
 

 

A

E
C

O
N

O
M

IC
 C

R
IS

IS
 

 W
h

o
 is h

u
rt b

y th
is la

w
: E

veryon
e w

h
o w

as relyin
g on

 good
 law

s from
 

th
e 

N
ew

 
D

eal: 
E

igh
t 

d
ecad

es 
ago 

th
e 

econ
om

y 
w

as 
ram

p
an

t 
in

 
sp

ecu
lation

s, tax breaks for th
e rich

, an
d

 w
eak labor u

n
ion

s, sim
ilarly to 

th
e 20

0
0

s w
h

ere B
u

sh
 p

rovid
ed

 tax cu
ts for th

e w
ealth

y (see T
axes, p

g. 
121), in

 ad
d

ition
 to fin

an
cin

g tw
o w

ars (see W
ars, p

g. 134
), th

e lack of 
en

forcem
en

t of th
e F

air L
abor Stan

d
ard

s A
ct (see L

abor, p
g. 10

0
), an

d
 th

e 
d

eregu
lation

 law
s th

at h
as w

ip
ed

 ou
t th

e old
 good

 law
s h

as sw
ep

t th
e U

.S. 
econ

om
y in

to a d
eep

 h
ole even

 w
ith

 th
e bailou

t. 
     C

red
it d

efau
lt sw

ap
s (C

D
Ss) are essen

tially in
su

ran
ce p

olicies coverin
g 

th
e losses on

 secu
rities in

 th
e even

t of a d
efau

lt. T
o p

rotect th
em

selves 
again

st su
ch

 d
efau

lts, bon
d

 in
vestors cou

ld
 agree to p

ay a p
eriod

ic fee to 
h

ave an
oth

er p
arty cover th

e losses. B
ecau

se of th
e sw

ap
-related

 p
rovision

s 
of G

ram
m

's bill—
w

h
ich

 w
ere su

p
p

orted
 by F

ed
 ch

airm
an

 A
lan

 G
reen

sp
an

 
an

d
 T

reasu
ry Secretary L

arry Su
m

m
ers—

a $
6

2 trillion
 m

arket (n
early fou

r 
tim

es th
e size of th

e en
tire U

S stock m
arket) rem

ain
ed

 u
tterly u

n
regu

lated
, 

m
ean

in
g n

o on
e m

ad
e su

re th
e ban

ks an
d

 h
ed

ge fu
n

d
s h

ad
 th

e assets to 
cover th

e losses th
ey gu

aran
teed

. 1 “Sin
ce th

en
, big h

ed
ge fu

n
d

s an
d

 oth
er 

trad
ers d

iscovered
 th

at sw
ap

s cou
ld

 be trad
ed

 an
d

 u
sed

 to sp
ecu

late on
 

h
ow

 close a com
p

an
y w

as to collap
se. T

h
e m

arket m
u

sh
room

ed
. Its total 

valu
e ou

tgrew
 th

at of all p
u

blicly trad
ed

 stocks com
bin

ed
. T

h
e sw

ap
s 

m
arket began

 to affect th
e fin

an
cial system

 in
 on

ce u
n

im
agin

ed
 w

ays.”
2 

B
etw

een
 19

9
4

 an
d

 20
0

4
, su

bp
rim

e m
ortgage len

d
in

g grew
 from

 $
35 billion

 
to $

530
 billion

. 3 
 U

.S
. L

a
w

:  G
la

ss-S
te

a
g

a
ll A

ct (19
3

3
)

4 
C

on
gress p

assed
 th

e G
lass-Steagall A

ct (th
e B

an
kin

g A
ct of 19

33) as an
 

em
ergen

cy 
resp

on
se 

d
u

rin
g 

th
e 

G
reat 

D
ep

ression
. 

It 
p

roh
ibited

 
com

m
ercial ban

ks (focu
sin

g on
 con

su
m

er activities su
ch

 as ch
eckin

g an
d

 
savin

gs) 
from

 
en

gagin
g 

in
 

th
e 

in
vestm

en
t 

bu
sin

ess 
(d

ealin
g 

w
ith

 
sp

ecu
lative trad

in
g an

d
 m

ergers). It gave th
e F

ed
eral R

eserve System
 

tigh
ter regu

lation
 of n

ation
al ban

ks; p
roh

ibited
 ban

k sales of secu
rities; 

an
d

 created
 th

e F
ed

eral D
ep

osit In
su

ran
ce C

orp
oration

 (F
D

IC
), to in

su
re 

ban
k d

ep
osits w

ith
 a p

ool of m
on

ey ap
p

rop
riated

 from
 ban

ks. 5 
 T

h
e A

ct w
as bu

ilt on
 th

e F
e

d
e

ra
l R

e
se

rv
e

 A
ct (19

13
) creatin

g a n
ation

al 
ban

kin
g 

system
, 

an
d

 
th

e 
F

e
d

e
ra

l 
T

ra
d

e
 

C
o

m
m

issio
n

 
A

ct 
(19

14
) 

p
roh

ibitin
g u

n
fair or d

ecep
tive bu

sin
ess p

ractices. T
h

e T
ru

th
 in

 L
e

n
d

in
g

 
A

ct (19
6

8
)

6 requ
ired

 ban
ks to d

isclose loan
 term

s &
 fees. “T

o assu
re a 

m
ean

in
gfu

l d
isclosu

re of cred
it term

s so th
at th

e con
su

m
er w

ill be able to 
com

p
are m

ore read
ily th

e variou
s cred

it term
s available to h

im
 an

d
 avoid

 
th

e 
u

n
in

form
ed

 
u

se 
of 

cred
it, 

an
d

 
to 

p
rotect 

th
e 

con
su

m
er 

again
st 

in
accu

rate an
d

 u
n

fair cred
it billin

g an
d

 cred
it card

 p
ractices.”
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 B L
A

W
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 W
H

IC
H

 W
E

A
K

E
N

E
D

 G
L

A
S

S
-S

T
E

A
G

A
L

L
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 B
a

n
k

 H
o

ld
in

g
 C

o
m

p
a

n
y A

ct A
m

e
n

d
m

e
n

ts (19
70

)
8 

R
equ

ired
 F

ed
eral R

eserve B
oard

 ap
p

roval for th
e establish

m
en

t of a ban
k 

h
old

in
g com

p
an

y. P
roh

ibited
 ban

k h
old

in
g com

p
an

ies h
ead

qu
artered

 in
 

on
e state from

 acqu
irin

g a ban
k in

 an
oth

er state. 9 A
llow

ed
 com

m
ercial 

ban
ks, 

via 
h

old
in

g 
com

p
an

ies, 
to 

both
 

accep
t 

d
ep

osits 
an

d
 

m
ake 

com
m

ercial loan
s. 10 

 G
a

rn
-S

t. G
e

rm
a

in
 D

e
p

o
sito

ry In
stitu

tio
n

s A
ct (19

8
2

)
11 

"T
h

e official d
escrip

tion
 of th

e bill w
as ‘A

n
 A

ct to revitalize th
e h

ou
sin

g 
in

d
u

stry by stren
gth

en
in

g th
e fin

an
cial stability of h

om
e m

ortgage len
d

in
g 

in
stitu

tion
s an

d
 en

su
rin

g th
e availability of h

om
e m

ortgage loan
s.”’ 12 T

h
e 

d
eregu

lation
 of th

e savin
gs an

d
 loan

 in
d

u
stry led

 to its collap
se seven

 years 
later. “O

n
 F

eb. 6
, 19

8
9

, P
res. G

eorge H
.W

. B
u

sh
 bails ou

t S&
L

 in
d

u
stry; 

am
on

g th
ose h

elp
ed

 is h
is son

, Jeb, as govern
m

en
t takes over m

ost of a $
5 

m
illion

 secon
d

 m
ortgage on

 h
is M

iam
i office bu

ild
in

g.”
13  

 F
e

d
e

ra
l D

e
p

o
sit In

su
ra

n
ce

 C
o

rp
o

ra
tio

n
 Im

p
ro

v
e

m
e

n
t A

ct o
f 

19
9

1 (F
D

IC
IA

)
14 

F
D

IC
IA

 w
as en

acted
 to p

rovid
e m

easu
res to su

stain
 th

e ban
k in

su
ran

ce 
fu

n
d

 (B
IF

) as w
ell as p

rovid
e for regu

latory ch
an

ges to stren
gth

en
 th

e 
ban

kin
g in

d
u

stry. In
clu

d
ed

 in
 Section

 131 of F
D

IC
IA

 w
as a requ

irem
en

t for 
th

e O
ffice of th

e In
sp

ector G
en

eral (O
IG

) of th
e p

rim
ary fed

eral ban
kin

g 
regu

lator to con
d

u
ct a review

 of th
e failed

 fin
an

cial in
stitu

tion
 w

h
en

 th
e 

d
ep

osit in
su

ran
ce fu

n
d

s in
cu

r a m
aterial loss. 

 T
h

e
 O

IG
 re

p
o

rt fin
d

in
g

s in
 “S

u
m

m
a

ry o
f M

a
te

ria
l L

o
ss R

e
v

ie
w

s 
o

f F
a

ile
d

 N
a

tio
n

a
l B

a
n

k
s a

n
d

 T
h

rift In
stitu

tio
n

s B
e

tw
e

e
n

 19
9

3
 

a
n

d
 2

0
0

2
”: “F

or th
e 6

 oth
er failed

 in
stitu

tion
s, m

an
agem

en
t d

evelop
ed

 
eith

er n
ew

 h
igh

-risk p
rod

u
cts/services or h

igh
-risk variation

s for existin
g 

bu
sin

ess strategies an
d

 im
p

lem
en

ted
 th

em
 w

ith
ou

t ap
p

rop
riate safety an

d
 

sou
n

d
n

ess stan
d

ard
s. T

h
ese bu

sin
ess strategies w

ere th
en

 aggressively 
p

u
rsu

ed
 w

ith
 little or n

o regard
 to th

e n
ecessary m

an
agerial exp

ertise, 
ad

equ
ate oversigh

t by th
e in

stitu
tion

s’ board
s of d

irectors, or ad
equ

ate risk 
m

an
agem

en
t strategies. W

h
en

 p
roblem

s arose, m
an

agem
en

t w
as u

n
able to 

restore th
e in

stitu
tion

 to p
rofitability an

d
 avert fu

rth
er cap

ital d
ep

letion
. 

T
h

is strategy of in
vestin

g h
eavily in

 h
igh

-risk activities w
ith

ou
t ap

p
rop

riate 
safegu

ard
s u

ltim
ately p

roved
 costly to th

e in
stitu

tion
s an

d
 th

e d
ep

osit 
in

su
ran

ce fu
n

d
s.”

15 
 T

ru
th

 in
 L

e
n

d
in

g
 A

ct “R
e

fo
rm

” (S
e

p
t. 3

0
, 19

9
5

)
 16 

“E
asin

g 
regu

lation
s 

on
 

cred
itors; 

bill 
p

ow
ered

 
th

rou
gh

 
by 

R
ep

. 
B

ill 
M

cC
ollu

m
 (R

-F
L

), a key recip
ien

t of fin
an

ce, in
su

ran
ce, an

d
 real estate 

(F
IR

E
) d

on
ation

s ($
136

,0
0

0
 in

 19
9

3-9
4).”

17 



 

 

C

G
ra

m
m

-L
e

a
ch

-B
lile

y A
ct (19

9
9

)
18 

A
 

ban
k 

d
eregu

lation
 

bill 
th

at 
u

n
d

erm
in

ed
 

th
e 

G
lass-Steagall 

A
ct 

by 
op

en
in

g u
p

 com
p

etition
 am

on
g ban

ks, secu
rities com

p
an

ies an
d

 in
su

ran
ce 

com
p

an
ies. It p

assed
 th

e Sen
ate 9

0
-8

 an
d

 w
as sign

ed
 by P

resid
en

t C
lin

ton
 

w
h

ich
 led

 to a w
ave of m

egam
ergers “too big to fail.” T

h
e d

rivin
g force w

as 
Sen

. P
h

il G
ram

m
 (R

-T
X

) w
h

o h
ad

 received
 $

4
.6

 m
illion

 from
 th

e F
IR

E
 

sector over th
e p

reviou
s d

ecad
e. 19 

 C
o

m
m

o
d

ity F
u

tu
re

s M
o

d
e

rn
iza

tio
n

 A
ct (D

e
c. 14

, 2
0

0
0

)
2

0 
     T

h
e H

ou
se an

d
 Sen

ate version
s of th

e bill w
ere in

trod
u

ced
 ju

st p
rior to 

th
e C

h
ristm

as h
olid

ay in
 D

ecem
ber of 20

0
0

, follow
in

g G
eorge W

 B
u

sh
's 

(first) election
 (in

 N
ovem

ber of 20
0

0
), w

h
ile th

en
-P

resid
en

t C
lin

ton
 w

as 
servin

g ou
t h

is fin
al d

ays as P
resid

en
t. T

h
e bill w

as n
ever d

ebated
 by th

e 
H

ou
se or Sen

ate. T
h

e bill by-p
assed

 th
e su

bstan
tive p

olicy com
m

ittees in
 

both
 th

e H
ou

se an
d

 th
e Sen

ate so th
at th

ere w
ere n

eith
er h

earin
gs n

or 
op

p
ortu

n
ities for record

ed
 com

m
ittee votes. In

 su
bstan

ce, it ap
p

ears th
at 

th
e 

lead
ersh

ip
 

of 
th

e 
R

ep
u

blican
-con

trolled
 

Sen
ate 

an
d

 
H

ou
se 

in
corp

orated
 th

e d
eregu

lation
 of cred

it d
efau

lt sw
ap

s in
to an

 om
n

ibu
s 

bu
d

get 
bill 

(w
ith

ou
t 

h
earin

gs 
or 

record
ed

 
votes) 

at 
a 

tim
e 

w
h

en
 

th
e 

ou
tgoin

g p
resid

en
t w

as in
 n

o p
osition

 to veto an
yth

in
g. 

  W
h

a
t th

e
 la

w
 p

ro
v

id
e

s:  Sen
. G

ram
m

 attach
ed

 a 26
2 p

age am
en

d
m

en
t 

to an
 om

n
ibu

s ap
p

rop
riation

s bill to d
eregu

late d
erivatives trad

in
g. T

h
is 

law
 u

n
leash

ed
 th

e d
erivatives m

arket an
d

 p
aved

 th
e w

ay for ban
ks to 

becom
e m

ore aggressive ab
ou

t in
vestin

g in
 m

ortgages. 21 
      T

h
is law

 gave rise to th
e “E

n
ron

 loop
h

ole” an
d

 op
en

ed
 th

e d
oor to an

 
exp

losion
 

in
 

n
ew

, 
u

n
regu

lated
 

secu
rities. 

“T
h

e 
legislation

 
con

tain
ed

 
a 

p
rovision

—
lobbied

 for by E
n

ron
, a gen

erou
s con

tribu
tor to G

ram
m

—
th

at 
exem

p
ted

 en
ergy trad

in
g from

 regu
latory oversigh

t, allow
in

g E
n

ron
 to ru

n
 

ram
p

an
t, 

w
reck 

th
e 

C
aliforn

ia 
electricity 

m
arket, 

an
d

 
cost 

con
su

m
ers 

billion
s before it collap

sed
.”

22 
 A

m
e

rica
n

 H
o

m
e

o
w

n
e

rsh
ip

 a
n

d
 E

co
n

o
m

ic O
p

p
o

rtu
n

ity A
ct (D

e
c. 

2
7, 2

0
0

0
)

23 
T

h
e act m

akes it h
ard

er for con
su

m
ers to get ou

t of len
d

er-requ
ired

 
in

su
ran

ce. 
 B

a
n

k
ru

p
tcy 

A
b

u
se

 
P

re
v

e
n

tio
n

 
a

n
d

 
C

o
n

su
m

e
r 

P
ro

te
ctio

n
 

A
ct 

(A
p

ril 2
0

, 2
0

0
5

)
24  

T
h

e act m
akes it h

ard
er for con

su
m

ers (bu
t n

ot bu
sin

esses) to d
isch

arge 
d

ebts. T
h

e strict m
ean

s test th
at w

ou
ld

 force m
ore d

ebtors to file u
n

d
er 

C
h

ap
ter 13 (u

n
d

er w
h

ich
 a p

ercen
tage of d

ebts m
u

st be p
aid

 over a p
eriod

 
of 3-5 years) as op

p
osed

 to C
h

ap
ter 7 (u

n
d

er w
h

ich
 d

ebts are p
aid

 on
ly ou

t 
of existin

g assets), th
e ad

d
ition

al p
en

alties an
d

 resp
on

sibilities th
e bill 

 

 D p
laced

 on
 d

ebtors, an
d

 th
e bill's m

an
y p

rovision
s favorable to cred

it card
 

com
p

an
ies. 

 H
o

u
sin

g
 a

n
d

 E
co

n
o

m
ic R

e
co

v
e

ry A
ct o

f 2
0

0
8

25  
T

h
is legislation

 stren
gth

en
s an

d
 m

od
ern

izes th
e regu

lation
 of th

e h
ou

sin
g 

govern
m

en
t-sp

on
sored

 en
terp

rises (G
SE

s) –
 F

an
n

ie M
ae an

d
 F

red
d

ie M
ac 

(th
e en

terp
rises) an

d
 th

e F
ed

eral H
om

e L
oan

 B
an

ks (F
H

L
B

s or B
an

ks) –
 

an
d

 exp
an

d
s th

e h
ou

sin
g m

ission
 of th

ese G
SE

s. In
 ad

d
ition

, it creates a 
n

ew
 p

rogram
 at F

H
A

 th
at w

ill h
elp

 at least 40
0

,0
0

0
 fam

ilies save th
eir 

h
om

es from
 foreclosu

re by p
rovid

in
g for n

ew
 F

H
A

 loan
s after len

d
ers take 

d
eep

 d
iscou

n
ts. 26 

� In
creases th

e n
ation

al d
ebt lim

it from
 $

9
.8

2 trillion
 to $

10
.6

2 trillion
 

(Sec. 30
8

3).  
� E

stablish
es th

e H
om

e O
w

n
ersh

ip
 P

reservation
 E

n
tity F

u
n

d
 to fu

n
d

 th
e 

H
O

P
E

 (H
om

e O
w

n
ersh

ip
 P

reservation
 E

n
tity) for H

om
eow

n
ers 

P
rogram

, w
h

ich
 w

ill in
su

re u
p

 to $
30

0
 billion

 for 30
 year refin

an
ced

 
loan

s for d
istressed

 borrow
ers betw

een
 O

ctober 1, 20
0

8
-Sep

tem
ber 30

, 
20

11 (Sec. 14
0

2).  
� P

rovid
es th

at th
e m

ortgagor an
d

 th
e Secretary for H

ou
sin

g an
d

 U
rban

 
D

evelop
m

en
t each

 receive 50
 p

ercen
t of th

e ap
p

reciation
 valu

e for each
 

eligible m
ortgage in

su
red

 u
n

d
er th

e H
O

P
E

 p
rogram

 if ch
an

ges occu
r to 

th
e p

rop
erty valu

e 5 years after th
e loan

 is taken
 over by H

O
P

E
 (Sec. 

14
0

2).  
� A

llocates $
3.9

2 billion
 in

 gran
ts to States an

d
 oth

er u
n

its of local 
govern

m
en

t to red
evelop

 aban
d

on
ed

 an
d

 foreclosed
 p

rop
erty an

d
 $

18
0

 
m

illion
 to th

e N
eigh

borh
ood

 R
ein

vestm
en

t C
orp

oration
, given

 th
at at 

least 15 p
ercen

t of th
e $

18
0

 m
illion

 be p
rovid

ed
 to h

ou
sin

g cou
n

selin
g 

organ
ization

s th
at p

rovid
e services for loss m

itigation
 to m

in
ority an

d
 

low
-in

com
e h

om
eow

n
ers (Sec. 230

5).  
� E

stablish
es a H

ou
sin

g T
ru

st F
u

n
d

 to be u
sed

 to in
crease an

d
 p

reserve th
e 

su
p

p
ly of ren

tal h
ou

sin
g for extrem

ely low
 an

d
 very low

-in
com

e 
fam

ilies (Sec. 1131).  
� E

stablish
es th

e F
ed

eral H
ou

sin
g F

in
an

ce A
gen

cy, w
ith

 regu
latory 

au
th

ority over F
an

n
ie M

ae, F
red

d
ie M

ac, th
e F

ed
eral H

om
e L

oan
 

B
an

ks, an
d

 th
e O

ffice of F
in

an
ce (Sec. 110

1).  
� Sets con

form
in

g loan
 lim

itation
s for F

an
n

ie M
ae an

d
 F

red
d

ie M
ac at a 

m
axim

u
m

 of $
417,0

0
0

 for a sin
gle-fam

ily resid
en

ce u
p

 to $
8

0
1,9

50
 for 

a 4
-fam

ily resid
en

ce, ad
ju

sted
 an

n
u

ally (Sec. 1124
).  

� R
aises th

e lim
its on

 th
e size of th

e p
rin

cip
le m

ortgage obligation
 th

at is 
eligible for in

su
ran

ce for m
ost h

om
eow

n
ers, u

p
 to 115 p

ercen
t of th

e 
local area m

ed
ian

 h
ou

se p
rice for sin

gle-fam
ily h

om
es (Sec. 2112).  

� In
creases con

form
in

g loan
 lim

itation
s in

 areas w
h

ere th
e average h

ou
se 

p
rice is over 115 p

ercen
t of th

e h
ou

sin
g p

rice in
d

ex (Sec. 1124
).  

� In
creases ap

p
rop

riation
s u

n
d

er th
e M

cK
in

n
ey-V

en
to H

om
eless 

A
ssistan

ce A
ct from

 $
70

 m
illion

 to $
10

0
 m

illion
 for th

e fiscal year 



 

 

E

20
0

9
 (Sec. 29

0
1).  

� In
creases h

ou
sin

g ben
efits for sp

ecially ad
ap

ted
 h

ou
ses for d

isabled
 

veteran
s from

 $
10

,0
0

0
 to $

12,0
0

0
, w

ith
 in

creases each
 year tied

 to th
e 

resid
en

tial h
om

e cost-of-con
stru

ction
 in

d
ex (Sec. 26

0
5).  

� C
h

an
ges th

e lim
itation

 on
 th

e sale, foreclosu
re, or seizu

re of p
rop

erty 
ow

n
ed

 by service m
em

bers from
 9

0
 d

ays to n
in

e m
on

th
s after th

eir 
retu

rn
 from

 m
ilitary service, an

d
 lim

its th
eir in

terest rates to 6
 p

ercen
t 

d
u

rin
g service an

d
 on

e year after th
eir retu

rn
 (Sec. 220

3).  
� P

rovid
es first-tim

e h
om

ebu
yers w

ith
 a tax cred

it of u
p

 to $
7,50

0
 for 

resid
en

ces p
u

rch
ased

 on
 or after A

p
ril 9

, 20
0

8
, w

h
ich

 th
e h

om
ebu

yers 
w

ill rep
ay over fifteen

 years follow
in

g th
eir p

u
rch

ase (Sec. 30
11).  

� E
xp

an
d

s h
om

e ow
n

ersh
ip

 cou
n

selin
g eligibility to in

clu
d

e p
eop

le w
h

o 
h

ave a red
u

ction
 in

 in
com

e d
u

e to d
ivorce or d

eath
, or w

h
o h

ave an
 

in
crease in

 exp
en

ses d
u

e to m
ed

ical exp
en

ses, d
ivorce, u

n
exp

ected
 

p
rop

erty d
am

ages n
ot covered

 by in
su

ran
ce, or a large p

rop
erty tax 

in
crease (Sec. 2127).  

� A
llow

s a real p
rop

erty tax d
ed

u
ction

 on
 th

e am
ou

n
t of state an

d
 local real 

p
rop

erty taxes p
aid

 d
u

rin
g th

e taxable year of u
p

 to $
50

0
 for 

in
d

ivid
u

als an
d

 $
1,0

0
0

 for join
t retu

rn
s, ap

p
licable to taxable years 

begin
n

in
g in

 20
0

8
 (Sec. 30

12). 27 
                                                  
1 D

avid
 C

orn
, “F

oreclosu
re P

h
il” Ju

ly/A
u

gu
st 20

0
8

, 
h

ttp
://w

w
w

.m
oth

erjon
es.com

/n
ew

s/featu
re/20

0
8

/0
7/foreclosu

re-p
h

il.h
tm

l  
2 h

ttp
://w

w
w

.w
ash

in
gton

p
ost.com

/w
p

-
d

yn
/con

ten
t/article/20

0
8

/10
/20

/A
R

20
0

8
10

20
0
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_

2.h
tm

l?h
p

id
=

top
n

ew
s&

su
b=

n
ew

&
sid
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ST

20
0

8
10

210
0

28
3&

s_
p

os=
 

3 h
ttp

://w
w

w
.resp

on
siblelen

d
in

g.org/p
olicy/con

gress/p
age.jsp

?item
ID

=
28

0
0

9
8

32 
4 4

8
 Stat. 16

2. 
5 h

ttp
://law

.jran
k.org/p

ages/716
5/G

lass-Steagall-A
ct.h

tm
l 

6 8
2 Stat. 14

6
. 

7 h
ttp

://w
w

w
.fd

ic.gov/regu
lation

s/law
s/ru

les/6
50

0
-20

0
.h

tm
l 

8 70
 Stat. 133. 

9 h
ttp

://w
w

w
.fd

ic.gov/regu
lation

s/law
s/im

p
ortan

t/in
d

ex.h
tm

l 
10 N

om
i P

rin
s, “W

h
ere C

red
it is D

u
e: a T

im
elin

e of th
e M

ortgage C
risis,” Ju

ly/A
u

gu
st 20

0
8

, 
h

ttp
://w

w
w

.m
oth

erjon
es.com

/n
ew

s/featu
re/20

0
8

/0
7/w

h
ere-cred

it-is-d
u

e-tim
elin

e.h
tm

l 
11 P

u
blic L

aw
 9

7-320
. 

12 M
ark Su

m
n

er, “Joh
n

 M
cC

ain
: C

risis E
n

abler,” Sep
tem

ber 21, 20
0

8
, T

h
e N

ation
, 

h
ttp

://w
w

w
.th

en
ation

.com
/d

oc/20
0

8
10

0
6/su

m
n

er 
13 Su

p
ra n

ote 9
. 

14 10
5 Stat. 2236

. 
15 T

h
e D

ep
artm

en
t of T

reasu
ry, O

IG
 R

ep
ort: Su

m
m

ary of M
aterial L

oss R
eview

s of F
ailed

 
N

ation
al B

an
ks an

d
 T

h
rift In

stitu
tion

s B
etw

een
 19

9
3 an

d
 20

0
2 (O

IG
-C

A
-0

4
-0

0
4

). 
h

ttp
://w

w
w

.treas.gov/in
sp

ector-gen
eral/evalu

ation
-rep

orts/ca0
40

0
4.p

d
f  

16 10
9

 Stat. 271. See th
e fu

ll text at: h
ttp

://frw
ebgate.access.gp

o.gov/cgi-
bin

/getd
oc.cgi?d

bn
am

e=
10

4
_

con
g_

p
u

blic_
law

s&
d

ocid
=

f:p
u

bl29.10
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17 Su

p
ra n
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18 P
u

blic L
aw

 10
6
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2, 113 Stat. 1338

. 
19 Su

p
ra n

ote 9
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20 P
u

blic L
aw

 10
6

–
554

, §1(a)(5). 
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h

ard
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ash
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’s In
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an

d
” Sep

tem
ber 28

, 20
0

8
, T

h
e N
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 Y

ork 
T

im
es. 

22 Su
p

ra n
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23 P
u
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aw

 10
6
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9
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24 P

u
blic L

aw
 10

9
-8

, 119
 Stat. 23. 

25 P
u

blic L
aw

 110
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9
, 122 Stat. 26

54
. 

26 h
ttp

://ban
kin

g.sen
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u
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d
E
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icR
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ctSu
m

m
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d
f 

27 h
ttp
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w

w
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d
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h
110
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m

m
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G

B
u

sh
 L

a
w

:  E
m

e
rg

e
n

cy E
co

n
o

m
ic S

ta
b

iliza
tio

n
 A

ct o
f 2

0
0

8
1 

 W
h

o
 is h

u
rt b

y th
is la

w
: A

s of th
e fall of 20

0
8

, p
eop

le w
h

ose m
ortgages 

h
ave been

 foreclosed
 an

d
 w

h
ose fed

eral h
ealth

 an
d

 h
u

m
an

 services h
ave 

been
 en

d
ed

, an
d

 th
e m

illion
s w

h
o h

ave lost th
eir jobs -- all w

h
o are h

u
rt by 

th
e U

.S. econ
om

ic crisis are h
u

rt by th
e bill ru

sh
ed

 th
rou

gh
 C

on
gress in

 
O

ctober 20
0

8
. A

s of Sep
tem

ber 20
0

8
, 9

.5 m
illion

 p
eop

le are u
n

em
p

loyed
, 

th
at is officially at 6

.1%
, n

ot cou
n

tin
g th

ose so lon
g u

n
em

p
loyed

 th
ey are 

n
ot 

cou
n

ted
. 2 

A
 

20
0

5 
H

U
D

 
stu

d
y 

fou
n

d
 

th
e 

h
om

eless 
p

op
u

lation
 

is 
74

4
,0

0
0

 an
d

 4
1%

 are fam
ilies. 3 78

 m
illion

 baby boom
ers exp

ect to live on
 

Social Secu
rity ben

efits after retirin
g begin

n
in

g th
is year an

d
 over th

e n
ext 

17 years. T
axp

ayers w
ill en

d
 u

p
 losin

g th
e m

ost an
d

 p
ayin

g th
is d

ebt for th
e 

n
ext 20

 years.   
     “A

t th
e d

aw
n

 of th
e 21st cen

tu
ry, th

e U
.S. h

ad
 $

5.7 trillion
 in

 total d
ebt…

 
on

ly eigh
t years later, th

at su
m

 h
as n

early d
ou

bled
, th

an
ks to w

ar costs, tax 
cu

ts, 
sp

en
d

in
g 

in
creases, 

exp
an

d
ed

 
en

titlem
en

t 
p

rogram
s, 

an
d

 
n

ow
 

a 
w

elter of govern
m

en
t bailou

ts an
d

 rescu
es.”

4 “O
n

 M
arch

 16
, 20

0
7, B

ear 
Stearn

s an
n

ou
n

ced
 th

e takeover by JP
M

organ
 C

h
ase in

 F
ed

-en
gin

eered
 

bailou
t; a m

easu
re ap

p
roved

 by F
ed

 B
oard

 of G
overn

ors w
ith

 few
er votes 

th
an

 requ
ired

 by law
, u

n
d

er a p
ost-9

/11 ‘n
ation

al secu
rity em

ergen
cy’ 

excep
tion

.”
5 

     In
 A

p
ril 20

0
8

, B
u

sin
ess corresp

on
d

en
t B

ob M
oon

 stated
 on

 A
m

erican
 

P
u

blic M
ed

ia's M
arketp

lace, “T
h

e valu
e of th

e en
tire U

S T
reasu

ries m
arket: 

$
4

.5 trillion
. T

h
e valu

e of th
e en

tire m
ortgage m

arket: $
7 trillion

. T
h

e size 
of th

e U
S stock m

arket: $
22 trillion

. O
K

, you
 read

y? T
h

e size of th
e cred

it 
d

efau
lt sw

ap
 m

arket last year: $
4

5 trillion
. A

s in
 th

ree tim
es th

e w
h

ole U
S 

gross d
om

estic p
rod

u
ct...”

6 “T
h

e u
n

regu
lated

 an
d

 p
oorly rep

orted
 cred

it 
d

efau
lt sw

ap
s m

ay h
ave actu

ally p
assed

 $
70

 trillion
 last year, w

h
ich

 m
ean

s 
th

at th
ey w

ere abou
t $

5 trillion
 m

ore th
an

 th
e G

D
P

 of th
e en

tire w
orld

.”
7 

     “…
 P

au
lson

 sen
sibly d

ecid
ed

 to follow
 th

e B
ritish

 m
od

el an
d

 in
ject 

cap
ital d

irectly in
to th

e m
ajor ban

ks in
 exch

an
ge for equ

ity. $
125 billion

 is 
goin

g in
to th

e first n
in

e -- G
old

m
an

 Sach
s, M

organ
 Stan

ley, M
errill L

yn
ch

, 
B

an
k of A

m
erica, C

itigrou
p

, JP
M

organ
 C

h
ase, W

ells F
argo, an

d
 B

an
k of 

N
ew

 Y
ork M

ellon
 an

d
 State Street C

orp
oration

. T
h

is p
lu

s a gu
aran

tee of 
n

ew
 d

ebt over th
e n

ext th
ree years is d

esign
ed

 to reassu
re oth

er ban
ks of 

th
eir solven

cy, an
d

 h
op

efu
lly get th

em
 to resu

m
e len

d
in

g to on
e an

oth
er 

an
d

 to bu
sin

esses.”
8 F

in
an

cial in
stitu

tion
s an

d
 oth

er com
p

an
ies h

ave been
 

lobbyin
g to get a slice of th

e $
70

0
,0

0
0

,0
0

0
,0

0
0

 fed
eral bailou

t, bu
t it h

as 
yet to h

elp
 stru

gglin
g h

om
eow

n
ers. 9   

 

C
u

rre
n

t 
D

e
b

t H
e
ld

 b
y
 th

e
 

P
u

b
lic 

In
tra

g
o

v
e
rn

m
e
n

ta
l 

H
o

ld
in

g
s 

T
o
ta

l P
u

b
lic D

e
b

t 
O

u
tsta

n
d

in
g

 

1
0
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0
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0
0
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1
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7
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5
7
,2

5
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7
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1
4
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7
6
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1
0
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3
0
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,0

3
3
,7
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 H W
h

a
t th

e
 la

w
 p

ro
v

id
e

s: O
ct. 3, 20

0
8

, B
u

sh
 sign

ed
 th

e m
od

ified
 bailou

t 
law

 
in

trod
u

ced
 

by 
R

ep
. 

P
atrick 

K
en

n
ed

y 
M

arch
 

9
, 

20
0

7, 
givin

g 
th

e 
Secretary of th

e T
reasu

ry, H
en

ry P
au

lson
11, u

n
p

reced
en

ted
 p

ow
er: 

 
T

ro
u

b
le

d
 A

sse
ts R

e
lie

f P
ro

g
ra

m
 (T

A
R

P
) 

� A
u

th
orizes th

e Secretary of th
e T

reasu
ry (SO

T
) to p

u
rch

ase trou
bled

 
assets from

 an
y fin

an
cial in

stitu
tion

, in
 accord

an
ce w

ith
 term

s h
e d

evelop
s.  

 � D
irects th

e SO
T

 to establish
 w

ith
in

 th
e O

ffice of D
om

estic F
in

an
ce of th

e 
T

reasu
ry D

ep
artm

en
t an

 O
ffice of F

in
an

cial Stability to im
p

lem
en

t T
A

R
P

. 
 � D

irects th
e SO

T
 to p

reven
t u

n
ju

st en
rich

m
en

t of p
articip

atin
g fin

an
cial 

in
stitu

tion
s, in

clu
d

in
g sale of a trou

b
led

 asset (w
ith

 certain
 excep

tion
s) to 

th
e SO

T
 at a p

rice h
igh

er th
an

 th
e seller p

aid
 to p

u
rch

ase it. 
 � E

stablish
es a p

rogram
 to gu

aran
tee trou

bled
 assets origin

ated
 or issu

ed
 

before M
arch

 14
, 20

0
8

, in
clu

d
in

g m
ortgage-backed

 secu
rities.  

 � E
stablish

es th
e T

rou
bled

 A
ssets In

su
ran

ce F
in

an
cin

g F
u

n
d

 for d
ep

osit of 
p

rem
iu

m
s collected

 from
 p

articip
atin

g fin
an

cial in
stitu

tion
s to fu

n
d

 su
ch

 
gu

aran
tee p

rogram
. 

 � R
equ

ires th
e SO

T
 to rep

ort p
eriod

ically to C
on

gress re: (1) tran
saction

s; 
(2) p

u
rch

ases; (3) liabilities; an
d

 (4
) th

e statu
s of regu

latory oversigh
t. 

 � D
irects th

e SO
T

, to th
e exten

t th
at h

e acqu
ires m

ortgages, m
ortgage 

backed
 secu

rities, an
d

 oth
er assets secu

red
 by resid

en
tial real estate, an

d
 

th
e 

F
ed

eral 
H

ou
sin

g 
F

in
an

ce 
A

gen
cy, 

as 
con

servator 
of 

th
e 

F
ed

eral 
N

ation
al M

ortgage A
ssociation

 (F
an

n
ie M

ae) an
d

 th
e F

ed
eral H

om
e L

oan
 

M
ortgage C

orp
oration

 (F
red

d
ie M

ac), to im
p

lem
en

t a p
lan

 to m
axim

ize 
assistan

ce for h
om

eow
n

ers an
d

 en
cou

rage takin
g ad

van
tage of th

e H
O

P
E

 
for H

om
eow

n
ers P

rogram
 u

n
d

er th
e N

ation
al H

ou
sin

g A
ct to m

in
im

ize 
foreclosu

res. 
A

u
th

orizes 
th

e 
SO

T
 

to 
u

se 
loan

 
gu

aran
tees 

an
d

 
cred

it 
en

h
an

cem
en

ts to facilitate loan
 m

od
ification

s to p
reven

t foreclosu
res. 

 � In
creases th

e statu
tory lim

it on
 th

e p
u

blic d
ebt to $

11.315 trillion
. 

 � A
m

en
d

s th
e N

ation
al H

ou
sin

g A
ct re extin

gu
ish

m
en

t of su
bord

in
ate lien

s 
for 

refin
an

ced
 

m
ortgages, 

to 
au

th
orize 

SO
T

 
to 

m
ake 

p
aym

en
ts 

to 
be 

accep
ted

 as p
aym

en
t in

 fu
ll of all in

d
ebted

n
ess to an

y h
old

er of an
 existin

g 
su

bord
in

ate m
ortgage in

 lieu
 of certain

 fu
tu

re ap
p

reciation
 p

aym
en

ts. 
 � A

m
en

d
s th

e F
ed

eral D
ep

osit In
su

ran
ce A

ct to p
roh

ibit false ad
vertisin

g, 
m

isu
se of F

D
IC

 n
am

es, an
d

 m
isrep

resen
tation

 of in
su

red
 statu

s. 
� R

equ
ires fed

eral fin
an

cial regu
latory agen

cies to coop
erate w

ith
 th

e F
B

I 



 

 

I

in
vestigatin

g 
frau

d
, 

m
isrep

resen
tation

, 
an

d
 

m
alfeasan

ce 
re 

sale 
of 

m
ortgages. 

 � A
m

en
d

s 
th

e 
F

in
an

cial 
Services 

R
egu

latory 
R

elief 
A

ct 
of 

20
0

6
 

to 
accelerate from

 O
ct. 1, 20

11, to O
ct. 1, 20

0
8

, th
e effective d

ate for th
e B

oard
 

of G
overn

ors of th
e F

ed
eral R

eserve (B
oard

) to: (1) p
ay in

terest on
 balan

ces 
m

ain
tain

ed
 at a F

ed
eral R

eserve ban
k; an

d
 (2) em

p
loy in

creased
 flexibility 

to set reserve requ
irem

en
ts for m

em
ber ban

ks. 
 � In

stru
cts th

e B
oard

 to su
bm

it p
eriod

ic u
p

d
ates to C

on
gress. 

 � D
irects th

e SO
T

 to reim
bu

rse th
e E

xch
an

ge Stabilization
 F

u
n

d
 for fu

n
d

s 
u

sed
 for th

e T
reasu

ry M
on

ey M
arket F

u
n

d
s G

u
aran

ty P
rogram

 for th
e U

.S. 
m

on
ey m

arket m
u

tu
al fu

n
d

 in
d

u
stry. 

 � P
roh

ibits 
th

e 
SO

T
 

from
 

u
sin

g 
th

e 
E

xch
an

ge 
Stabilization

 
F

u
n

d
 

to 
establish

 fu
tu

re gu
aran

ty p
rogram

s for U
.S. M

on
ey m

arket m
u

tu
al fu

n
d

 
in

d
u

stry. 
 � A

u
th

orizes th
e Secu

rities an
d
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 d
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 C
o

m
p

e
n

sa
tio

n
12 

� P
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 to p
u

rch
ase trou

bled
 assets; (4

) oversigh
t an

d
 

au
d

its of th
e p

rogram
 by th

e C
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 d
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 D
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, D
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 p
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rep
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e D
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 p
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e m
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 m
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e p
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con
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