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Cheap Money
Extends Credit
and Risk
Expands

to Match

Sources: Federal Reserve; U.S.
Treasury Department; Inside
Martgage Finance; UBS; Dealogic

Encouraged lending
to less-qualified
home buyers...

Subprime-mortgage
originations

First ]Full
quarter = |yoar

$750 billion - -

850+ winievee

2000

‘05 ‘07

Lower rates

for U.S. borrowers...
U.S. federal-funds
interest-rate target, the

short-term lending
benchmark

ﬂllll

1995 2000 ‘05 0

On increasingly

risky terms...

The ratio of loans to
property value rose and
more loans were made to
borrowers with less-than-
full documentation;
subprime loans only

1&; B Py e L T
Combined

loan-to-value
Eﬂ"""""”"“""”"""" ﬁ“ﬂ

20 Percentage

with low

documentation

u I LI 1 L LI ! L L L Ll 1 1
1995 2000 ‘05

And foreign appetite
for U.S. debt...

Net foreign purchases
of U.S. debt securities,
including Treasurys,
agencies and

corporate bonds

$LORAINION - cvcneemrnenmensnsie

Through g7 Full
0.8 May ]year-

0.2
0

1995 2000 ‘05 07
Fueling new kinds
of investment
Collateralized debt

obligations issued

Year-to-date -!] CDOs

$375 billion -

05

1999 ‘01 ‘03 07
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End of the Line

The transformation of Goldman Sachs and Morgan Stanley into traditional bank
holding companies marks the end of Wall Street’s big standalone investment banks.
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