
‘Lehman Weekend’: 
The biggest bankruptcy
in American history
WASHINGTON: It was “Lehman Weekend.” The moment in
September 2008 when the 150-year-old investment bank Lehman
Brothers collapsed, precipitating the worst global economic crisis since
the 1930s.  After failing to find buyers for the troubled financial giant,
that was weighed down by risky debt holdings made up of at subprime
mortgages, US authorities declined to offer a bailout and allowed the
institution to fail. 

Monday, September 15, 2008, at 1:45 am, Lehman Brothers filed for
bankruptcy, taking the world by surprise leaving well over $600 billion
in debt, as well as 25,000 employees in shock.

It was the biggest bankruptcy in American history. On Wall Street,
the Dow Jones plunged 500 points, the largest drop since the attacks of
September 11, 2001. Stunned traders streaming out of the building car-
rying boxes of their belongings became a symbol of the crisis. 

Some were caught by surprise. But others, like Lawrence McDonald,
a former trader and co-author of a 2009 book on the collapse-”A
Colossal Failure of Common Sense: The Incredible Inside Story of the
Collapse of Lehman Brothers”-said management had long been alerted
to the excessive risks they took to increase short term profits. The top
Lehman leadership, housed on the bank’s 31st floor, “drove us 162 miles
(261 kilometers) an hour...right into the biggest subprime iceberg ever
seen,” he told AFP in 2009.

“It was 24,992 people making money and eight guys losing it,” he
said, lamenting that the management “bet the ranch” on toxic assets.
From 2005 to 2007, at the height of the real estate bubble, when mort-
gages were given to many homebuyers who could not afford them, and
then packaged into securities and sold off, Lehman Brothers bought
several mortgage brokerages and posted record profits. 

But in mid-2007, the losses began to build. The knockout punch
came nine months later, March 16, 2008, with the near bankruptcy of
another investment bank, Bear Stearns.  — AFP

KUWAIT: President Trump announced last
Monday that the US and Mexico had
reached an agreement on NAFTA (The
North American Free Trade Agreement), and
suggested that Canada would be excluded
from the trade pact if the country did not
agree to certain terms. 

The agreement with Mexico resulted in a
revamping of NAFTA, with adjustments
made to aspects such as the digital economy,
automobiles, agriculture, and labor unions.
The main function of the trade pact - to
allow American companies to operate in
Mexico and Canada without tariffs - remains
unchanged. What remains unclear is how
Trump will sell the trade deal to Congress,
and whether or not Canada will get on
board. Meanwhile, US farmers are about to
receive $4.7 billion in government aid in
September to compensate for losses due to
Trump’s ongoing trade war with China. 

The Canadian NAFTA deal was planned
to come into fruition on Friday, Canadian
Prime Minister Justin Trudeau and US
President Donald Trump both said that a
deal on revamping NAFTA by Friday was
within reach. Talks in Washington intensified
to salvage a three-way agreement between
the US, Canada, and Mexico, in light of the
agreement reached between the US and
Mexico. “We recognize that there is a possi-
bility of getting there by Friday, but it is only
a possibility, because it will ultimately hinge
on whether there is ultimately a good deal
for Canada.” Trudeau said, and he added
“No NAFTA deal is better than a bad NAF-
TA deal.” Trump on the other hand said
“Canada wants to be part of the deal, and we
gave until Friday and I think we’re probably
on track. We’ll see what happens.” 

Canadian Prime Minister Justin Trudeau
and US President Donald Trump failed to
reach the Friday deadline set by Congress on
a revamped NAFTA agreement. US and
Canadian negotiators insist that progress is
being made, announcing talks would resume
on Wednesday after four days of negotia-
tions ended with no final agreement.
Congress has now set a 30-day deadline,
placing the administration under pressure to

provide a full text of the agreement by then. 
The deadline for a deal to revamp NAF-

TA loomed, as President Trump faces a deci-
sion on expanding tariffs on Chinese imports.
He threatened to pull the US out of the
World Trade Organization saying: “If they
don’t shape up, I would withdraw from the
WTO,” during an interview with Bloomberg
News on Thursday. Trump had previously
demanded better treatment from the WTO,
complaining that it infringes on US sover-
eignty and the US does not always prevail in
dispute settlement cases. 

In the same interview with Bloomberg,
President Trump hinted at pushing ahead
with the next phase of tariffs on USD 200bn
worth of imports from China, he also
accused China again of working to a formula
and devaluing its currency. In fact president
Trump did not stop with China, he included
the EU in his remarks on FX manipulation. 

On the currency front, the US dollar index
continued its downward momentum that
began on August 23. Since the beginning of
the summer, the Dollar was gaining ground
due to escalating trade tensions. However,
with last week’s theme of cooling down on
the trade front, the greenback lost some of
its safe haven demand. The US dollar man-
aged to recover some of its losses on the last
trading day of the week, supported by
strong economic indicators. 

Stellar consumer confidence 
The US consumer confidence index

soared to 133.4 for the current month, a fig-
ure not seen in nearly 18 years. The latest
data was broad based as both the Present
Situation component and the Future
Expectations component rose. In details, the
Present Situation Index rose from 166.1 to
172.2, meanwhile the Expectations Index
increased from 102.4 to 107.6. The above
readings are historically high and may con-
tinue to support healthy consumer spending
in the short-term. On the labor front, individ-
uals expecting more jobs grew from 21.7%
to 22.6%, while the sum of people projecting
a job market contraction decreased from
15.2% to 14.1%. Optimism in the US econo-

my is significantly high with economic indi-
cators continuously improving, while some
nations around the globe witnessed much
weaker readings this year than in 2017. 

Rapid GDP Growth supports 
Interest Rate Hikes 

US gross domestic product data revealed
a rise of 4.2 percent in the second quarter,
marking its most rapid growth since 2014.
Such figures can be linked to massive tax
cuts for companies amounting to $1.5 trillion,
creating a considerable stimulus for the
economy. The data is likely to support the
US Federal Reserve’s plan to raise interest
rates next month, in line with its plan for two
more hikes this year. The preliminary Q2
PCE rose 1.9 percent, while the preliminary
core PCE price index remained at 2 percent
meeting expectations. However, fears
regarding trade tensions may potentially
weigh on the economy in the near future. 

Declining oil inventories 
The US Energy Information

Administration announced that US crude
inventories fell by 2.6 million barrels last
week, surpassing analysts’ expectations of a
686,000-barrel decrease. Oil prices climbed
as the West Texas Intermediate was up 1.7
percent to $69.710 per barrel, and Brent,
considered an international benchmark, was
up 1.84 percent to $77.33 per barrel. The
multi-week highs were due to US sanctions
targeting Iran along with a larger than
expected decline in crude stockpiles. 

Euro English Trade deal 
EU’s chief Brexit negotiator Michel

Barnier announced on Wednesday that he
was close to offering the UK a unique trade
deal. He was quoted saying, “We are pre-
pared to offer a partnership with Britain
such as has never been with any other third
country”. The sterling shot higher in reaction
to the news, breaking the 1.30 level for the
first time in weeks. However, Barnier added
that the UK must respect the core structures
of the EU as the single market, insisting that
this aspect is non-negotiable. The pound

was up more than 1 percent on Wednesday
and it closed the market at 1.2961. 

The concerns over Brexit have been
affecting the European equity market, where
the European equities extended their third-
longest streak of net redemptions in the lat-
est week. The outflows are driven by Brexit
concerns, investors withdrew $446m from
funds that specialize in UK equities in the
week to Wednesday. 

Eurozone CPI 
In the Eurozone, CPI data has come in

weaker than expected. Core CPI rose 1.0
percent yoy missing market expectations of
1.1 percent, while headline CPI increased 2.0
percent yoy also missing the expected 2.1
percent. The ECB is scheduled to wrap up its
EUR 2.6 trillion asset-purchase scheme in
December. However, it’s unclear when the
ECB will raise interest rates. ECB policymak-
ers have been somewhat vague on the issue,
saying that rates will not rise until after next
summer. German retail sales came in at -0.4
percent, missing the estimate of -0.1 percent.
This marked the second decline in three
months. EUR/USD showed little movement

in the Friday session. The pair closed the
week at 1.1599. 

Chinese manufacturing
The Chinese manufacturing sector growth

picked up in August, purchasing managers’
index published by China’s National Bureau
of Statistics inched up by one-tenth of a
point to 51.3 in August, and production
growth picked up 0.3 points for a reading of
53.3 in August. On the other hand, new
export orders contracted at the fastest pace
in six months, according to a sub-index
which fell 0.4 points to 49.4. At the same
time, total new orders edged down only one-
tenth of a point from July’s level to 52.2. The
official non-manufacturing PMI also climbed
0.2 points to 54.2 in August, with a sub-
index for the services sector rising 0.4 points
to 53.4. For the service sector this marks as a
partial recovery from the slowest pace of
growth in eleven months seen in July. 

Kuwait
Kuwaiti dinar 
USD/KWD opened at 0.30280 yesterday

morning. 
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Tunisia govt 
raises fuel 
prices, fourth 
hike this year
TUNIS: Tunisia’s government raised
fuel prices on Saturday by about 4
percent, the fourth hike this year, in an
effort to rein in its budget deficit and
meet reforms requested by the coun-
try’s international lenders. The price
of a liter of petrol will rise to 1.985
Tunisian dinars from 1.925 dinars,
starting Sunday, the industry ministry
said in a statement. The three previ-
ous increases this year were in March,
January and June.

Fuel subsidies this year will rise
from an expected 1.5 billion dinars to

4.3 billion dinars with the rise of world
oil prices, officials said. The IMF has
been pressing Tunisia to trim its
budget deficit and increase fuel and
electricity bills to offset a rise in oil
prices that is pressuring already-
strained public finances.

“Staying the course on reducing
the fiscal deficit this year and next is
critical to stabilize debt and reduce
excessive demand for imports given
the recent increase in global oil
prices,” the IMF said on Friday after a
mission visited the country. The two
sides reached an initial, or “staff lev-
el”, agreement on the next reforms,
the IMF statement added.

Tunisia has forecast that the budg-
et deficit will fall to 3.9 percent in
2019 versus 4.9 percent of gross
domestic product expected in 2018.
The country has dropped into a deep
economic slump following the over-
throw in 2011 of autocratic leader Zine
El-Abidine Ben Ali. — Reuters
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EXCHANGE RATES
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CURRENCY BUY SELL
Europe

British Pound 0.387179 0.401079
Czech Korune 0.005762 0.015062
Danish Krone 0.043499 0.048499
Euro 0. 345424 0.359124
Georgian Lari 0.137682 0.137682
Hungarian 0.001144 0.001334
Norwegian Krone 0.032434 0.037634
Romanian Leu 0.065015 0.081865
Russian ruble 0.004487 0.004487
Slovakia 0.009062 0.019062
Swedish Krona 0.029319 0.034319
Swiss Franc 0.307399 0.318399

Australasia
Australian Dollar 0.210694 0.222694
New Zealand Dollar 0.195277 0.204777

America
Canadian Dollar 0.227731 0.236731
US Dollars 0.299500 0.304800
US Dollars Mint 0.300000 0.304800

Asia
Bangladesh Taka 0.002990 0.003791
Chinese Yuan 0.043044 0.046544
Hong Kong Dollar 0.036933 0.039683

Indian Rupee 0.003830 0.004602
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002657 0.002837
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.070806 0.076606
Nepalese Rupee 0.002625 0.002965
Pakistan Rupee 0.001956 0.002726
Philippine Peso 0.005608 0.005908
Singapore Dollar 0.216759 0.226759
Sri Lankan Rupee 0.001519 0.002099
Taiwan 0.010417 0.010597
Thai Baht 0.008967 0.009517

Arab
Bahraini Dinar 0.790203 0.806703
Egyptian Pound 0.014335 0.020053
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.423906 0.432906
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.022420 0.046420
Omani Riyal 0.782253 0.787933
Qatar Riyal 0.079101 0.084041
Saudi Riyal 0.079673 0.081173
Syrian Pound 0.001287 0.001507
Tunisian Dinar 0.106360 0.114360
Turkish Lira 0.041406 0.052906
UAE Dirhams 0.081234 0.082934
Yemeni Riyal 0.000987 0.001067

Dollar edges lower as trade tensions 
ease; US in NAFTA deal with Mexico 

Negotiations with Canada hit a roadblock

NEW YORK: In this file photo taken on September 15, 2008 two men hug
outside of Lehman Brothers headquarters in New York. It was “Lehman
Weekend.” The moment in September 2008 when the 150-year-old
investment bank Lehman Brothers collapsed, precipitating the worst
global economic crisis since the 1930s. — AFP

Steve Eisman, the
‘big short’ investor
who bet on the crash
NEW YORK: The global financial crisis devastated
American communities, wiped out savings and brought
banking giants to their knees. But it also enriched a
handful of investors who had bet that the financial
house of cards behind American real estate lending
would collapse.

Steve Eisman is among this exclusive circle of Wall
Street Cassandras, with a bank account and investment
portfolio that grew as bankruptcies piled up among
homeowners who had taken out adjustable-rate sub-
prime mortgages.

His audacious gamble is recounted in the 2015
movie “The Big Short,” in which the actor Steve Carell
plays a Mark Baum, a fictionalized version of Eisman.

Between 2004 and 2007, Eisman, who is married to
an ex-banker, ran an investment portfolio at the hedge
fund FrontPoint Partners. His job was to invest wealthy
clients’ money in the banking sector, which was riding
high on the success of lending to higher-risk, or “sub-
prime,” borrowers.

The banks spread this risk across the world, selling

pieces of it in the form of complex instruments known
as collateralized debt obligations, or CDOs, and securi-
ties backed by residential mortgages.

But, even with a Harvard Law degree, Eisman under-
stood little about such exotic financial products with
bewildering acronyms. And at a 2004 conference in
Las Vegas, he learned he was not the only one. He soon
learned, after traveling next to Florida, California,
Nevada and Arizona, epicenters of the subprime crisis,
about the loose lending standards applied by mortgage
originators and banks.

With graying hair and a square, athletic build, the
middle-aged financier’s frank talk contrasts sharply
with the typical Wall Street jargon.

Shorting against the world 
“How could someone make a mortgage loan when

the customer can only afford to pay for the first 3
years?” he asked during an interview with AFP at the
Manhattan offices of Neuberger Berman, his new
employer. He reached out to the ratings agency
Standard & Poor’s, which had stamped its vaunted
‘AAA’ rating, the highest possible, on CDO and RMBS
(residential mortgage-backed securities) assets.

They said their models did not include negative sce-
narios.  But Eisman identified a set of dubious loans and
decided to bet they would fall, convincing Goldman
Sachs and Deutsche Bank to issue Credit-Default
Swaps, which are insurance policies against borrower
defaults. — AFP 


