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Questions about the financial crisis and "bailout"


Introductory note: These questions vary in several "dimensions" including whether they require "factual" answers or judgment and analysis, whether they are best answered by an individual or a small group, etc.  We may add to this list as needed.
1. How do GNMA obligations differ from those of FNMA (Fanny Mae) and FHLMC (Freddy Mac)? Why has there been no need to bail out GNMA?
2. Describe major past proposals to increase the information in home mortgage applications?  What happened to these proposals?

3. What are CMOs? Who issues them? How are they valued?

4. What is a CDS? How do they work? Who issues them? Who holds them Iincluding the Fed)?  How are they valued? Can one distinguish between "insurance" and "gambling" when dealing with CDSs?
5. Accurately define and briefly discuss the relevance of "adverse selection", "moral hazard".  What is the role of moral hazard in the design of appropriate bailout or rescue plans?

6. Define "systemic risk" in the context of the financial meltdown.  Why do standard risk avoidance measures fail to reduce systemic risk?

7. Who predicted the current crisis? Were they prescient or just "lucky"?  (Starting list of candidates includes: Nouriel Rubini, Raghuram Rajan, others?)
8. What are the major proposals for "solving" the distressed/troubled assets problem?  How likely is it that they will work? (Starting list of proposals includes "reverse auctions", exchange plans with or without "haircuts", etc.)
9. Should corporate structure and corporate ownership affect bailout decisions or plan design?  For example, GM and Ford are publicly held while Chrysler is privately owned.  Should they be treated differently?  What about more complex structures such as that of GMAC?  Should it matter that 20% of Chrysler is owned by a foreign corporation?
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