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Teaching about the Current Financial Crisis

Paul Benner asked the Undergraduate Chairs to think about ways in which we can help all of us continue to improve the educational experience, which we provide to our students. One aspect of teaching, which I really enjoy, is identifying and creating materials for use in my classes. My goal is to create a dialogue with all of you through which we can help each other. Each month, I plan to send out newsletter showcasing materials, which we can use in our economics classes. My hope is that when you create or indentify something that you think could be helpful to other faculty members that you will send it to me to be included in the next month’s newsletter. This month, the theme of this newsletter is: “Teaching about the current financial crisis.” 

Book of the Month

The Trillion Dollar Meltdown


This book is the best overall summary I have read on the crisis. It covers everything from the development of the secondary mortgage market, securitization and CDO to the Greenspan Put and wall of money that facilitated the creation of the real estate bubble. 

I listened to this book on audio. You can download it at Audible.com. 

http://www.amazon.com/Trillion-Dollar-Meltdown-Rollers-Credit/dp/1586485636/ref=pd_sim_b_2
If you decide to wait a few days, an updated version of this book is being released on February 9th, entitled: The Two Trillion Dollar Meltdown. 
If you have read a book on the financial crisis, which you found particularly helpful, please let me know. 

Videos of the Month

The following is a collection of videos from the Internet, which are helpful for understanding the financial crisis. 

Subprime Primer - PBS The News Hour
http://www.youtube.com/watch?v=7d1hMuPNZTs
http://www.youtube.com/watch?v=CTucju8COB0 
Moral Hazard Problem - PBS
http://www.pbs.org/newshour/video/module.html?mod=0&pkg=18072008&seg=2
Black Swans - Nassim Taleb 

http://fora.tv/2008/02/04/Future_Has_Always_Been_Crazier_Than_We_Thought
Credit Crises of Central Banks: Future Risks
http://fora.tv/2008/02/12/Credit_Crises_of_Central_Banks_Future_Risks
2008 US Subprime Crisis Free Video Course 

http://www.informedtrades.com/trades.php?page=course3
Structured Finance (and the Credit Crisis)
http://video.google.com/videoplay?docid=2492293554458005955
http://video.google.com/videoplay?docid=2479343279214065867
http://video.google.com/videoplay?docid=-8828129006600999542&hl=en
http://video.google.com/videoplay?docid=-1596267321681457618&hl=en
http://video.google.com/videoplay?docid=3211508673100647603&hl=en
 If you know of any good Internet videos on the Financial Crisis, please let me know and I will share them with everyone, next month. 
Inside the Meltdown (PBS Frontline coming February 17th)

http://www.pbs.org/wgbh/pages/frontline/view/
Frontline will release their new documentary on the financial crisis on February 17, 2009.



Website of the Month
The Global Saving Glut and the U.S. Current Account Deficit 

Ben Bernanke’s 2005 Speech
http://www.federalreserve.gov/boarddocs/speeches/2005/20050414/default.htm
One aspect of the current crisis, which is not often discussed in the press is the sever imbalance in global savings. Particularly after the 1997-1998 Asian Crisis, poor countries in Asia instituted policies to ensure high structural savings rates, while the U.S. has taken on the role of borrower and spender of last resort. 
This fact is reflected by the ever increasing U.S. trade deficit. 
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In recent years, the argument has taken on a glass half full or glass half empty tone. The optimistic view had been that U.S. markets offer a very safe place for people to invest, and this was reflected in foreign savers placing their savings in U.S. investments. The flip side of the argument was that an out of control United State, which is  incapable of saving on its own, sucked in the world’s savings and wasted it on out of control consumer spending. 

While the current crisis is changing this picture, this dramatic increase in the U.S. trade deficit is an important part of the events, which lead to the current crisis. Much of the money that went into the U.S. housing bubble came from foreign investors. Likewise, this large flow of foreign investment was important in spreading the damage from toxic mortgage securities around the globe. One of the most famous contributions to this debate was Ben Bernanke’s 2005 assertion that there is a worldwide savings glut. Bernanke’s famous 2005 speech on this topic can be found on the Federal Reserve’s website at: http://www.federalreserve.gov/boarddocs/speeches/2005/20050414/default.htm

I hope that you find these materials helpful. I look forward to hearing about some of the materials that you find helpful. 
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