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, Leverage Ratios For Major Investment Banks

The leverage ratio is a measure of the risktaken by a firm; a higher ratio indicates more risk.
Itis calculated as total debt divided by stockholders equity. Each firm's ratio increased betwesn Z2002-2007 .
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global housing bubble
collapses, massive
foreclosures/debt write-off,
global recession

CPlinflation rises,
Interest rates rise,
housing sales fall,
ARMs re-set higher

foreclosures rise,
inventories skyrocket,
house prices fall,

RE lay-offs rise

equity markets
crash, social
turmoil as budgets
get slashed

housing prices down
20-40%, buyers vanish,
unemployment 10%+,
trading partners enter
recession

copynight 2006 charles hugh smith

consumer spending
contracts/recession,
tax receipts fall,
gov't deficits rise,
unemployment rises

re-fi's/equity extraction falls,
consumer spending falls,
housing starts fall,

prices drop, sales slow
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