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   A LETTER FROM THE CHAIR 

Dear Delegates! 

My name is Ashwin Bindra and I’m a Junior at high school North. I have 

been a part of MUN since freshmen year, and can honestly say it has played a pivotal 

role in my life. Outside of MUN, I play varsity lacrosse, take apart in Euro challenge, 

participate on yearbook staff and am the President of the class of 2019.  

Before I jump into what I expect from committee I’d like to introduce one of 

our staffers, Lianne Quaynor. She is a sophomore at High School North. This is her 

second year being part of Model United Nations and her first-year staffing. Outside 

of MUN, Lianne is a Red Belt in Taekwondo soon to be a black belt, I like to write, 

try new things, and she enjoy spending quality time with family and friends. She 

hopes to see you at the G20 Summit 2017! 

Our simulation of the G20 committee will be run like a historical committee, 

starting from the fall of the Lehman brothers. I want you delegates to research what 

happened afterwards, but by no means should you feel tied down to following the 

same path as history has. I want you guys to come up with original solutions to the 

problem of the 2008 financial crisis and not simply follow the events that actually 

happened. If you have any questions about the topic please let me know. Feel free to 

reach out to me through email at ashwinbindra@gmail.com. 

 

Best, 

Ashwin Bindra 

Head Chair, G20 Summit 
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Topic of Discussion: 2008 Financial 

Crisis 

Committee Background 
The G20 Summit or the Group of Twenty(G20) 

is an international conference of the world’s 20 

leading industrialized and rising economies. 

Established in the 1999, the first summit was 

held in Berlin on December 1999 and hosted by 

the German and Canadian finance ministers. 

When the group was established 17 years ago, 

the summits attendance was limited to finance 

ministers and prime bank governors. After the 

fallout and collapse of the Lehman Brothers in 

2008, summits between the G20 leaders have 

become an annual event. So far, 20 G20 

meetings have taken place including finance 

ministers, prime bank governors and 11 G20 

conferences between heads of state or 

governments of the G20 economies. The most 

recent summit for the heads of state took place 

on July 7-8, 2017 in Hamburg, Germany. This 

event was said to be the first time Germany has 

ever hosted a G20 heads of state summit.  

Historical Background 
The financial crisis of 2008 was the 

worst financial collapse since the Great 

Depression of 1929. The financial crisis 

originated in the United States in 2007, and the 

main cause of the crisis was from the 

widespread failures in financial regulation and 

supervision. A combination multiple events and 

poor decisions led to unacceptable failure, such 

as irresponsible use of power by financial 

institutions, high spread in interest rates, and the 

failure of regulators within credit rating 

agencies.  

Originating in the 2000s, main investors 

were eager to invest their money and decided to 

invest in the US Housing Market. At this time, 

“big money” investors refused to invest in 

individual mortgages instead they bought 

mortgage backed securities or shares of a 

collection of home loans which were sold to 

investors. Due to this, houses became more 

expensive and mortgage back securities became 

a “safe bet” to invest in and more and more 

mortgage back securities were given AAA 

ratings. As more investors wanted more 

mortgage back- securities, lenders were impelled 

to create more by giving subprime mortgages to 

individuals with poor credit and using 

“predatory lending practices”. As these practices 

were used, mortgage debt investments became 

less safe over time, but investors continued to 

invest their money in mortgage debt. Due to the 

new lending requirements and low tax rates, the 

housing market increased and made mortgage 

backed securities and Collateralized Debt 

Obligations or CDOs seem like a much better 

investment later on. As houses became more and 

more expensive, people could not keep paying 

these costly prices and abandoned their houses 

which went into foreclosure. More and more 

houses were foreclosed, and more money and 

investments were lost.  

The first major institution to fall was 

Country Financial Corporation, which was the 

largest American mortgage lender. It was later 

saved by Bank of America, but it had already hit 

thousands of Americans in the nation who had 

mortgages through this corporation. The next 

victim to fall was Wall Street’s investment 

house Bear Stearns, which has a large portfolio 

of mortgage based securities. As the value of 

these securities began to plummeted, Bear 

Stearns was saved by JP Morgan Chase and the 

Federal Government, who bought out their 

shares and by absorbing their assets. The next 

target was AIG (American International Group), 

the nation’s biggest insurer. When AIG became 

unable to secure the credit through normal 

channels, the federal government provided them 

$85 billion-dollar loan, and when this wasn’t 

enough, the treasury provided an additional $38 

billion, In return the US received a 79% equity 

interest in AIG. At this point, major institutions 

were falling in the market, and Goldman Sachs 

and Morgan Stanley were the next on the list. 

The end of the large independent investments 



banks was near, and in turn large investors in 

these companies began moving billions into 

their safe havens. 

Relative International Action 
EU: The EU unveiled a comprehensive plan for 

salvaging their banking systems from potential 

ruin. Under this 13-point draft plan, the 

European Central Bank (ECB) will intervene in 

the financial turmoil to boost liquidity. 

Meanwhile, European governments will 

underwrite bank debt until the end of next year 

and commit to preventing the collapse of 

"systemically relevant institutions through 

appropriate means including recapitalization". 

China: China joined the world’s central banks 

coordinated action for the first time, and cut 

down interest rates by 0.27 percentage points. 

The proportion of deposits that banks were 

required to keep in reserve had been reduced by 

half a percentage point, and a tax of 5% levied 

on interest income had been waived. 

Russia: The government gave $100 billion in 

extra liquidity to the banking sector and $37 

billion in long-term loans to the largest banks 

present. A further $50 billion was given in loans 

to refinance debt-laden companies and banks. 

Russia also stopped trading via the stock market, 

for some time, especially after one of the 

steepest falls in the market ever. 

Japan: Japan had signaled to broaden its ‘bail-

out’ scheme to the country’s biggest banks. 

Japanese banks had avoided risky credit 

products, in turn they remained relatively well 

capitalized and their markets functioned even 

when major markets in America and in Europe 

collapsed.  

India: Money for India’s dried up market had 

been pledged, and cash reserve requirements had 

been slashed by 150 points to 7.5%. This 

released $12 billion into the banking system. 

Australia: Australia reduced rates by a whole 

percentage point. The government guaranteed all 

bank deposits up to $700 billion for three years. 

The took certain precautions to ensure that 

central banks could pump funds into tight money 

markets. 

 

Analysis 
Pre-Crisis: 

Beginning in the early 1929’s, the 

United States of America thriving at the 

peak of its Roaring Twenties, at the same 

time, the Federal Reserve raised the discount 

prices from 5% to 6% in order to prevent 

inflation and support the gold standard in 

late August. (The Balance) From October 24 

1929, (Black Thursday) to November 23, 

1929, the stock market consequently crashed 

and reached its bare minimum. The Great 

Depression commenced. 650 bank failures 

and the Smoot- Hawley Tariff Act signed by 

President Hoover followed, which 

consequently worsened the problem at the 

time. The Bank of Tennessee, The Bank of 

the United States failed and many more 

high-end banks collapsed. The economy 

decreased by 8.5 percent and the 

unemployment increased by 8.7 percent in 

the 1930’s and soon after in 1931, the 

unemployment rate rose to 15.9 percent and 

the prices dropped to 9.3 percent. The Great 

Depression lasted until 1938, when 

President Franklin D. Roosevelt began his 

second term and established a Third New 

Deal, cut spending in order to reduce debt, 

and persuaded Congress to legislate a $5 

billion-dollar relief program. As the year 

followed, the economy grew 5.1 percent, 

unemployment fell to 14.3 percent and the 

U.S debt of $37 billion remained consistent. 



The Great Depression ended in 1938 and 

World War II began. 
 

As years went by from the 1929’s financial 

crisis, or the Great Depression, the economy 

at times was inconsistent but managed and 

the stock market gained control as well. 

Leading into the 2000’s, the age of 

technology began and the internet and online 

business became the center of attention. The 

devastating event of 9/11 occurred and many 

setbacks took place, but innovations and 

improvements were created. Additionally, 

the year 2005 was stated to be the year 

China and India grew into World financial 

powers. Moreover, during the earliest part of 

the 21st century, the housing prices 

skyrocketed. Housing prices were high, but 

many who wanted a home could buy a home 

due to the “affordable housing” laws and 

procedures established during the 1990s. At 

this time, many investors began investing 

their money in the U.S Housing market 

through mortgage backed securities sold by 

various mortgage companies and lenders. As 

investors were more willing and desperate to 

buy more mortgage backed securities 

especially due to its given AAA ratings, 

lenders had to create more mortgages and 

did so through subprime mortgages.  As 

more houses were being sold, houses 

became costlier.  
 

Crisis in 2008 
Home rate sales in January 2008 fell to 

23 percent year over year out of a 4.9 billion rate 

and foreclosure increased by 57 percent year 

over year, prior in December foreclosure rate 

increased by 97%. As the prices of houses arose, 

the more people were unable to pay for their 

costly houses or exorbitant mortgages and 

abandoned their homes to foreclosure. In that 

case, supply was up, but demand was down and 

led to more defaults which caused houses to be 

less expensive.  As things began to fail with 

borrowers and homeowners, everything failed as 

well. More financial institutions ceased to buy 

mortgage backed securities, which left 

“subprime lenders” with poor loans and soon 

bankruptcy.  In March 2008, the Federal Reserve 

began bailouts of $50 million each on March 10 

and March 24 through the Term Auction Facility 

program. As well as bailouts, the Federal 

Reserve also provide money to high end 

companies, such as JP Morgan at the verge of 

bankruptcy which could have collapse the global 

financial system. Additionally, Federal 

regulators provided companies and banks with 

extra money in subprime mortgage debt. 

However, the problem was underestimated by 

Henry Paulson and Ben Bernanke and the 

companies and banks destabilized. (Amadeo, 

The Balance) Later in September 15, 2008, The 

Lehman Brothers admitted bankruptcy and 

triggered a global panic. American International 

Group became bankrupt as well and was bought 

by the Federal Reserve for $85 billion. 

Consequently, the economy nearly collapsed on 

September 17, 2008, when investors and banks 

were unable to execute their daily business and 

provide money market mutual funds. As a result, 

various grocery stores would run out of food, 

because grocery trucks stopped coming. On 

September 29, 2008, the stock market crashed 

when the U.S. House of Representative rejected 

the bailout. The global markets panicked. “The 

MSCI World Index dropped 6% in one day, the 

most since its creation in 1970. Brazil's Bovespa 

was halted after dropping 10%. The London 

FTSE dropped 15%. Gold soared to over $900 

an ounce. Oil dropped to $95 a barrel.” 

(Amadeo, The Balance) Also, in order to 

reinstate financial stability, The Federal Reserve 

doubled in currency swaps with foreign banks in 

Europe. Finally, Congress passed a $700 Billion 

Bailout which supported many but there were in 

few complications in Central Bank Action.  

 

Possible Solutions 
“Foreclosure Prevention and 

Neighborhood Preservation.” In 2008, the 

https://www.thebalance.com/msci-index-what-is-it-and-what-does-it-measure-3305948


Saving America’s Family Equity or SAFE plan 

was crafted by the Treasury official, Michael S. 

Barr and Center of American Progress. A 

proposal to establish strong government policy 

and provide new authorities to current public 

and private institutions in order to restore the 

economy and solve the mortgage crisis. This 

solution fixates on the tribulations faced by 

homeowners and utilizes a loan plan and 

Government GSEs to ensure thousands are able 

to keep their houses. Additionally, the solution 

was said to also assist credit markets and contain 

the problem at hand. In fact, the solution was 

announced by Michael S. Barr to the U.S 

Committee on Banking, Housing, and Urban 

Affairs (American Progress, Barr)   

When taking into consideration the 

severity of the financial crisis, one of the first 

steps that the international community must take 

is reobtaining trust from investors and consumer 

alike. Legislators must take into account the 

newfound need for vigilant supervision in global 

banking, which can be achieved by creating 

strength in financial authorities that already 

exist, or by creating new bodies for both the 

global and individual economies. Member states 

must create solutions that focus on sustainability 

in the markets through regulations. 

One option is the reform of the 

international banking industry. Countries need to 

impose stricter regulations on tax havens and 

private equity fund which are used by multi-

million dollar companies to avoid taxation, 

which will help generate more transparency in 

the financial market. The passing of legislation 

that establishes a protocol for countries that are 

going bankrupt will resolve issues of debt and 

assist economically unstable countries in 

retaining capital. Introducing an international tax 

on the currency exchange that will target the 

economic damages that result from currency 

speculation. Along with this comes the need for 

an increased support of trade between countries 

to stimulate economic growth and allow them to 

use what they have. 

Developing countries such as those in 

Africa are in need of macroeconomic policies 

that will stimulate growth for their continued 

development. Rather than continuing to create 

budgets and avoiding increased inflation and 

deflation of the respective currencies of these 

countries, it would be beneficial for them to 

invest in stability in growth and their 

governments, pushing to create more human 

capital, and developing their respective 

infrastructures. More developed countries need 

to be taking the opposite approach to prevent 

overspending on sectors such as the military, as 

well as the necessity of currency stabilization. 

All countries must also be willing and 

ready to use their respective geographies and 

locations to their advantage. The development of 

more sustainable energy sources and their 

exploitation will promote both sustainability in 

climate and in economy, as many of these 

sources are less expensive than the commonly 

used oil and coal. With the benefit of a lower 

prices, countries will have an energy source that 

is more efficient in the long run, stabilizing their 

economies. Many countries also have the 

opportunity to take advantage of tourism, but 

more specifically ecological tourism. This form 

of tourism is more cost effective than man made 

tourism, maintains ecological vitality, and is a 

simple way of gaining capital through nature. 

 

Bloc Positions 
Asia: Asia has not been crippled nearly as 

much as other blocs such as North America 

and Europe, but rumors of a recession 

triggered a bank run in Hong Kong that 

caused a quick spread of the financial crisis 

throughout Asia. The situations of the Asian 

countries vary, with countries such as China 

experiencing less turmoil than other such as 

Russia. 
 

South/Central America: Latin America 

was hit hard after the recession struck the 



United States, one of the main exporters to 

Latin American countries. Stock markets 

began to fall, along with equity prices. The 

decrease in the oil prices caused oil 

exporting countries such as Brazil and 

Argentina to suffer. Many countries have 

also suffered extremely high inflation. 
 

Europe: Europe was the second “power” to 

be hit by the financial crisis after the United 

states, with many European governments 

bailing or seizing banks. Countries such as 

Greece continue to have their debt grow, 

with some stock markets closing off all 

trading, and with oil prices off of which 

many European countries benefit dwindling. 
 

Africa: Africa was not impacted nearly as 

hard as the United States and Europe were 

with the onset of the global financial crisis. 

The continent’s banking system was still 

stable, but there were some decreases in 

investment. It is becoming a place from 

investment considering its financial situation 

compared to that of other continents. 
 

Middle East: In the Middle East, the stock 

market has declined, but not as far as 

dropped off as many others had in North 

America and Europe respectively. Many 

countries have had little to no changes in 

their baking systems at a local level. Still, 

many economies have been dropping in this 

region, with housing bubbles popping as it 

happened in the United States. 
 

Questions to Consider 
-How can should a central bank respond to a 

major bank's failure? 

-How can banks be helped without 

promoting the idea of ‘too big to fail’ 

-How can a crisis originating in America be 

dealt with by countries from around the 

world? 

-How should governments aid these central 

banks in order to ensure that the crisis does 

not grow? 

 

Conclusion 
The 2008 Financial Crisis was a 

crippling event in global history that was the 

worst economic recession the world had 

ever experienced since the Great 

Depression. The event began with the 

collapse of the housing market bubble, 

which was a result of people defaulting on 

their mortgages when interest rates rose. The 

downturn quickly spread from the United 

States to countries around the globe, with 

nations still reeling from its continued 

effects. The members of the G20 Summit 

are tasked with creating a solution that will 

put a stop to the continued stock market 

failures, stabilize the global economy, and 

imposing legislature that will prevent such a 

worldwide phenomenon from occurring 

again. 

 

Useful Links 
1) https://www.economist.com/news/sc

hoolsbrief/21584534-effects-

financial-crisis-are-still-being-felt-

five-years-article 

2) https://www.thebalance.com/2008-

financial-crisis-timeline-3305540  

3) https://amp.theguardian.com/busines

s/2008/oct/13/creditcrunch-

marketturmoil1 

4) https://www.britannica.com/topic/Fi

nancial-Crisis-of-2008-The-1484264 

5) https://www.economist.com/news/sc

hoolsbrief/21584534-effects-

financial-crisis-are-still-being-felt-

five-years-article  
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