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The Banking & Debt Class Crisis



Three Major Players

ÅThose Who Have Extra Money to Put to Work

ÅCollect Fee from Bank for the use of their Money

ÅObtain Money Class Money by Paying Interest

ÅSecure Collateral from the Debt Class (e.g. mortgage) 

ÅPackage the Money Class Money for a Fee

ÅLend/lease the Money Class Money to the Debt Class

ÅThose who Borrow from the Money Class

ÅIndividual or entity whose means do not cover their needs: 
business, local, state, and national government, etc.

ÅPay Fee to Bank for use of Packaged Money Class Money



Rating Agency: Inform Money Class

ÅEvaluate Bank Risk

ÅDetermine Types of 
Debt Held by Banks

ÅInform Money Class

Rating Agency

ÅAssume Risk

Banks
ÅAssume Debt

Debt Class



Two Classes of Money + Middleman 

Money Class: òFarmersóDebt Class: òConsumersó

·Institutions

·Individuals

·Institutions & Business

·Individuals

Ratings Agencies

·InformMoney Class

·Study Banks

$

Banks: òGrocersó



Debt Class Saturation

Money Class: òFarmersóDebt Class: òConsumersó

·Institutions

·Individuals

·Institutions

·Individuals

Individuals and Institutions

are reaching the maximum 

limit of debt Congress has 

deemed sustainable.

http://www.treasurydirect.gov

$

Banks: òGrocersó



August 2007: Total Public Debt

Money Class: Lenders Debt Class: Borrowers

·Institutions

·Individuals

·Institutions

·Individuals$



Debt Class: Overvaluation of Collateral

"...there are now 71 metropolitan areas ðrepresenting nearly 40% of all single-family homes ðclassified as 'extremely overvalued.' By 

comparison, only 1% were classified as such in the first quarter of 2004." A study of price corrections in 66 cities over thepast two 

decades revealed that home prices "...tend to decline 17% on average before markets heal themselves. 'And the average duration of 

these adjustments is 3.5 years.ôó US News & World Report 6/13/06


