


Financing the Future: Market-Based 
Innovations for Growth: The Milken 
Institute has partnered with Wharton 
School Publishing on a new series of books 
exploring � nancial innovations. The � rst 
volume recounts the history and basic 
principles of � nancial innovation, showing 
how new instruments have evolved, and 
how they have been used and misused.  
It provides a toolkit for entrepreneurs, 
economic development specialists and 

policymakers to design capital structures that � nance businesses, 
breakthrough technologies, housing solutions, medical treatments 
and environmental projects.

The Rise and Fall of the U.S.
Mortgage and Credit Markets: 
A Comprehensive Analysis of the 
Meltdown: Analyzing extensive 
pools of data, this book provides new 
understanding of the U.S. housing bubble 
and its deep ripple e� ects, illustrating the 
importance of using � nancial innovations 
appropriately and responsibly.

Research and Publications Events

In addition to holding Financial Innovations Labs, the Center 
showcases its work in events across the country, both 
independently and in partnership with other organizations. 

The Milken Institute Global Conference, held each spring in 
Los Angeles, draws extensive media and industry attention to the 
application of � nancial tools. Multiple panel discussions analyze 
the latest � nancial innovations, showcasing the views of thought 
leaders such as Michael Milken, Nobel laureate Muhammad 
Yunus and Richard Sandor. These sessions further our goal of 
turning research into results. Ideas from the Lab series reach a 
high-pro� le audience of public- and private-sector leaders who 
can implement market solutions and policy changes.
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�3or decades, the home mortgage market 

successfully extended credit to more and more 

families, enabling millions of Americans to own 

their own homes. In recent years, however, it became 

ever more apparent that credit was expanding too rapidly 

and too many market participants were becoming 

dangerously leveraged. What began as healthy growth in 

mortgage originations and housing starts swiftly became 

a home price bubble. When home prices did come 

plunging back to earth, the damage quickly spread far 

beyond the scope of the actual mortgage defaults and 

foreclosures. Even solid companies with no connection 

to the real estate and �nance sectors were affected as 

credit markets seized up. How did this happen—and 

what can we do about it now?

In The Rise and Fall of the U.S. Mortgage and Credit 

Markets, James Barth, with the assistance of his colleagues 

at the Milken Institute, analyzes in detail the mortgage 

meltdown and the resulting worldwide �nancial crisis. 

He explains how Main Street and Wall Street alike took 

on too much risk and too much debt in their quest for 

gains, setting the crisis in motion. 

In straightforward terms, he tells what subprime 

mortgages are, who subprime borrowers are, and how 

securitization—packaging loans into complex securities 

and selling them in the secondary market—expanded 

the mortgage market, but also opened the door to a 

shifting of risk. Barth also assesses what went wrong 

in every other critical area, including loan origination 

practices, regulation and supervision, Fannie Mae and 

Freddie Mac, leverage and accounting practices, and, of 

course, the rating agencies.

The author explains the steps the government has 

taken thus far and suggests that those actions have been 

piecemeal—and largely reactive, rather than proactive. 

He argues that we have yet to address the bigger and 

more long-term issue of how to reform the structure of 

regulation and supervision to prevent a similar crisis from 

happening again. Barth also offers his own thoughts on 

the factors that should drive reform and explores several 

important issues that policymakers must address in any 

future reshaping of �nancial market regulations.
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 �/�.�?�A�5 is a Senior Fellow at the Milken 

Institute and the Lowder Eminent Scholar in Finance 

at Auburn University. His research focuses on �nancial 

institutions and capital markets, both domestic and 

global, with special emphasis on regulatory issues. Barth 

was an appointee of Presidents Ronald Reagan and 

George H.W. Bush as chief economist of the Federal 

Home Loan Bank Board and later of the Of�ce of Thrift 

Supervision. He has authored more than 200 articles in 

professional journals and has written and edited several 

books, including The Great Savings and Loan Debacle, 

The Reform of Federal Deposit Insurance, and Rethinking 

Bank Regulation: Till Angels Govern. Barth has been 

quoted in publications ranging from the New York Times 

to the Wall Street Journal and has appeared on broadcast 

programs including The McNeil/Lehrer NewsHour, Good 

Morning America, Moneyline, and CNBC’s Closing Bell.
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Owning a home can bestow a sense of security and independence—but today, in a cruel twist, many Americans 
now �nd their homes to be a source of worry and dashed expectations.

How did everything change so suddenly and dramatically? In The Rise and Fall of the U.S. Mortgage and Credit 
Markets, renowned economist and �nance expert James Barth offers a comprehensive examination of the mortgage 
market meltdown and its reverberations throughout the �nancial sector and the real economy.

In accessible, easy-to-understand terms, Barth explains how the era of easy credit and increased risk-taking produced 
disastrous results for both Main Street and Wall Street. He also details the government’s sweeping and historic 
interventions in the marketplace, which raised a host of thorny questions and created a mountain of new debt and 
obligations for taxpayers. Finally, Barth offers a prescription for moving forward—and for preventing similar crises 
from ever again shaking the foundations of our �nancial system.

�A�U�R�
�Z�\�_�a�T�N�T�R�
�Z�R�Y�a�Q�\�d�[�'�
�d�U�N�a�
�d�R�[�a�
�d�_�\�[�T�
�N�[�Q
�U�\�d�
�Q�\�
�d�R�
�S�V�e�
�V�a�,

( c o n t i n u e d  o n  b a c k  f l a p )

( c o n t i n u e d  f r o m  f r o n t  f l a p )

��

“This book is a detailed account of the �nancial crisis that engulfed the United States and the world starting in 
2007. It is written in a way that makes it widely accessible, and is a must-read for anyone who wants a primer on the 
crisis and what to do to prevent it from occurring again. Its message that the crisis was due, in substantial measure, 
to a failure to enforce existing regulations should give pause to those who want to suffocate the �nancial sector with 
new regulations.” 

— Raghuram Co. Rajan, Eric J. Gleacher Distinguished Service Professor of Finance,  
University of Chicago Booth School of Business

“Looking beyond the excesses of mortgage lending and easy credit, the authors dig deeper to identify the underlying 
roots of the current problems and proffer solutions to resolve the �nancial crisis while carefully acknowledging 
the risks of an overly zealous political response and excessive new regulation. This is a foundational work to 
understanding the sources of the current crisis and future policy options available to resolving it.”

— B. Scott Minerd, CEO and Chief Investment Of�cer, Guggenheim Partners Asset Management

“If you want to know what happened to the U.S. �nancial system in 2008, you must read this book. It provides incisive 
analysis, while carefully and comprehensively documenting the dramatic unfolding of the �nancial crisis.”

— Ross Levine, James and Merryl Tisch Professor of Economics and Director of the  
William R. Rhodes Center for International Economics, Brown University

“From my perspective as a journalist covering the biggest �nancial story since the Great Depression, this scholarly 
and instructive examination of our current market meltdown is an indispensable resource that quickly untangles 
the complex matter. The author’s perceptive dissection of this historic economic �asco is supported by an impressive 
compilation of data and statistics that I intend to keep at my elbow.” 

— Jim McTague, Washington Editor, Barron’s 

“If you want to read one authoritative, clear, and balanced book on the subprime mortgage crisis, then read this 
important and timely volume by a terri�c Milken Institute team of scholars. Policymakers should pay heed to their 
analyses and sensible recommendations.”

—Robert E. Litan, Vice President of Research and Policy, Ewing Marion Kauffman Foundation,  
and Senior Fellow, The Brookings Institution
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Michael Klein, special advisor to the World Food Programme, addresses an 
audience at Global Conference, explaining how � nancial tools can be utilized 
by food assistance organizations to feed the world’s hungry. Building upon 
the work of a Financial Innovations Lab sponsored by the Bill & Melinda 
Gates Foundation, Klein highlighted how models such as forward purchase 
agreements could increase the e� ectiveness of humanitarian aid.

Solutions for � scal stability and 
retirement security: With states and 
municipalities across the U.S. facing serious 
budget de� cits, we laid out a menu of 
options available to public o�  cials. 
A critical component of this issue is the 
looming shortfall in both public and private 
pension systems. Our work has focused on 
both short-term strategies to bridge the 
capital gap for current pension liabilities, 

as well as long-term reforms that will create sustainable funding 
levels for future retirees.

Financing a greener future: Building on
a series of Financial Innovations Labs 
focused on sustainability, we have proposed
� nancial tools and e� ective policies to in-

crease renewable 
energy and green 
technologies, 
including wind 
and solar inputs to 
the electric grid, 
residential energy e�  ciency reftro� ts, 
biofuels and industrial biotech products. 
Our work examines how to integrate
government policies with private-sector 
� nancing, ultimately transforming America’s 
energy future.


