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crisis grew out of an unprecedented housing boom that turned into a housing bust. Much of the lending for housing during the boom was
based on asset-backed securities that used the repayment of housing loans as the basis of these securities. As housing prices fell and
mortgage defaults increased, these securities became illiquid and fell sharply in value, causing capital losses for firms holding them.
Uncertainty about future losses reduced many firms access to private liquidity, with the loss in liquidity being catastrophic in some cases.
September 2008 saw the government takeover of Fannie Mae and Freddie Mac, the bankruptcy of Lehman Brothers, and the near collapse of
AIG, which was saved only by an $85 billion loan from the Federal Reserve. There was widespread lack of trust in the financial markets as
participants were unsure which firms might be holding so-called toxic assets that might now be worth much less than previously estimated,
and thus might be unreliable counterparties in financial transactions. This prevented firms from accessing credit...
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