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April 57 April 0
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Growth of Debt of the U.S. Financial Sector, 1969-2006

1969 1979 1989 1999 2004

2006
Total outstanding 00(est) 505 2999 7,607 1L8es 14184
(sbillions)

Financial sector'sshare  7.5%  118% 187% 297% 315% 317%
of outstanding debt

of all sectors

Domestic financial debtas 12%  21%  44%

B 0% 0%
apercentage of US. GDP
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Year  Rescue Govemment methodology
198292 Mexico, Argentina,  Federal Reserve and treasury rlicl
Brazi debt crisis package to avoid domino effect on
US. banks
198 Continental linois ~ S4 bllion Fed, treasury, and FDIC rescue
Bankaid package
Late 19805 Discount windows Fed provides loans to 350 weak banks that
bailouts that would later fai,giving big depositors
1987 Post-stock market Massiveliquidity provided by Fed, and
dive rescue rumors ofFed dandestine involvement
in futures market
198992 SKLbailout US. spends 5250 billon to bail out hun-
dreds of S&Ls mismanaged into insolvency.
199092 Ciibank and Bank of 4 billion  help BEN, then goverment
New England bailouts  assistance in arranging 2 Saudiifusion
for Ciibank.
199495 Mexican pesorescue  Treasury helps support the peso to backstop
US.investors in highyield Mexican deb.
1997 Asian currency bailout U, government pushes IMF for rescue of
embattled East Asian currencies to save
American and other forcign lenders.
1998 LongTerm Capital  Fed chairman Greenspan helps arrange
Managementbailout  bailout for shaky hedge fund with high
powered domestic and intemational
1999 2K fears Liquidity pumped outby Fed to ease Y2K
concem helps fuel final NASDAQ bubbling.
20015 Post-stock market Fed cuts UsS. interest rates 0 d6-yearlows
crash rate cuts o reflect US. financial and real state asets
and protect the U.S. economy’s newly
dominant FIRI: sector.
2007 Structured investment  Treasury Secretary Paulson proposes supe

vehicl

ind subprime
morgage bailouts

SIV fund to rescue top banks and negotiates
subprime mortgage relief mechanism,
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4 Chronology of Risk Management Technigues

o called isk management techniques proliferated i the 19905 and thercafie,
bt the products that became famous in 2007-8 (morigage backed securities,
collateralzed debt obligations,collterlized mortgage oblgations, credit default
swaps) had varied origins, caching hold i the 1990 but bllooningin the 2005,
Mortgage backed securiies (MBSS) arose from the secondary market n 1970,
and in 1983, FNMA introduced the frst collateralized mortgage obligation
(CMO). Sperry Leasing Finance Company developed thefrst asset backed secu
ity (ABS) in 1985. The collteralized debr obligation (CDO) was invented in
1987 by Drexcl Burnham but developed during the 1990s. Credit defaul swaps
(CDSS)came into use during the carly 19905, but thir volume metastasized only
during the 20005
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‘The Top Ten from Each Year's BusinessWeck Survey of the
Highest-Paid U.S. Executives

Name/ Firm and Compensation (8 millions)

7Schlumberger 57
. Hickey/General Instrument 53
). Kluge/ Metromedi a2
J. Riboud/Schlumberger 30
H. Gray/United Tech 30
R. Adam/NL Industries 29
R Cizik/ Cooper Industries 28
D. Tendler/Philbro 27
A Busch/ Anheuser-Busch 26
. Hartley/ Union Ol 23
W01
F. Wells/Disney 321
E. Horrigan/ RIR Nal 217
. Johnson/ RJR Nabisco 211
M. Davis/Gulf & Western 163
R_Gelb/ Bristol-Myers 141
W. Stirtz/ Ralston-Purina 129
B. Kerr/ Pennzoil s
). Licdike/ Pennzoil s
P_ Fireman/ Recbok 1
2000
John Reed/Citigroup E
5. Weill/Citigroup 25
G. Levin/ AOL Time-Wamer 164
J. Chambers/ Cisco 157
H_ Silverman/ Cendant 137
L. Koslowski/ Tyco 125
J. Weleh, 123
D. Peterschmidt/Inktomi 108
K. Kalkhoven/JDSU 107

D. Wetherell/ CMGI 104
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‘The Top Ten from Financial World’s Annual Surveys of Wall Street’s

Top One Hundred Earners ($ millions)

CALENDAR YEAR 1986

Michel David-Weill, Lazard Fréres &
George Soros, Soros Funds 90-100
Richard Dennis, C&D Commodities 50
Michacl Milken, Drexel Burnham uptos0
J.M. Davis, D. H. Blair 60-65
Jerome Kohlberg, KR 50
George Roberts, KKR 50
Henry Kravis, KR 50
Ray Chambers, Wesray 4550
William Simon, Wesray 4550
CALENDAR YEAR 1991
George Soros, Soros Funds g
Julian Robertson, Tiger Mgt 6
Paul Tudor Jones, Tudor Group &
Bruce Kovner, Caxton Corp &
Michael Steinhardt, Steinhardt Partners 55
John Henry, |. W. Henry & Co. 50
KKR a5
. Creative Artsts Agency W
Robert MacDonnell, KKR 3
CALENDAR YEAR 1996
George Soros, Soros Funds 800
Julian Robertson, Tiger Mgt 300
Henry Kravis, KKR 265
George Roberts, KKR 265
Stanley Druckenmiller, Soros Funds 200
Robert MacDonnell, KKR 200
Sam Fox, Harbour Group 190
“Thomas Lee, Thomas H. Lee Co 130
Nick Roditi, Soros Funds. 125
Jerome Kohlberg, KR 1
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Fixed Costs as a Share of Family Income.
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Alternate CPI Measures Year-to-Year Change,
Not Seasonally Adjusted, to August 2007
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‘The InvesTech Internet Index, 1995-2002,

and the InvesTech Housing Bubble Bellwether Index, 2000-2007
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Crude oil imports (thousands of barrels per day).
for 2007, year to date through Augus
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‘The Late-Nincteenth-Century Gilded Age, the Roaring Twentics, and
the Post-1952 Second Gilded Age

Conservative politics: Mostly Republican presidents but several conservative
Democrats

Normative support for reduced government: Laissez:faire, reduced regulation,
deregulation, privatization.

Poor dimate for labor: Hostility to unions, decli
Toss ofinfluence.

Large-scale corporate restructuring: Rise of trus
waves, holding companics, leveraged buyouts.

Tax reduction: Reduction or climination of wartime taxes, reduction of top
personalincome tax rates.

Disinflation or deflation: Return to hard currency, productivity gains, tight
‘monetary policy.

“Two-tier cconomy: Difficult i
industrial areas; booms in cmerging industrial, serv
centers

Concentration of wealth: Huge gains in the 10p 1 percent of wealth and
income relative to the rest of the population.

Increased debt and speculation: Major increases in individual and corporate
debt, innovation in types of credit and debt instruments, heavy

g labor union membership,

consolidation and merger

n agriculiural and mining regions and old
¢, and financial

speculation,
Speculative implosions and stock market crashes: 1873, 1893, 1929, 1987,
2000, and 2007.
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“The thirty ichest familics The thirty richest familics and individuals
and individuals of 1952 of 1999
(amounts only)

ssobil Bill Gates (Microsoft) 385 bl
66Dl Walton family (Wal-Mart) s0bil
33bil Paul Allen (Microsoft) a0bil
20bil Warren Buffett nvestor) 31bil
20bil Steven Ballmer (Microsoft) 23bil.
20bil isher family (The Gap) 20bil
16bil. Michael Dell (computers) 20bil.
L4l Cox family (media) 19bil
120l Mars family (candy) 16l
Lobil Gordon Moore (intel) 15 bil.
Lobil McCaw family (cell phones) 13l
LObil. du Pont family (inheritance) 13bil
Lobil. Bass family (oil) 13bil
Lobil Dorrance family (food) bl
L0l Johnson family (Fidelity Inv.) bl
Lobil Phillp Anschutz (fiber optics) bl
Lobil John Kluge (media) 1 bil
Lobil. Pritzker family (real estate) 10bil,
950 mil Mellon family (inheritance) 10bil
800 mil. Sumner Redstone (media) 9bil.
750 mil Newhouse family (media) obil.
700 mil Koch family (o) $bil
650 mil Rockefeller family (inheritance) $bil
650 mil JefF Bezos (Intemet) 8bil
600 mil Kirk Kerkorian (entemtainment) 7bil
00 mil Ted Tumer (media) 7bil
550 mil Rupert Murdoch (media) 7bil
550 mil. Charles Schwab (finance) 7bil

525 mil Phipps family (nheritance) 7bil
500 mil Hearstfamily (media) 7bil
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KEVIN PHILLIPS

BAD MONEY

Reckless Finance, Failed Politics, and

the Global Crisis of American Capitalism

PENGUIN BOOKS
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Single-Family Median Home Prices
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Global Issuance of Collateralized Debt Obligations (§ billions)
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