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“Toxic Assets”



THE CRISIS CREDIT 
t 

http://crisisofcredit.com/ 

http://www.nytimes.com/interactive/2009/03/03/us/20090303_LEONHARDT.html?ref=economy
http://crisisofcredit.com/


GEOGRAPHY OF A RECESSION 

http://www.nytimes.com/interactive/2009/03/03/us/20090303_LEONHARDT.html?ref=economy 
http://money.cnn.com/news/storysupplement/economy/bank_failures/ 

http://www.nytimes.com/interactive/2009/03/03/us/20090303_LEONHARDT.html?ref=economy
http://money.cnn.com/news/storysupplement/economy/bank_failures/


ROAD TO RECOVERY 





http://www.ritholtz.com/blog/wp-content/uploads/2008/12/1207-sbn-sub3metrics.gif



Approaches t o Recovery: 
Credit Crisis

Government Approach 
• Public-Private Investment Program (P-PIP) –  a 

federal program designed to buy back troubled 
assets on the balance sheets of lending institutions 

Market Approach 
• Peer-Peer Lending  -  market makers and sales 

advisers for debt securities can sell, possibly on 
behalf of the federal government, troubled assets 
(example companies: DebtX, Prosper)



Approaches to Recovery: 
Mortgage Crisis

• Key components of any mortgage crisis policy 
should: 
– Help homeowners facing foreclosure remain in 

their homes 
– Not be considered a bailout for mortgage lenders 

and investors, creating a moral hazard 
–  Limit the costs to the federal government 
– Be able to be implemented quickly



Approaches to Recovery: 
Mortgage Crisis

• Congressman Barney-Senator Dodd Proposal 
– Have the FHA refinance loans that reduce the principal owed up to 

90%   
– Establish an auction process to expedite refinancing 
– Similar to proposals from the Office of Thrift Supervision, the 

National Community Reinvestment Coalition, investment banks, 
academic economists, etc.   

• Home Appreciation Mortgage Plan  
– Have the mortgage lenders refinance loans that reduce the principal 

owed up to 90% of the first and second mortgage loans  
– Modify original first mortgage loan and second home appreciation 

loan (backed by FHA) 
– If sold if 3-10 years, equity is shared between lender and 

homeowner (also used to pay off FHA fees and lender write down 
amounts)







http://www.nytimes.com/
2009/02/13/business/
economy/13insolvent.html?
pagewanted=2&_r=2



BENCHMARKING PROJECTS 



CityCentre, Las Vegas NV

• Estimated Costs : $14.6 billion

http://www.condohotelcenter.com/images/mgm-city-center.jpg



Central Artery/Tunnel, Boston MA
• Estimated Costs : $14.6 billion

http://images.businessweek.com/ss/06/01/wonders_bigdigs/image/big-dig-1.jpg



Eurotunnel
• Estimated Costs : $ 16 billion (1994)

http://www.francedirect-travel.com/images/eurotunnel_train.jpg



Hoover Dam, Boulder City NV 
• Estimated Costs : $690 million

http://www.korto.com/images/Hoover%20Dam.jpg



Panama Canal
• Estimated Costs : $14.3 billion (2007 dollars)

http://www.scd.eu/Panama/panama_canal2.JPG



Interstate Highway System        
• Estimated Costs : $500 billion

http://www.upa.pdx.edu/IMS/currentprojects/TAHv3/Content/Conservation/JPGS/Natl_Hwy_System.jpg



Masdar City, Abu Dhabi UAE       
• Estimated Costs : $22 billion

http://www.ens-newswire.com/ens/jan2008/20080114_masdar.jpg



Hong Kong International Airport
• Estimated Costs : $20 billion

http://www.som.com/resources/category/5/0/4/4/6/9/images/001_21588324.jpg



Definitions

• Subprime Mortgages –  loans made to borrowers with 
less than perfect credit 

• Collaterized Debt Obligations –  an asset-backed 
securities issued with several maturity and credit risk 
characteristics 

• Troubled Asset Relief Program  (TARP) –  a P-PIP initiative 
established to buy back assets  from lending institutions 

• Term Asset-Backed Securities Loan Facility (TALF) –  a 
federal program established to buy securities (i.e. issue 
credit) for different types of debt, including credit card, 
auto, student and small business loans


