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A synopsis of the current problem

�z A bubble that burst: A fall in house prices + many links
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�z Good firms and good families become untouchable. 

�z Homeowners lost home equity, started walking away from 

houses

�± Result: Bad neighborhoods, prices fell further. 

�z Shareholders lost equity in banks, and so everyone started 

walking away from them�±bad economic neighborhoods

�z [But what about the dot-com bubble?]

�± That had little debt: Debt bubbles especially bad.  (Vernon Smith, WSJ)
�± Lost IPO=no chain reaction


