-rate mortgages (FRMs):
myths regarding, 89-90
Flawed asset type securitization,
596-597
FL Group, 553-554
FNMA. See Fannie Mae
FOMC. See Federal Open Market
Committee (FOMC)
Foreclosures:
and mortgage servicers, 232-234
simulations for 2005, 115
subprime mortgages, 184, 185, 228
Fractional reserve banking:
consolidation of, 6
maintenance of, 7
Franklin, Benjamin, 5
Fraud:
borrowers, 48
and corporate governance, 413
Freddie Mac:
automation of mortgage origination
process, 165, 167
beginnings of, 51-52, 5¢
changes in mortgage maiket
(2004-2009), 170-171
and credit crisis, 439-440
described, 356
EDI, 169
e-mortgage lending, 169
enactment of, 134
and end of bubble, 28
financing techniques, 80
foundation of model, 439
generally, 3
government takeover of, 33
and Hope Now, 235
and institutional failures, 437-442
loss mitigation, 156
as major player, 25-26
modern secondary mortgage market,
creation of, 438-439
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mortgage market size, politics and,
27
and origins of financial crisis, 128
and political economics, 23-24
reregulating, 617-623
return on investment, 440-441
and rise of subprime, 228
and spreading of crisis, 100
spreading of crisis to, 17-18
Free markets and regulation, 32-33
Friedman, Milton, 479, 480n. 9
Friedman, Stephen, 465
FRMs. See Fixed-rate mortgages
(FRMs)
FSA. See Financial Services
Administration (FSA)
FSAP. See Financial-$ector Assessment
Program (FSA?)
FSB. See Finaricial Stability Board (FSB)
Fuld, Richara 3-34, 54
Funding iiquidity, 504
Futuie crises, avoidance of, 70-74

—~
(&1

5-10 (Group of Ten), 370
G-20 (Group of Twenty), 386
GAO. See U.S. General Accounting
Office
GARCH. See Generalized
autoregressive conditional
heteroskedasticity (GARCH)
GDP:
Australia, 53, 55
and credit boom, 11
decline in, 467
emerging markets, 565
and exports, 20
Iceland, 545, 548, 549
normal times, 468
and personal consumption, 106
securitized loans, 53
United States, 334n. 1
GE Money Motor Solutions, 539
Generalized autoregressive conditional
heteroskedasticity (GARCH), 307,
311
Georgia, Fair Lending Act, 195
German Landesbank Sachsen LB, 562
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GFC. See Global financial crisis
Ginnie Mae:
creation of, 356, 618-619
generally, 620
MBS program, 622
GJR model. See
Glosten-Jagannathan-Runkle
(GJR) model
Glass-Steagall Act of 1935:
abolishment of, 139
beginnings of, 38
final repeal of, 391
generally, 24-25
GLBA. See Gramm-Leach-Bliley Act of
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