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Abstract 

News media depictions of the financial crisis promoted the idea that it was caused by greed and a lack 

of regulatory oversight. These explanations failed to adequately explain why the sector that controls the 

money in capitalist societies required bailouts. Here I consider the financial crisis of 2007 and 2008 as a 

narrative arc in an Anglo-American context. This narrative arc draws upon the classic three-Act story 

structure. It reveals key plots, events and ‘scenes’ like a movie that progresses from bad to worse; 

except there is more to the changes in fortune for the plot’s protagonists. Unlike the overly simplistic 

portrayal of the financial crisis in the news, this study argues that the crisis narrative was constructed for 

propaganda purposes, by merging truthful facts with fictional elements.  

An account of the major changes that occurred in the political economy of banking and finance from the 

early 1970s serves to contextualize this study. Anglo-American capitalist oligarchs and elites colluded to 

transform the world under the rubric of ‘free market reform’ and individual ‘freedom.’ The purpose was to 

exploit the unfolding financial crisis in order to extend control over governments and their respective 

citizenries. In this context, developments affecting major media outlets are traced as regulations were 

changed amid the rhetoric that ‘free markets’ would make companies more competitive. The resultant 

concentration of media ownership occurred as news outlets promoted unfettered financial markets as a 

pre-requisite for economic prosperity. The news media’s portrayal of a global merger wave in banking 

and finance conglomerates; the tech-stock bubble of the late 1990s and corporate scandals in the early 

2000s are outlined. The emergence of an American housing bubble, its bursting and the financial 

contagion that followed are tracked through the media reportage. The culpability of Wall Street, the City 

and their respective financial authorities and political elites is examined.  

This study employs news framing theory to explore the ideological constructions of news content and 

elite discourses across news coverage from 10 major American and British press outlets between 

September 15 and October 4 2008. The consequences of the forced collapse of a large Wall Street 

investment bank leading up to the passage of a $700 billion bailout, are analyzed as narrative-driven 

event clusters which obscure the collusion of financial oligarchs, monetary authorities and political elites. 
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Chapter 1: The Politics of Money, Media and Mass Propaganda 

No minority population group remains as obscure to their respective citizenries as the oligarchies of the 

United Kingdom and the United States. Oligarchs are super rich individuals who exploit their wealth to 

influence governments and fund institutions, such as universities and foundations, so that an educated 

elite will use political mechanisms to protect the oligarchy’s fortunes. Indeed, oligarchies are 

synonymous with hierarchical societies that feature extreme economic inequality (Lundberg 1968; 

Winters 2011a). In George Orwell’s 1949 dystopian novel Nineteen Eighty-four there is a passage from 

an imagined non-fiction book titled The Theory and Practice of Oligarchical Collectivism by Emmanuel 

Goldstein. He is the official enemy of Oceania, one of three super-states that the novel’s protagonist, 

Winston Smith, is a citizen of (p.224). In The Theory and Practice of Oligarchical Collectivism, the 

character Goldstein ‘wrote’ that “[i]n the long-run, a hierarchical society was only possible on a basis of 

poverty and ignorance” (Orwell 1993 [1949]: 198). In other words, the extremes between the wealthy 

and the poor are sustained by hierarchical power structures that have an interest in maintaining 

widespread ignorance about the purpose of ruling institutions. 

An Anglo-American financial oligarchy emerged in the 1970s and has risen to become the dominant 

capitalist coalition in the United States and Britain. A global credit boom between 1991 and 2007 

became a key driver of new and expanded fortunes made in finance. The Anglo-American financial 

oligarchy’s influence over news coverage during the financial crisis period 2007 to 2008 was pervasive 

(Engdahl 2009; Ferguson 2011; Johnson & Kwak 2010; Prins 2009; Shaxson 2011). Although their 

visibility in news reports was fleeting, the Anglo-American financial oligarchy’s strategic defence of 

wealth interests during the financial crisis was detectable. 

The news media’s search for causes of the financial crisis obscured the power relations involved. 

Mainstream reportage focussed on the spectacle of financial turmoil, wherein blame was attributed to 

greed and a lack of regulatory oversight. Such treatments relied on the assumption that governments 

are benign institutions that merely make ‘mistakes’ and that economics and politics are separate 

activities. This construction of events conceals the linkages between corporate/financial elites and the 

state apparatus, academia, think-tanks, foundations and the upper reaches of the news media. 

Furthermore, the emphasis on the real time signifiers of financial crisis, such as stock market data, 

combined with the absence of sustained investigations into the root causes, created and amplified “an 

atmosphere of catastrophe” (Kenway & Fahey 2011: 172). In this atmosphere, news outlets magnified 

fears of financial and economic collapse and this became the justification for saving ‘too big to fail’ 

financial institutions. 
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To add accounting salt to the fiscal wounds, the financial sector shamelessly insisted that central banks 

and governments everywhere should offer support (Chossudovsky 2010a; Ferguson 2011; Gowan 

2009). For instance, the total cumulative sum of low-interest loans and assets purchases made by the 

United States central bank, the Federal Reserve System, to banks (including other central banks) under 

its ‘emergency’ operations amounted to $29.616 trillion between December 1 2007 and November 10, 

2011 (Felkerson 2011: 31-32; United States Government Accountability Office [GAO] 2011: 131, 205).1 

The European Central Bank borrowed just over $8 trillion between December 17 2007 and February 1 

2010 from the US central bank (Felkerson 2011: 11; GAO 2011: 205). Authorities in the United States 

and United Kingdom merely patched up and re-inflated the burst bubbles of credit and complex financial 

assets with fresh expansions of credit and cash, while largely ‘ignoring’ the financial turmoil experienced 

by their respective citizenries (Chossudovsky 2010a: 23-27; Ferguson & Johnson 2009a,b).2 

This thesis investigates the financial crisis period 2007 to 2008 as a narrative arc in an Anglo-American 

context. This narrative arc draws upon the classic three-Act story structure to reveal key moments as 

‘scenes’ in a movie plot that progresses from bad to worse (Frensham 2003). As Kristina Riegart and 

Eva-Karin Olsson (2007) have argued, for an event to be deemed a crisis by the media, it has to have 

an element of surprise (p.145). Therefore, news outlets deploy dramatic story-telling elements in order 

to construct a ‘crisis’ narrative. “It’s the Financial Oligarchy, Stupid” explores the networked power 

relations among key players from Wall Street, Washington and the City of London. These power 

relations I will argue underpinned public events, although this was rarely evident in the news media. 

News accounts of important events shape shared understandings of the world. Since it is not possible 

for us to attain expertise in every field of knowledge, we depend on the news to provide accurate, timely 

and intelligent coverage of issues, developments and discoveries. This dependency, however, leaves 

news audiences vulnerable to manipulation by individuals, institutions and invisible mechanisms. This 

manipulation extends to the news outlets themselves since their interests are, usually, more aligned with 

oligarchic power configurations than with ordinary citizens. Popular understandings of the financial crisis 

period 2007 to 2008 were derived from complexly constructed news frames.  

News frames set the boundaries of argument, how the debate is to proceed and most importantly what 

is to be left unsaid (Altheide 1997; Goffman 1974). David Westby suggested that “frames are symbolic 

constructions that in different ways are derivatives of ideologies” (2005: 219). David Snow and Robert 

Benford viewed ideologies as “cultural resources” that “simultaneously facilitate and constrain framing 

processes” (2005: 209). Robert Entman argued that frames assign causes and solutions to problems 

(1993: 52). A news frame then, is the reconstruction of an event according to a particular focus, and 

what constitutes acceptable social discussion as opposed to politically dangerous lines of investigation, 

thought or ideas (Carragee & Roefs 2004; Gamson, Croteau, Hoynes & Sasson 1992). News frames 

work by creating meaning out of easily recognised storylines or narratives, concepts and symbolic 
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images that exist in a culture’s social memory. News frames also employ reasoning devices – such as 

interview statements – and ideologically-infused social norms and values, that are repackaged to shape 

an event that is deemed newsworthy in the daily ‘news hole’ or schedule (Entman 2004; Entman & 

Rojecki 1993; Reese 2007). Thus, an institutional frame is a construction of the cultural milieu within 

which it is aligned (Fuchs & Graf 2010). 

As the financial crisis unfolded, personalized news frames were often used. These personalized frames 

operated in two ways; valorization and stigmatization. Valorizing treatments fawn at the status of 

financial oligarchs and elites (Layton 2003; Williams 2008). Stigmatizing treatments produce 

scapegoats – whether they are persons, groups or organizations – that become targets on which to 

project blame, animosity and fear (Schackner 2008: 24, 48, 52). In the drama of the telling, both 

valorizing and stigmatizing tend to be very effective at obscuring the causes of news events (Johnson-

Cartee 2005; Schackner 2008; Williams 2008; Winters & Page 2009). Additionally, the news media 

heightened the sense of drama with fear frames that served to obscure the internal inconsistencies of a 

‘rescue’ master frame. Master frames work as over-arching mechanisms to gain support for specific 

political goals and to undermine opposition (Snow & Benford 1988: 198). The ‘rescue’ master frame’s 

strictures require the obfuscation of in-depth reportage. 

To contextualize this pattern, the work of American media scholars Edward S. Herman and Noam 

Chomsky is employed (2008). Their Propaganda Model, which describes the structural mechanisms that 

filter the news so that it is more palatable for elite interests, is explicated in relation to the Anglo-

American news media. This Propaganda Model provides a theoretical framework for exploring news 

bias in the coverage of the financial crisis, including the ‘rescues’ of financial institutions. The 

Propaganda Model theorizes that news outlets can censor the news without resorting to collusion and 

conspiracy, because of the pressures of advertising, primary sources and the routines of newsrooms. 

Herman and Chomsky also argue that ideologically-infused beliefs, including the institutional ‘voice’ or 

frame of news outlets, influence how reporters, editors and columnists cover or censor news stories. 

Also embedded in the construction of news frames are codified communications that appear on the 

surface as banal details, while they concurrently facilitate inter-elite collusion. For example, the Anglo-

American financial oligarchy released statements which contributed to the atmosphere of crisis at the 

same time as they orchestrated the collapse of Wall Street’s fourth largest investment bank, Lehman 

Brothers. Thus, collusion operates within a re-worked Propaganda Model which advances cartel 

oligarchic behaviour. As such, this thesis also triangulates the ideas of the Propaganda Model, news 

framing theory and dramatic narrative elements to examine the construction of the ‘rescue’ master 

frame. The unstated claim of the ‘rescue’ master frame was that following the inevitable climax of the 

crisis, the financial system would be ‘saved.’ The financial crisis narrative was constructed by the daily 

‘rescue’ frames, but these were never cogently described as such in the news coverage. This study then 
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is a behavioural and performance review of American and British major media outlets that were 

themselves entwined with their respective political economies. The arrangement of chapters serves to 

explicate why the financial crisis occurred, why the news media covered it the way they did and how the 

agendas and objectives of the key players were obscured. 

Chapter two contextualizes the financial crisis with an account of the major changes that occurred in 

banking and finance as a consequence of plans developed by capitalist groups in the early 1970s. Rival 

Anglo-American capitalist oligarchs and elites set a course to advance their control by lifting regulatory 

restrictions on financial systems, beginning with the flow of capital between countries. Their goals were 

to generate and benefit from financial volatility to restrict governments in their policy choices and to 

force workforces to compete with each other across the world. The Anglo-American ruling elites thereby 

developed an ideology that came to be called neoliberalism, which served to legitimize the deployment 

of ‘free market’ policies. This ‘free market’ model had been carefully formulated, debated and field-

tested in the 1960s and 1970s in academia, thinktanks and selected ‘Third World’ countries, before it 

was rolled-out in America and Britain in the late 1970s and early 1980s (Engdahl 2004; 2009; Johnson 

& Kwak 2010; Klein 2007; Pilger 2002; Pilger & Lowry 2001). The development of financial capitalism is 

traced, with reference to the proliferation of new financial technologies and the growth of a state-

sponsored Anglo-American network of tax havens within the global financial architecture (Palan, Murphy 

& Chavagneux 2010; Shaxson 2011). In particular, the speculative role of derivatives, which are 

financial contracts that derive financial claims from underlying assets, are examined. 

Chapter three sketches the formation of large news media groups as mergers among major media 

outlets occurred in the US and the UK during the 1980s, 1990s and 2000s. The resultant concentration 

of media ownership occurred because of the incremental lifting of controls that had restricted the cross-

ownership and market share of newspapers, magazines, television networks and radio stations 

(Bagdikian 2004; Eldridge, Kitzinger & Williams 1997; McChesney 2004a,b; 2008). The news media’s 

portrayal of a global merger wave in banking and finance conglomerates, a tech-stock bubble of the late 

1990s and its subsequent scandals in the early 2000s are outlined. A pattern of complicity is evident in 

the performance and behaviour of the major news outlets throughout this period. They played a 

formative role in the creation of market bubbles and subsequently feigned innocence when they burst 

(Clark, Thrift & Tickell 2004; Layton 2003; Starkman 2009a; Williams 2008). At the time, news outlets 

routinely promoted financial markets as a means to achieve economic prosperity (Clark et al. 2004; 

Langley 2006a,b; 2007).3 The effect was to lure people to invest in riskier financial institutions, stock 

markets and other financial assets so that they would suffer steep financial losses (Clark et al. 2004; 

Ferguson 2011; Langley 2004; 2006; 2007; Williams 2008). 

Chapter four traces keys events of the ‘financial crisis’ narrative arc. It starts one month after it began; 

on September 12 2007 when the Bank of England’s governor submitted a white paper on the bailout 
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role of central banks to the House of Commons Treasury Committee. A ‘leak’ to the BBC the following 

day – September 13 – that the United Kingdom’s fifth largest retail bank, Northern Rock, had 

approached the Bank of England for a bailout, triggered an immediate bank-run. Chapter four ends with 

the imminent collapse of Lehman Brothers following a ‘crisis’ meeting convened at the New York 

Federal Reserve at 6p.m., Friday September 12 2008 to decide its fate. Here, the news media 

effectively primed the markets the next day – Saturday September 13 – to expect a ‘meltdown’ come 

Monday morning. 

Chapter five incorporates a case study of news stories from ten print publications based in the United 

States and the United Kingdom. The coverage is divided into discrete event clusters over a three and a 

half week period following the Lehman Brothers ‘crisis’ weekend of September 12 to 14, through to the 

passage of the $700 billion bailout bill on October 3. Event cluster one, “Institutional ‘Meltdowns’ and 

‘Fallout’ ” examines the reportage of financial turmoil following news of Lehman Brothers’ imminent 

bankruptcy on Sunday September 14 through to the news of a systemwide bailout by American financial 

authorities, announced on Thursday September 18. Event cluster two, “Bank Holding Companies” 

captures the simultaneous moves by Goldman Sachs and Morgan Stanley to navigate their way out of 

speculative attacks by becoming bank holding companies within the Federal Reserve System on 

Sunday September 21. This cluster also captures the attempts of these financial institutions to gain 

symbolically important new investments on Tuesday September 23. Event cluster three, the “Bailout Bill 

Rejected” scrutinizes the week of political controversy that ensued after the weekend announcement 

that the bailout figure sought by the US Treasury was $700 billion. The cluster ends with coverage 

following a vote-down of the bailout bill in Congress’ House of Representatives on Monday September 

29. Event cluster four, the “‘Resurrection’ of the Bailout Bill” studies coverage of the intensive lobbying 

that occurred to get the bailout bill passed just four days later on Friday October 3.  

The methodology for this case study employs an event cluster modelling technique developed to 

decipher submarine intelligence reports (Schubert 1995; 1997). This clustering technique is practical for 

news media analysis because the procedure is designed to handle reports with uncertain information. 

The doubt inherent to submarine intelligence gathering, such as the identity of specific submergible craft, 

is comparable to news reportage. The behaviour of elite actors may be likened to submergible vessels 

since the location, time and real purpose of interviews, publicized information and events are often not 

specified in news reports. Sometimes the identity of interview sources (and often the extent of their 

institutional affiliations) is not disclosed. 

Important component events are identified and sequenced. Some news content does not refer to a 

specific event or refers to an event that either belongs to another event within the cluster or to another 

event cluster. ‘Historical’ events are also mentioned in the reports. This kind of content contains 

interpretations and propositions about unfolding events in general. In their study “Media Images and the 
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Social Construction of Reality,” Gamson, Croteau and Hoynes et al, offered the idea that a “set of texts” 

might contain an embedded ‘metamessage’ or big picture (1992: 381). Such ‘meta-level’ information 

reveals the narrative arc or meta-conflict, which joins up the clustered events (Schubert 1995; 1997). At 

given points in these clusters I will show how this narrative arc serves the strategic objectives of the 

Anglo-American financial oligarchy. 

From a data set of approximately 400 articles, news stories were gathered as photocopies from the 

Auckland University of Technology’s library collection. Additionally copies were obtained from Factavia, 

Newseum, the National Library of Australia, Otago University, Zinio.com and media procurement 

companies. The American articles collected were daily newspapers: The Wall Street Journal; The New 

York Times; and The Washington Post. The weekly magazines examined were: Time; BusinessWeek; 

and the fortnightly magazine, Fortune. The UK daily publications: were, the Financial Times; The Times; 

and one weekly newspaper, The Guardian Weekly; and one weekly magazine; The Economist. 

Searches were conducted to capture a broad representation of articles from the 10 publications. The 

daily newspaper dates range is from September 15 to October 4 2008. The magazines’ publication 

dates range from September 20 to October 13 2008, and vary according to press times.4 

The articles were organized chronologically into publication sets. Some of these articles were discarded 

because they were mostly market data reports, without much commentary, interviews or political 

expression. (The total search retrieved over 700 articles). The remaining articles included both features 

and shorter news stories along with editorial pieces. Regular and guest columns were also considered. 

These articles reflect the market turmoil, mergers, bankruptcy, political manoeuvring for bailouts, and 

the events associated with them. The publications were chosen on the basis of influence among the 

financial, political, media and broader business communities of New York, Washington and London.  

The Wall Street Journal was chosen firstly because its name indicates an obvious connection to the 

Wall Street financial district. It caters mostly for an elite investor audience but has a mass audience of 

consumer-level investors based in New York and other American cities with financial districts. Indeed, 

the term ‘Wall Street’ is to the American financial industry what Hollywood is to America’s movie 

industry – an expression that has outgrown the original location (Creswell & White 2008, September 28). 

The Wall Street Journal is owned by The Dow Jones Company, which is the parent company of a major 

stock market index familiar to news audiences, the Dow Jones Industrial Average. The Dow Jones 

Company is in turn owned by a huge media conglomerate, News Corporation (Arsenault & Castells 

2008; Wolff 2008). The Wall Street Journal also has an influence in the financial centres of Asia and 

Europe since it publishes editions aimed at those markets. 

The New York Times was selected because of its institutional frame as a prestigous newspaper of 

record. Its location in one of the world’s four top tier media capitals means it can set the news agendas 
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of other news outlets and therefore shape public opinion (Arsenault & Castells 2008; Curtin 2003; 

Krätke 2003; Wintonick & Achbar 1992). Its audience is comprised of both a mass readership of 

ordinary people and an elite readership of politicians, investors and media personnel. While it is a 

national newspaper, its reach is international. This broad ideological field reflects a requirement to 

respect ‘democracy’ in order to sustain the legitimacy of the investment class. This is a delicate balance 

since its real allegiance is to investment class interests. 

The Washington Post was chosen for its proximity to the Washington political elite. Its ideological field 

influences politicians, administration officials and technocrats in Washington-based institutions who 

pursue agendas that favour the ruling elite. Its reach is national and international because daily 

coverage covers the workings of Congress. Occupying a chair of its board of directors at the time of the 

financial crisis was Warren Buffett, a multi-billionaire oligarch who performs a symbolic ideological role 

in American cultural life as a folksy affable guy (Thornton, Walters & Rouse 2006). 

The Financial Times was selected for its specialized role as a financial/business publication. Its London 

edition has a strategic influence over its audience of elite investors in the City and the political players of 

Westminster. The newspaper’s four international editions means that it reaches elite audiences in the 

financial centres of the US, Europe, Asia and the Middle East. Its online users extend this ideological 

field even further. The Financial Times’ pro-market discourse could be expected to buttress the financial 

elites of ‘the City’ – London’s financial district. 

The Times ideological field is mostly aimed at influencing the conscious thoughts of Middle Britain, 

especially in London. It appeals to the Middle Britain prejudice, cultivated by the Anglo-American elite, 

that their governments and politicians are the primary instigators of economic management. Such 

ideological distortions help to obscure patterns of oligarchic collusion. It could therefore be expected to 

be more subtle in its marginalization of the public than the avowedly pro-market financial publications 

such as the Financial Times. The Times is also owned by News Corporation. 

The Guardian Weekly was selected for its centre-left institutional frame and its track record of being 

quite critical of big government and corporate agendas. Its ownership structure is more independent of 

large corporations, and associated think-tanks. With minimal advertising, The Guardian Weekly thus 

serves as a counterpoint to the other publications. However, it is still constrained by the elite milieu 

within which it circulates. 

Time magazine was chosen because it has a large mass readership across the United States and 

internationally. Its strategic ideological purpose is to influence a working and middle class American 

audience. It is owned by The Time Warner Company, which is a major media conglomerate. An 

important part of Time’s institutional framing is its annual “Time Person of the Year” cover issue that 
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features an influential individual, the selection usually becomes an international story in itself (Arsenault 

& Castells 2008). 

Fortune magazine was picked because its ideological field incorporates propaganda targeted at an elite 

audience of investors who believe the claims promoted under the rubric of ‘free-markets.’ Fortune 

magazine is designed to influence an American investment class readership who lack the sophistication 

of the upper echelon, while sharing their values. These values, however, are not completely understood, 

because the actual goals of the top-tier of the global investment class is to sustain control over 

societies – ‘by any means necessary.’ Therefore, Fortune sustains pro-market frames that obscure the 

discrepanies between the neoliberal ideology and elite manipulation of a boom-bust-bailout formula. 

In a similar way, BusinessWeek targets an elite audience of American investors who also believe the 

claims promoted under the rubric of ‘free-markets.’ Its market niche is likely to be less critical of the 

activities of various financial and regulatory institutions than Fortune. This criticism, predictably, does 

not threaten the core ideological ‘assumption’ of capitalism; that it is a commercial system rather than a 

political-economic arrangement favouring the super-rich. In other words, BusinessWeek is not going to 

be read by market insiders situated in the upper echelon of global banking and finance in order to find 

out what is happening in financial markets. It is, rather, a coffee table business magazine designed to 

lure its readers into believing in the global secular religion: financial capitalism. 

The Economist’s ideological field is mostly an elite one, which encompasses the financial and political 

centres of Britain, Europe and North America. Because The Economist’s owner, The Economist Group, 

is half-owned by the Schroder, Rothschild and the Cadbury oligarchic families, it has insider networks 

within London and representation at the meetings of global policy-shaping groups (Brook 2008, 

February 25; Ketupa.net: FT & Economist: Overview n.d.). The news magazine’s role is to influence 

elite discourse throughout the world (Estulin 2009: xi, 89, 92). Since it is one of the few major media 

outlets to have access to off-the-record discussions, it is looked to by elites, and other news outlets, for 

the ways in which pro-market orthodoxy is being refined. Because it also has a mass audience, it is 

necessary for The Economist to construct highly sophisticated news frames that work on two levels 

without exposing its ideological function.  

My reason for choosing this thesis topic can be explained as follows. I could see that the news media 

were failing to examine why exactly governments were expected to bailout banks and other financial 

institutions. Of course, the answer to that question is multi-layered. Typically, however, the news media 

barely scratched the surface of the question.  

The modis operandi I had for this thesis was to test for collusion and conspiracy. If an investigation 

turned up evidence of collusion and/or conspiracy, I would examine the extent to which such evidence 

was obfuscated by news media coverage. I figured that analysis of how the financial crisis was reported 
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in an Anglo-American context by British and American news outlets would elicit discrepancies between 

the official narrative and what was being obscured. That the news media was failing to investigate why 

the world’s wealthiest people were insisting on tax-funded ‘rescues’ as governments refused to tell them 

to use their own money, emerged as an important theme in my research. 

This thesis essentially contests the claimed legitimacy of ruling elites to rule. I am also contesting 

notions of privilege, status and private consensus-shaping among oligarchs and elites regarding 

decisions of public import. As such, I am also making a political statement by de-capitalizing 

occupational and honorary titles such as president, prime minister, chancellor, governor, sir and lord. In 

this context, inverted commas are used for certain words, terms and phrases in order to either: contest 

their common meanings (such as ‘free markets,’ ‘the market,’ and ‘rescue’); to indicate the rhetorical 

manipulation that characterized the financial crisis (such as ‘financial Apocalypse,’ and ‘better than the 

alternative’); or useages that were representative of news media practices in general, or to indicate a 

term, such as ‘atmosphere of catastrophe’ which captures such practices succinctly. 
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Chapter 2: Financialized Capitalism and Financial Oligarchy 

Financial collapse: the search for causes 

Mainstream media reports of the 2007-2009 financial crisis period ubiquitously suggested that the 

financial crisis had two primary causes: greed and a lack of financial regulation (Ferguson 2011; Prins 

2009; Schechter 2009). This had created an environment for “unfettered risk-taking incentives,” where 

bonuses were linked to practices that sought to maximize short-term profit over more secure longer-

term investment choices (Acharya, Philippon, Richardson & Roubini 2009: 24). A more sophisticated 

view expressed in academic writings is that from about 1970, capitalism became increasingly 

financialized and therefore ‘parasitic’ or ‘predatory’ on the so-called ‘real economy’ (Blackburn 2008; 

Foster 2007; 2010; Foster & Magdoff 2009; Lapavitsas 2009; 2010; Niloufer 2009; Magdoff & Sweezy 

1985; Ramirez 2009). Financialization is commonly described in terms of a pattern of wealth 

accumulation derived from bets on paper assets by financial elites and their institutions, rather than by 

profits extracted off production activities and trade in physical goods or the ‘real economy’ (Arrighi 1994; 

Epstein 2002; Foster 2010; Krippner 2005; Palley 2007).  

As is common in times of crisis, some observers looked for historical parallels and patterns. Laevan and 

Valencia surveyed recent financial crises and found that there were 395 banking, currency and 

sovereign debt crises between 1970 and 2007 (2008: 7).5 Others explored financial crises in relation to 

different time frames (Bichler & Nitzan 2010; Glick & Hutchinson 1999; Klein 2007), national-regional 

developments (Diaz-Alejandro 1985; Wade & Veneroso 1998), or the logic of speculative attacks 

(Corsetti, Pesenti & Roubini 1998; Klein 2007; Miller 1999). Some researchers employed a critical 

political economy perspective, which addressed the unequal distributions of wealth and the political 

power which vast fortunes seem to command (Bonner & Wiggin 2006; Johnson & Kwak 2010; Prins 

2009; Wilmarth 2009; Pérez Caldentey & Vernengo 2010). Common to all financial crises since the 

1970s was the prior lifting of legal restrictions on financial activity (Donmez 2010; Klein 2007; O’Hara 

2009). Critiques from Bill Bonner and Addison Wiggin (2006), F. William Engdahl (2009), Michael 

Hudson (2010) and Nomi Prins (2009) explain the workings of financial capitalism in terms of a self-

perpetuating financial oligarchy. The oligarchy thesis is argued more explicitly in Simon Johnson and 

James Kwak’s book 13 Bankers (2010).  

Oligarchy theory entails the study of small wealthy and privileged groups who use their highly 

concentrated material wealth to shape the political trajectory of society in defence of their fortunes 

(Winters 2011; Winters & Page 2009). Power is derived from the resource base that the actors possess 

and control. The skillful deployment of this resource base translates into certain effective strategies 

(Pettigrew 1972: 189). Significantly, Prins (2009) and Johnson and Kwak (2010) contend that 
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government support for the financial oligarchy has merely parlayed the current crisis for a bigger one 

because the ‘bailouts’ are, of themselves, another bubble, which will eventually create ‘a day of 

reckoning.’ 

Dominant capitalists: a financial oligarchy 

Oligarchy theory can be used to explain the persistence of dominant capitalist groups and their entwined 

relations with big governments (Bichler & Nitzan 2004; Winters 2011a). This theory explores the idea 

that what matters to any minority ruling group is self-interest and suggests that their interests are 

determined by the logic of power. In order to rule, a ruling class or coalition of dominant groups must 

share a mindset or worldview that has a singular logic.6 Power requires submission to its organizing 

system, and those with power act most obediently to the logic (Nitzan & Bichler 2009). The power of 

ruling groups is based primarily on the maintenance of the organizing system’s legitimacy (Phillipson 

2007: 382). In turn, legitimacy is sustained via communication technologies, including media institutions 

themselves (Achbar, Abbott & Bakan 2005; Achbar 1994; Palan 1998; Sovacool 2010). Communication 

technologies and media institutions disseminate symbolic power that ruling groups depend on in order 

to create and reproduce beliefs about their status as worthy rulers (Nitzan & Bichler 2010).7  

The common understanding is that oligarchies and democracy are mutually exclusive, with the 

presumption that oligarchies only exist in countries ruled by dictatorships; as in Suharto’s Indonesia, or 

in post-communist regimes such as Russia (Gelpern 2009; Johnson & Kwak 2010; Winters 2011a,b). 

However, representative democracy, or limited democracy, based on the Westminster parliamentary 

system was spread around the world as a strategy to protect the extremely wealthy from the riskiness of 

“pure” or participatory democracy (Achbar 1994; Winters & Page 2009: 3). Typically, an “oligarchic-

mass settlement” was ‘necessary’ to form a democracy, the purpose of which is to manage issues that 

are of little importance to the oligarchs. Broadly, the condition for allowing representative or limited 

democracy is that the democratic society does not bother the oligarchy.8 In civil oligarchies, where the 

state apparatus defends the wealth of an oligarchy by upholding property rights as a trade-off for 

disarming and abiding by its laws, it is not necessary for democratic processes to work (Winters 2011a: 

208-210).9 

In his book Oligarchy, Jeffrey Winters (2011a) argues that oligarchs are distinguishable from dominant 

capitalist groups because the Marxist theory of capitalism models for economic motives, whereas 

oligarchy theory is a framework for studying a political motive in the deployment of material resources. 

However, Jonathan Nitzan and Shimson Bichler argue a ‘capital as power’ theory, and contend that 

‘capital’ is a “symbolic representation of power” (2009: 7). Nitzan and Bichler explore the proposition that 

capitalism is primarily a power system, wherein dominant capitalist groups use their vast financial claims 

to wealth to maximize their ‘accumulation of power.’ Those capitalists with the largest holdings of capital 
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gravitate together to form the dominant groups at the centres of power – located in the largest global 

cities, some of which are capital cities (Cassis 2006; Marazzi 2008). From the perspective of the super-

rich, the public and private sectors are viewed as two divisons of capitalism, and democracy as its 

administrative system (Nitzan & Bichler 2009). Together, oligarchs steer the trajectories of whole 

societies. In this dissertation, I merge capital as power theory with oligarchy theory. 

Oligarchs focus their efforts on “wealth defense” which are measures designed to maintain the 

conditions of “extreme material inequalities” (Winters & Page 2009: 2; Winters 2011a). Such wealth 

defence measures fall into two broad categories: “property defense,” which is about protecting property 

from confiscation; and “income defense,” which focuses on ensuring private property is not legally 

redistributed. Since the state protects oligarchs’ property rights in civil oligarchies, the super-rich focus 

on income defence, such as limiting taxation (Winters 2011a: 6-7, 20-26, 208). Oligarchs need not 

expend extensive personal time or effort to influence political systems because their wealth buys them 

an army of skilled professional actors who “blend smoothly” into pluralistic politics (Winters & Page 2009: 

2; Winters 2011a). Such actors within the oligarchy’s orbit inhabit the government policy-shaping think-

tanks and foundations, and may do stints in ‘prestigious’ lobbying, consultancy and law firms or as 

officials and politicians funded by the oligarchs (Nitzan & Bichler 2009; Winters & Page 2009). In other 

words, a ‘wealth defense industry’ shapes policy agendas in private before the final phase when the 

media prepares the public for new plans (Dye 1978: 329; Winters 2012). 

The key problem in determining the degree of political influence that financial oligarchs might have is the 

secrecy pertaining to their wealth and income (Winters & Page 2009).10 Jeffrey Winters argues that the 

cusp of a wealthy individual becoming an oligarch is reached with an annual income of $4 million 

(Winters 2011a: 214-216; 2012). However, it is during crises that big players become most visible; 

during the financial collapse some firms were deemed ‘too-big-to-fail’ and received preferential 

assistance while others were left to fail (Ferguson & Johnson 2009a,b; Smith, Wagner and Yandle 

2010). During a crisis, there will be at least one oligarch who is betrayed, because a scapegoat fills an 

historical role that has proved indispensable to oligarchs in their acts of mass public deception (Winters 

& Page 2009). The scapegoat is stigmatized, while the dominant “in-group” that society identifies with is 

framed as noble and guiltless. Betrayal is vital to heighten a crisis and provide necessary cover for the 

true workings of oligarchs. It is around the locus of betrayal, that the oligarchy is most illuminated (Smith 

et al. 2010).  

Importantly, oligarchs impoverish societies by accumulating the ‘lion’s share’ of wealth claims, while 

restricting the majority from an equitable income portion. This limits the capacity of populations to live 

within (and outside) the strictures of capitalism. For example, in 2007, the world wealthiest citizens or 

high net worth individuals (HNWIs) whom numbered 10.1 million, had a combined financial wealth 

totalled $40.7 trillion (Capgemini & Merrill Lynch Wealth Management 2011: 4). High net worth 
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individuals are defined as people with “investable assets of US$1 million or more” (p.4-5).11 As Frances 

Hutchinson (1998) argues in, What Everyone Wants to Know About Money, capitalism controls people 

by limiting their access to land. In The Grip of Death: A Study in Modern Money, Debt Slavery and 

Destructive Economics, Michael Rowbotham (1998) argues that this political control is primarily 

achieved through a deliberate scarcity of cash and an abundance of credit/debt.  

During the 2007-2008 period of the financial crisis the news media did not explore the power relations 

that underpinned the American financial system. Contrary to the common belief that the United States’ 

central bank is government owned, it is actually a cartel of privately-owned companies (Griffin 2008: 440; 

Wessell 2009: 155). The Federal Reserve Systems’ member banks are its joint-stockholders – every 

one of which receives a six per cent annual dividend (Board of Governors of the Federal Reserve 

System 2008: 374; Brown 2008; Deloitte & Touche 2009: 4; Griffin 2008; Rothbard 2002; Still 2009). 

The Federal Reserve System has 12 regional banks, each being a corporation, and their member banks 

include all national banks and any state-chartered banks that are awarded membership status (Board of 

Governors of the Federal Reserve System 2008: 374; Deloitte & Touche 2009: 4).12 Through this cartel 

system, the American financial oligarchy can influence strategies, monitor rivals and enforce tacit 

agreements that would not be legally enforceable via courts or legislation (Ayres 1987; Rothbard 2008).  

Winters’ oligarchic theory posits that oligarchs need not conspire or cut “backroom deals.” He argues 

that a “very well-paid mercenary army” comprises a Wealth Defense Industry, which follows the 

oligarchs’ directives as orders (Winters 2011: 18-19, 214, 217-218; 2012).13 However, powerful 

economic interests have the capacity to collude or conspire, especially when the corporations they 

control dominate markets, as cartel theory and anti-trust law predicts. A common definition of conspiracy 

is “a combination of two or more persons by some concerted action to accomplish a criminal or unlawful 

purpose” (Ward 1969: 631). Conspiracy law developed out of the recognition that groups of people can 

inflict more harm upon society when they act collectively, as opposed to a person acting alone (Katyal 

2002: 1314-1316; Marcus 1977: 932-933). Oligarchs can use their wealth resources to gain favourable 

legislation and judicial decisions. Yet, what is permissible in law may harm society (Achbar, Abbott & 

Bakan 2005; Ferguson 2011; Johnson & Kwak 2010; Katyal 2002: 1314-1315, 1338; Schechter 2009). 

Thus, a conspiracy is a secret agreement to augment political power by harming society. 

Standard definitions of collusion refer to secret agreements that are illegal. Such unlawful agreements 

seek to gain further economic advantage by undermining existing competitors and limiting new entrants, 

such as by price-setting, quality chiselling and product standardization (Ayres 1987; Marks 1986). In 

other words, collusion involves agreements for economic gain where the intent that underpins them 

remains hidden. Collusion may be either explicit or tacit. Since it is rare to gain evidence of secret deals, 

circumstantial evidence that shows a “meeting of the minds” or “conscious parallel business behaviour” 

can be used to support other evidence (Ayres 1987: 297; Marks 1986: 387, 395-396). However, since 
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oligarchic theory predicts that the wealthy can collude or conspire to make legal what was previously 

illegal, or prevent laws being passed to limit the opportunity for collusion and conspiracy, I take a 

broader view to encompass wrong-doing in oligarchic-elite networks. 

The issues of collusion and conspiracy are important for this study of news coverage of the current 

economic crisis and the events that led to it. After all, investigations into wrongdoing perform a 

journalistic task that cannot or will not be undertaken by law enforcement authorities (Randall 2000: 99-

101). By examining the actions of financial oligarchs, we can determine the discrepancies between their 

stated intentions, their rationalizing justifications and their actual purpose. As such, this chapter will 

attempt to explain the deeper reasons as to why Wall Street and the City (London) were ‘rescued,’ while 

workforces, taxpayers, householders were fired, billed and foreclosed (Ferguson 2011; Johnson & Kwak 

2010; Prins 2009). 

The rise of the Anglo-American financial oligarchy 

In her book The Shock Doctrine: The Rise of Disaster Capitalism, Naomi Klein traces the history of the 

neoliberal movement by focussing on one of its leading proponents – a Chicago-based ‘free market’ 

economics professor, Milton Friedman. At the University of Chicago’s Department of Economics, 

Friedman trained elite Chilean students, called the ‘Chicago Boys,’ for the task of transforming their 

society to benefit large and mostly American-based corporations (Klein 2007; von Werlhof 2010). 

Friedman emphasized to his students that “speed, suddenness and scope” were key to ‘free market’ 

policy deployment (Klein 2007: 7). Central to the ‘free market’ system is “shock treatment,” which means 

rapid far-reaching changes to the political economies of countries through the sudden implementation of 

neoliberal policy shocks (Klein 2007: 71). Indeed, policy shocks often occurred when governments and 

their central banks had been confronted with a wide range of crises, usually in the form of a currency, 

banking or sovereign debt crisis (Glick & Hutchison 1999; Miller 1999; Klein 2007; Laevan & Valencia 

2008).  

In the Chilean case, however, the mass populace was subjected to ‘shock treatments’ following a CIA-

backed coup on September 11 1973 (Klein 2007: 60, 128). General Augusto Pinochet’s coup was 

assisted by destabilizaton efforts directed by US National Security advisor Henry Kissinger, who viewed 

president Salvador Allende’s socialist government as a “contagious example”, as though nationalizing 

key infrastructure and resources, owned by American and Chilean corporations, was a virus that 

needed to be exterminated (Chomsky 2006: 111; Klein 2007: 63-70).14 The “Chicago Project”, which 

had been funded by the Ford Foundation and the US State Department, made use of the same modus 

operandi that propelled general Suharto to power in Indonesia in 1965 (Klein 2007: 60-62, 67-70; Pilger 

2002; Pilger & Lowry 2001).15 To ensure the success of Suharto’s coup, the CIA provided “shooting 

lists” of up to five thousand of president Sukarno’s left wing supporters. Suharto duly ordered the 
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Indonesian military to kill them. With extra weaponry and field radios provided by the Pentagon, Suharto 

had up to a million Indonesians murdered in 1965 and 1966. These ‘shock treatments’ of terror literally 

cleared the opposition for the ‘Berkeley Mafia,’ who were Indonesian economists trained at the 

University of California, in Berkeley City, to implement the requisite ‘economic shock treatments’ (Klein 

2007: 60-62, 67-70; Pilger 2002; Pilger & Lowry 2001). Like the ‘Chicago Boys,’ the ‘Berkeley Mafia’ 

were funded by the Ford Foundation. After they had metted out ‘shock treatements’ in Chile, many of 

the Chicago Boys went globe-trotting to deploy neoliberalism (Klein 2007: 60, 128). 

However, there is a gap in The Shock Doctrine relating to the power relations behind the planning and 

deployment of ‘free-market’ policies. In their seminal book, Imperial Brain Trust (2004 [1977]) Laurence 

Shoup and William Minter trace the history of the New York-based global policy-shaping think-tank, the 

Council on Foreign Relations (CFR). Between 1971 and 1973 a special CFR Study Group met to 

discuss what they called the “1980’s Project;” the goal of which was to reconfigure control of the planet 

(Estulin 2009: 183-184; Shoup & Minter 1977: 254-284).16 Central to this project was the deployment of 

neoliberal ideology under the rubric of ‘free market reforms’ that promised economic prosperity for all 

(Pappas 2004; Shoup & Minter 1977).17 In fact, the intention was to reduce the material wealth of mass 

populaces so that they would be less able to assert their political independence and, therefore be 

hindered in their efforts to build autonomous, resilient communities.  

To this end, in April 1972, the chairman of the Council on Foreign Relations, David Rockefeller,  

presented his idea of a new alliance between the wealthy and politically connected of America, Europe 

and Japan to a secretive global policy-shaping group called the Bilderberg Foundation, which convened 

in Knokke, Belgium. In July 1972, Rockefeller, who was also chairman of the Chase Manhattan Bank, 

hosted 250 oligarchs and elites at his country estate in Pocantico Hills, Hudson Valley, New York, where 

they formed a new global-policy shaping think tank called the Trilateral Commission (Engdahl 2009: 

273-275; Estulin 2009: vi, 137, 142, 145-146; Klein 2007: 54-55; Shoup & Minter 1977: 254-281). This 

new global-policy shaping group was designed to formulate policies, strategies and tactics to further 

what The Economist later called a “counterrevolution” (Klein 2007: 78). This counter-revolution, amply 

detailed in The Shock Doctrine, sought to undermine those opposed to the dominant capitalist coalitions 

of America and Europe. By joining forces with oligarchs from Japan, the Trilateral Commission’s task 

was to assist in the roll-out of the “1980’s Project”, which included globalizing neoliberal ideology, so 

that risky military coups could be avoided in developed civil oligarchies (Engdahl 2009: 273-378; Estulin 

2009: 137-147; Perloff 2008: 154-166; Shoup & Minter 1977: 254-281).  

Meanwhile, Richard Nixon committed two sets of political heresies. In 1971, he applied price controls on 

housing rents and oil (Klein 2007: 81).18 The same year, he became the first American president to 

declare a ‘war on drugs’ (Coleman 2006a: 148, 196-205; Estulin 2009: 55-60; Scott 2007: 47). Nixon 

was removed by a conspiracy known as the ‘Watergate scandal’ involving key plotters such as Henry 
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Kissinger, fellow CFR member general Alexander Haig, and ex-CIA and FBI officer, James W. 

McCord.19 In Nixon’s successor, Gerald Ford, the American oligarchy had the right president, 

particularly as the Ford Foundation had co-funded the training of the ‘Berkeley Mafia’ and the ‘Chicago 

Boys.’ The new president also made both Kissinger and Haig part of his cabinet (Klein 2007: 60-62, 67-

68, 70; Estulin 2009).20 The neoliberal counter-revolution had not only an American president, but in 

Ford’s appointment of Nelson Rockefeller as vice president, those American oligarchs and elites that 

were in the Rockefeller’s orbit signalled to key insiders that they meant business. Nelson’s brother, John 

D. III, published a book in 1973 called The Second American Revolution, that argued for a radical 

transference to private interests of state “functions and responsibilities” (Rockefeller 1973 as cited in 

Engdahl 2009: 275).21 In other words, the American oligarchy planned to use neoliberal ideology as the 

intellectual framework from which propaganda could be constructed to obscure the real reasons for ‘free 

market shock treatments.’ 

Core to these collusive and conspiratorial arrangements was the liberalization of financial systems, 

which involved the easing or removing of regulatory restrictions over financial flows and financial claims 

within and between countries. Capital controls were lifted ‘haphazardly,’ and when combined with new 

computing power that took the velocity of money to light speed, national currencies became vulnerable 

to attack by speculators (Bryan & Rafferty 2006: 118-119; Miller 1999; Strange 2001). The Anglo-

American elites’ strategy was to construct the conditions amenable to financial volatility and use the 

ensuing financial crises as a mechanism to gain more control over the world’s governments and their 

respective citizenries (Coresetti, Pesenti & Roubini 1998; de Angelis 2001; Engdahl 2009; Klein 2007).22  

At the same time, governments and private corporations alike were compelled to protect themselves by 

exploiting a developing financial technology known as derivatives. Derivatives allow market actors to 

trade financial claims to an underlying asset or debt without having to own the commodity itself 

(Johnson & Kwak 2010: 79).23 Holders of derivatives can exploit fluctuations in the prices of particular 

assets, exchange indexes, rates or events according to their specific in-built risks (Bryan & Rafferty 

2007; Wilmarth 2009). Since their risks are constantly recalculated, financial institutions and industrial 

firms could pursue better than average returns by moving capital to take advantage of increased 

volatility in currencies, lending rates and asset values (Bryan & Rafferty 2007; Nitzan & Bichler 2009).  

In order to universalize derivatives, state-based currencies needed to be liberalized, since all derivative 

contracts were denominated by a country’s unit of account (the state currency). Without easy 

convertibility of one derivative contract for another across trade exchanges anywhere in the world, the 

full potential of derivatives would be inhibited. Since derivatives were theorized as a way to price the risk 

for anything into a single metric, the Anglo-American oligarchy saw derivatives as an innovative 

mechanism for high capital mobility across the globe (Bryan et al 2009: 466; McNally 2009).  
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The resultant physical expansion of financial portfolios was, in effect, a long-run game theory strategy 

based on the logic of creating higher capital mobility for an investment class over ‘ordinary’ people, who 

remained relatively fixed, susceptible to debt entanglement and oblivious to the new orbit in which high-

speed monies travelled (de Angelis 2001; Nitzan & Bichler 2009).24 Economic game theorists have 

modelled conditions under which firms will collude, and, conversely, what may trigger them to breach 

collusive agreements or to punish rivals caught cheating (through such activities as price or quality 

‘chiselling’) (Ayres 1987; Domowitz, Hubbard & Peterson 1987).25 Crucially, derivatives allowed 

coalitions of financial oligarchs and their elite professionals to make complex bets to destabilize target 

firms, industries or governments (Brown 2010: 368-369; Chossudovsky 2010a: 12; Ferguson 2011).26 

A 2008 International Monetary Fund (IMF) survey spanning from 1970 to 2007 shows that banking, 

currency and sovereign debt crises occurred in 143 of the 161 countries in the dataset.27 Excessive 

inflows of foreign capital fed a growing bubble made with loans and investments on an expectation that 

governments would be forced to bailout the biggest of the private interests (Chossudovsky 2010a; 

Corsetti, Pesenti & Roubini 1998; Klein 2007; Nitzan & Bichler 2010). Loans made to ‘developing 

countries’ in the 1970s from Anglo-American banking interests successfully arrested the ‘developing 

countries’ capacity to develop. This was a vital goal, since it meant that those countries were unable to 

pursue their own policies (Chossudovsky 2003; Engdahl 2004: 152; 2009: 271). 

British prime minister Margaret Thatcher and US president Ronald Reagan, who had enthusiastically 

praised Chile’s dictator, Augusto Pinochet, headed the Anglo-American led ‘free market’ revolution 

when they were elected in 1979 and 1980, respectively (Chomsky 2006: 112: Engdahl 2004: 179-183; 

2009 285-286; Gill & Law 1993; Klein 2007). The priorities of the Thatcher regime were signalled by its 

first piece of legislation, the UK Banking Act of 1979, which allowed markets to move currency 

exchange rates (Palan 1998: 633). In the United States, federal and state governments in the 1980s 

began to liberalize laws that controlled bank mergers and branch banking between states and within 

states (Wilmarth 2009). The Reagan-Republican majority in Congress passed the Garn-St. Germain 

Depository Institutions Act in 1982, which allowed for the savings and loans industry to expand their 

operations to make commercial loans and buy corporate bonds (including junk ones) (Johnson & Kwak 

2010).28 The resulting shift of global finance away from genuine productive investment and into 

speculative trading and acquisitions, took their toll around the world (Allen 1999; Fane 2000; Klein 2007). 

A decision by the Federal Reserve Board to sharply increase interest rates in 1979 triggered other 

central banks to follow suit. The increase in the cost of borrowing caused a liquidity crisis in ‘developing 

countries’ and this had a ripple effect on countries that bought their exports (Allen 1999; Engdahl 2009: 

282-288). This meant the ‘developing countries’ could not earn enough from exports to meet their loans 

and this resulted in a world debt crisis (Allen 1999; Engdahl 2009: 286-292).29 Governments of those 

countries were coerced to accept ‘free market structural adjustments’ in return for International 
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Monetary Fund (IMF) ‘emergency loans’ (Chossudovsky 2003; Engdahl 2009; Klein 2007; Peet 2003).30 

This interest rate policy shock, which copied “Thatcher’s monetary shock model,” increased the profits 

for Wall Street banks, since their monopoly trade in the suddenly lucrative US Treasury bonds and 

securities were highly sought by foreign investors (Engdahl 2009: 279, 282, 287). The high interest rates 

also furthered the plan to de-industrialize America, as the soaring cost of credit drove US-based 

manufacturers to outsource production to ‘third world’ countries (Engdahl 2009: 288-289; Klein 2007). 

The City of London launched its financial liberalization in 1986 dubbing it the ‘Big Bang,’ which saw the 

entry of American and European banks. Many of these bought up the top investment banks of Britain 

(Allen 1999: 9).31 The UK’s ‘Big Bang’ was followed by the Single European Act of 1987 that paved the 

way for the elimination of border restrictions, universal regulations, buy-up of state infrastructure and the 

integration of financial markets (Allen 1999: 61). The legislation, which created a deadline for full 

integration was dubbed ‘Europe 1992’ and triggered an investment boom. This was a precursor for the 

introduction of the Euro currency in Europe (p.52). 

In October 1987, it was the stock markets of the industrialized countries’ turn to experience a near-

instantaneous collapse of asset prices (Mishkin & White 2003 as cited in Hunter et al. 2003).32 William 

Engdahl (2009) argues in Gods of Money that a newly developed financial derivative – stock index 

futures – were all modelled with the same in-built computer-automated trigger mechanisms. The sudden 

crash happened because financial markets peaked at a point where participants realized there was not 

enough liquidity or funding to sustain bet-making, and the decline set in motion “a computer-driven 

freefall” (p.308).33 The Federal Reserve bailed out the privileged clients of Wall Street who needed 

cheap credit immediately to pay for the bets they had made (Mishkin & White 2003: 70). 

In 1988, Japan’s central bank lowered the cost of credit, which was evidently meant to encourage the 

purchase of US made goods, but instead fed an investment bubble in overpriced American real estate 

(Engdahl 2004: 226; Strange 2001). This bubble soon burst in the 1989-1990 period when Japan 

suffered a currency crisis and then a banking crisis that lasted from 1992 to 1997 (Glick & Hutchison 

1999). Wall Street investment banks, Morgan Stanley and Salomon Brothers, had shorted Nikkei index 

stocks in Tokyo through derivatives contracts. The Japanese economy was attacked partly because it 

had tabled a plan to finance a state-centred economic model for the former Soviet bloc countries. In 

addition to the fact that Japan was at the time a leading industrial and financial power and communism 

had just collapsed, the Japanese plan threatened the American financial oligarchs’ ‘free-market’ 

strategies for controlling the world (Engdahl 2004: 228). 

A world recession in 1991-92 coincided with the beginning of the Asian real estate and stocks bubble 

that was fuelled by speculative investment. When the bubble burst in 1997, it was the eighth biggest 

collapse in financial history (Kindleberger & Aliber 2005). In Europe, the investment boom that had 



26 

started in 1987 in anticipation of greater market efficiency from an integrated single ‘European 

Community’ burst when over-hyped expectations and the 1992 deadline converged. The ensuing flight 

of capital in late 1992 caused what is known as the European currency crisis. 

In January of 1992, the IMF insisted that the Russian currency, the ruble, be taken off a fixed exchange 

regime, and the Yeltsin regime helpfully complied.  The immediate consequence was that inflation for 

household goods and services rose by 9,900% and real wages dropped by 84% (Chossudovsky 2003: 

239-241; Engdahl 2004: 234). The collapse of the ruble quickly followed, along with the loss of people’s 

savings, and the size of the Russian economy was reduced by perhaps as much as 50 per cent in a 

single year (Chossudovsky 2003: 240). This episode in economic warfare was designed to undermine 

Russia’s potential to become a thriving capitalist economy and therefore a strong political power. The 

free float of the ruble was also designed to destroy the ruble economic zone in order to make other East 

European states vulnerable to financial crisis (Engdahl 2004: 235).34  

In the United States, the Interstate Banking and Branch Efficiency Act of 1994 allowed banks to have 

branches across state borders (Engdahl 2009: 313; Johnson & Kwak 2010: 84). These and other 

liberalized laws governing the banking sector, precipitated more than 5400 mergers between 1990 and 

2005. With the deals valued in excess of $5 trillion, the ten biggest banks increased their asset size 

relative to the banking market (Wilmarth 2009: 975). Throughout the 1990s, Wall Street’s financial 

institutions also exploited legal loopholes to buy securities firms, while the securities firms reacted by 

acquiring loans companies and savings institutions (p.977-978).35 Meanwhile, European Banks bought 

into American investment banks (p.977).36 Financial transactions were becoming more profitable than 

the trade in commodities and services (Ferguson 2011; Johnson & Kwak 2010: 85-86). 

By 1995, global flows of capital measured by payments through the inter-bank clearing system were 

performing 200,000 transactions per day and turning over $1.3 trillion (Strange 2001).37 In such a 

volatile financial environment, it was the Asian ‘Tiger’ economies turn to crash in 1997. Thailand was the 

first to experience capital flight, then Indonesia, Malaysia, the Philippines and finally South Korea (Glick 

& Hutchison 1999; Klein 2007). Their currency and credit crises occurred as a consequence of pressure 

from leading Western financial institutions such as the IMF and the World Trade Organization (WTO) to 

make speculative ‘investment’ and currency trading legal. What made the Asia financial crisis so 

widespread was that Asian mutual fund brokers had packaged the ‘Asia Tigers’ securities into universal 

products so that when one ‘Tiger economy’ fell, the rest were taken down too (Klein 2007: 265).38  

In effect, the attacks by the Wall St-Fed-Treasury-IMF-City Complex created an “uneven and volatile” 

transformation of capitalism (McNally 2009: 47; Robinson 2007).39 The intensified spread of a debt 

money system on a global scale was achieved through the liberalization of currency regulations and the 

widespread use of derivatives as commodity money. In effect, derivatives universalized the 
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commodification of risk (Ferguson 2011; French, Leyshon & Thrift 2009). As derivatives became more 

widely used, they also inflated commodity values (Institute for Agriculture and Trade Policy 2009; Jones 

2010; Pollin 2010; Wray 2008). From the perspective of the Anglo-American financial oligarchy, it was 

crucial that derivatives remained free of government regulation.  

Financial engineering and the spread of the debt money system 

In 1998, the heads of the US Treasury, the Securities and Exchange Commission (SEC) and the 

Federal Reserve responded tersely to a concept paper on over-the-counter derivatives from the head of 

the US Commodity Futures Trading Commission (CFTC), Brooksley Born (Ferguson & Johnson 2009: 1; 

Johnson & Kwak 2010: 7-10). Lawrence Summers, the deputy secretary of the Treasury, reportedly 

rang Born and claimed that there were thirteen bankers in his office saying that her concept paper on 

OTC derivatives would trigger “the worst financial crisis since World War II” (Ferguson 2011; Johnson & 

Kwak 2010: 9).40 She was concerned that because there was no regulatory supervision, the opportunity 

for fraud and the potential for untold risk were serious. In the decade to 1997, derivatives had grown 

2800 percent from a small figure to around $70 trillion (Clark et al. 2004: 292; Johnson & Kwak 2010: 8). 

The US Treasury secretary Robert Rubin, the Securities and Exchange Commission chairman Arthur 

Levitt and Federal Reserve chairman Alan Greenspan issued a joint statement arguing that OTC 

derivatives should not be regulated and questioned the CFTC’s jurisdiction. Born’s warnings, which 

included testifying 17 times to Congress, went unheeded. The US monetary authorities were, in 

essence, exercising wealth defence on behalf of the Anglo-American financial oligarchy, since the mass 

manufacture of private derivatives were a powerful influence upon economies and industries the world-

over.  

Born’s concept paper did not cause a market meltdown. But, the American financial oligarchs’ ‘business 

as usual’ activities caused repercussions on Wall Street, when Russia announced it was defaulting on 

its own Treasury bonds (MacKenzie 2004: 18; Thompson 2003: 35). This event triggered the near 

collapse of Long Term Capital Management (LTCM), a company registered in a Caribbean tax haven, 

the Cayman Islands. LTCM owned a hedge fund that had bought stakes in US Treasury securities from 

developed countries, selected stocks, and various financial derivatives (MacKenzie 2004: 14).41 

Although it had no direct exposure to the Russian rouble, other financial institutions that had attempted 

to copy the LTCM speculative trading model were vulnerable.42 Moreover, the volatility that ensued was 

substantially greater than LTCM’s model and stress-testing measures had anticipated. LTCM had debts 

totaling $130 billion and outstanding derivatives deals with a nominal value of between $1.2 and $1.4 

trillion. This would have exposed other major banks to heavy losses in the event of failure (Johnson & 

Kwak 2010: 53, 148).43 To avoid collapse, the Federal Reserve Bank of New York organized a group of 
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thirteen New York banks to ‘bailout’ Long Term Capital Management (Johnson & Kwak 2010: 148; 

MacKenzie 2004; Moore 2008; Thompson 2003).44  

Despite these volatile financial events, the federal government was coerced to change legislation that 

had been written in response to the reckless speculation, loose lending and market dominance by big 

financial institutions that had preceded the Great Depression. In 1998, Citicorp’s merger with Travellers 

(an insurance and financial services group that also owned a prestigious investment brokerage, 

Salomon Smith Barney) produced Citigroup, the first global bank to emerge since the passing of the 

Banking Act of 1933 (Chossudovsky 2010a: 38-39; Johnson & Kwak 2010: 85). The purpose of this 

legislation, more commonly known as the Glass-Steagall Act, was to make banking and finance less 

risky by introducing regulatory controls that would guarantee savers’ deposits. Its main feature was the 

separation of commercial banking from investment banking. Commercial banking functions include 

deposit-taking from both citizens and businesses, while investment banking directs capital to firms while 

also providing brokerage services for the trading of corporate and government securities (Johnson & 

Kwak 2010: 34).  

Establishment of global banks was green-lighted by Congress with the passing of the Financial Services 

Modernization Act in November 1999, which repealed the Banking Act of 1933.45 Better known as the 

Gramm-Leach-Bliley Act, the Financial Services Modernization Act was drafted by Timothy Geithner, a 

protégé of former US secretary of state and national security advisor Henry Kissinger; himself a 

compliant elite in the orbit of David Rockefeller (the American oligarch who chaired the Council on 

Foreign Relations at the time the think-tank developed the “1980s Project”) (Engdahl 2009: 263-278, 

368; Sorkin 2009: 63-64). In effect, Congress’ abdication of regulatory responsibility fortified the financial 

oligarchs’ power to augment ‘too big to fail’ institutions (Johnson & Kwak 2010; Prins 2009; Wilmarth 

2009).46 However, the capacity to create giant global financial entities would be of little use to the 

financial oligarchs if they could not use them to foment the conditions for market volatility and crisis on a 

global scale (Chossudovsky 2010a).47 Towards the end of the Clinton regime, the Commodity Futures 

Modernization Act of 2000 was passed. This act, also drafted by Geithner, ruled that derivatives were 

not a gaming activity and that credit derivatives were not a security (Brady & O’Harrow 2008; Engdahl 

2009: 368). 

Since OTC derivatives are not usually traded on exchanges, there is no market price as such, which 

means the dealers – the large security firms and major banks – were in a powerful position to 

commodify risk to their advantage (Johnson & Kwak 2010; Prins 2009; Wilmarth 2009). Derivatives 

provided a very effective means to create highly leveraged informational asymmetries, since the details 

of positions that the market’s key players were taking were only known to large complex financial 

institutions. This is because each of the global banks were leading originators of OTC derivatives, so it 

was impossible for the rest of the market to know what strategies the financial oligarchs were shaping.  
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To support the inflation of numerous asset bubbles, the financial oligarchs pursued a strategy known as 

securitization, whereby the rights to income streams of assets such as mortgages are bought off the 

lenders, and packaged into ‘pools’ that may contain other kinds of assets. Those are then sold on to 

investors as mortgage-backed securities (Bryan et al. 2009; Johnson & Kwak 2010). A mortgage-

backed security makes a surplus for the purchaser based on the performance of the income stream 

extracted from the mortgage package.48 Securitization thus represented a syndicalization of debt 

(French, Leyshon & Thrift 2009: 297). 

Securitization was marketed as a way to disperse risk away from the banking sector and financial 

system to the non-financial sector, including households. Securitization however, is not merely about the 

transference of risk. By packaging the risk associated with various kinds of underlying assets into 

securities, different forms of capital such as interest, rents and fees merge into single securities that 

enhance “access to the flow of surplus” (Bryan et al. 2009: 466). In this way, securitization did for the 

financialization of ‘free market’ economies what the stock market did for Industrial Capitalism – it 

increased the fluidity of capital.  

To ensure that the ‘financial-innovation spiral’ would spread outward, US banking and finance houses 

globalized securitization by selling their financial products to their European counterparts (Johnson & 

Kwak 2010; Prins 2009; Wilmarth 2009; Wray 2009). Securitization was crucial for the globalization of 

financial systems since it meant claims to the ownership of assets could transcend nation state 

boundaries (Wray 2009). In turn, the globalization of financial capital was an integral facet of the 

transnational project to reconfigure capitalism, which sought to uproot production and disperse it 

throughout the globe (de Angelis 2001; Robinson 2007b). The intention was to make workers into a 

more financially constrained global labour-force.49 As such, workers became more reliant on debt-

financed consumption, and middle class people particularly, funded their forays into investments either 

with savings or cheap credit (Robinson 2007b; Pérez Caldentey & Vernengio 2010: 79; Hope 2010; 

Johnson & Kwak 2010). Systemwide securitization created ‘perverse incentives’ in which all parties 

embarked upon competitive strategies that would maximize gains on every trade and constantly grow 

returns for every financial quarter (Khawaja 2009; Mizen 2008).50 

2000-2007: Financial globalization and the growth of systemic risk 

The twenty-year ‘global merger wave’ crashed in 2000 with the bursting of the dotcom-telecom stock 

bubble, and corporate earnings both globally and in the US dropped dramatically (Bichler & Nitzan 2004; 

Johnson & Kwak 2010: 149; Wilmarth 2009).51 The collapses of US-based transnational corporations 

such as Enron and WorldCom showed that numerous global banks, acting as syndicates, had 

underwritten the failed firms’ debt-based expansions.52 Yet, the opportunity to dispense with the ‘free 

market’ system in favour of a more stringently regulated capitalism was forgone. Instead, the 
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governments and monetary authorities of the United States and the United Kingdom continued in their 

efforts to create a regulatory environment favourable to oligarchic interests. This intensified the 

financialization of capital and made its flows more volatile (Augar 2005; Ferguson 2011; Johnson & 

Kwak 2010; Tett 2010).  

The growth of digital money, together with the ‘financial innovations’ that changed how financial and 

regulatory institutions operated, gave capital the capacity to exploit the ‘offshore world’ of tax havens 

(Palan et al. 2010; Shaxson 2011). As the name implies, a tax haven facilitates tax evasion because 

money is reprocessed through offshore financial centre communities via private banks protected by 

secrecy laws (Kudrle & Eden 2003).53 Offshore financial centres (OFC) are comprised of commercial 

interests, who exploit the legislative framework created by the host-community - the tax haven - for 

beneficiaries domiciled elsewhere and sometimes even nowhere.54 Tax havens are private banking 

havens which, in a world of electronic money, operate as secret bases from which to send, retrieve and 

hide digitized claims to funds (Palan 1998; Palan et al. 2010; Murphy 2008; Shaxson 2011). Crucially, 

tax havens as ‘ring-fenced’ regimes are regulatory extensions of the world’s state system (Palan 1998: 

634). The two leading tax haven networks of the world are integral to the British and American empires 

(Palan et al. 2010; Shaxson 2011). Since both Her Majesty’s Government and the US Government 

explicitly sustain the tax shelter status of their respective monetary authorities, dependencies, colonies 

and states, the United Kingdom and the United States are themselves tax havens. Indeed, the 

jurisdictions of the Federal Reserve Bank of New York and the Federal Reserve System are tax havens 

themselves (Board of Governors of the Federal Reserve System n.d.). As such, the OFC-Tax Havens 

Complex is central to the world financial system and the creation of financial bubbles (Murphy 2008: 

115-116; Palan et al. 2010).55 

From 2001 to 2007, the big banks’ shadow-banking system, comprising hedge funds, equity funds, 

conduits, structured investment vehicles (SIVs), and private banking havens ratcheted up the global 

credit boom that began in 1991 (Chossudovsky 2010a; Ferguson 2011; Johnson & Kwak 2010; Preston 

2009). This global credit boom was engineered by a global banking cartel, comprised of the world’s 

major central banks, treasuries and private banks (Engdahl 2009; Ferguson 2011).56 The shadow 

banking system relied on short-term funding from credit/debt markets, which meant they had to 

constantly roll-over their securities and bonds. As Acharya et al succinctly put it, they were “financial 

institutions that mostly looked like banks” (2009: 7). Structured investment vehicles, within the shadow 

banking system, were a kind of shell-company that created a way for banks to invest in complex 

financial products, such as commercial paper, without affecting the parent bank’s capital reserves 

requirements.57 By having the SIVs create and hold the assets, these shell-like companies could raise 

money for the parent banks, but keep the assets off the holding company’s balance sheets (Murphy 

2008; Tett 2010). This innovation meant that banks could evade taxes and leverage their positions 



31 

further. Consequently, they could circumvent international banking rules that capped asset levels 

(Johnson & Kwak 2010; Murphy 2008).  

An unwitting public did not know that the global banks had, in effect, cast them as “shock absorber of 

last resort” or the ultimate backers of a financial regime branded the ‘New Financial Architecture’ 

(International Monetary Fund [IMF], 2005: 5, 89; Khawaja 2009; Pérez Caldenty & Vernengo 2010: 

79).58 The universal banks’ created a vast array of corporate securities and their related derivatives 

products through the formation of syndicates (Wilmarth 2002; 2009). Under this new financial regime, 

regulation itself had become a ‘free market’ activity, in which financial elites could go ‘regulatory 

shopping,’ and bargain, threaten and choose the most favourable regulator and jurisdiction within and 

beyond the Anglo-American Tax-Havens Complex (Johnson & Kwak 2010; Palan et al. 2010; Shaxson 

2011). In such an environment, the global banks were able to exploit their power as underwriting 

syndicates to inflate stock prices, commodity values and globalize a precarious derivatives bubble.  

For their part, the US-based financial oligarchs pursued a strategy to inflate the housing real estate 

boom on a global scale (Bonner & Wiggin 2006; Gowan 2009).59 The Federal Reserve began reducing 

its federal funds rate from its level of 6.5 per cent prior to the recession, and the terrorism of September 

11, 2001 to a low of one per cent in June 2003, where it stayed for a year, before it began a slow rise 

(Engdahl 2009: 324; Ferguson & Johnson 2009: 12; Johnson & Kwak 2010: 146). This rate influences 

the interest that banks charge one another to borrow. This reduction in the price paid for credit that 

occurred in 2001, in turn created a disincentive to save and worked as a powerful magnifier for the 

credit boom, as people became housing speculators (Bonner & Wiggin 2006; Ferguson 2011; Langley 

2006: 291). As a result, the volume of mortgage-backed securities grew from $275 billion in 2000 to 

more than $2 trillion in 2006 (Bichler & Nitzan 2009a).60 

In July 2006, after rising mortgage defaults, the US housing market began its inevitable decline (Bichler 

& Nitzan 2009a). At this time, the chairman and CEO of the investment bank, Goldman Sachs, Henry 

Paulson, effectively took charge of US economic policy in July of 2006, when he became Secretary of 

the Treasury (Ferguson & Johnson 2009; Prins 2009; Swagel 2009: 3).61 To illustrate what was at stake, 

total US household debt stood at $13.8 trillion in 2007, and that colossal figure was 99 percent of the 

United States’ total annual economic production of $13.97 trillion (Mah Hui 2009).62 In 2007, the US 

financial sector held $36 trillion in debt, or 259 percent of GDP (Johnson & Kwak 2010: 59). Numerous 

mortgage lenders collapsed in the first months of 2007, which Acharya et al describe as the first “phase 

of the shadow banking system’s demise” (2009: 8).63 These collapses included Countrywide, which had 

assets worth $199 billion at the time it was acquired by Bank of America (Federal Deposit Insurance 

Corporation 2009: 7). 
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On June 30 2007, Wall Street’s fifth largest investment bank, Bear Stearns, closed two of its hedge 

funds, the High-Grade Fund and the Enhanced Leverage Fund (Cohan 2009: 440). This made investors 

nervous because it led people to conclude that other hedge funds might be in financial trouble as a 

result of the US mortgage-market crisis (2009: 439). In their paper “Too Big to Bail,” Ferguson and 

Johnson argue that Paulson, as treasurer, led an attempt to stave off the inevitable burst of the credit 

bubble until after the 2008 presidential election in order to avoid the peak issue-attention cycle (2009a: 

4; b: 6). This occurs during political campaigns when the public’s consumption of news is heightened 

and may transform into demands that the oligarchs cannot fully control. This strategy – which has 

become known as the ‘shadow bailout’ – was, according to Ferguson and Johnson (2009 a,b), intended 

to remain beyond the scrutiny of the public.64 These measures involved the little-known Federal Home 

Loan Bank System, which offered finance to major Wall Street banks; the purchasing of home 

mortgages and mortgage-backed securities, (particularly by Fannie Mae, in an attempt to keep the asset 

bubbles inflated); extraordinary additions of debt to the Federal Reserve’s books; and the downplaying 

of concerns about the ballooning tax exposure for US citizens (Ashcraft, Bech & Frame 2009: 41, Figure 

3 & 4; Ferguson & Johnson 2009b: 7).65  

A French-based global bank, BNP Paribas also suspended three hedge funds with assets valued at !2 

billion on August 9 2007 and this event triggered a ‘freeze’ in the interbank lending system (Federal 

Reserve Bank of St. Louis n.d.). The same day, the European Central Bank supplied !95 billion in credit 

into this interbank lending system (Cohan 2009: 457). The ‘freeze,’ or ‘credit crunch’ meant short-term 

money, or commercial paper, dried up for those corporations, including investment banks and 

investment funds, who needed that money to roll over their debt (Kellaway 2009).66 Without much ado, 

Congress – which is another vital part of the Wall Street-Washington Casino Complex – granted 

approval for the limit of total US public debt to be “permanently increased” by $850 billion on September 

29 2007 from $8.965 trillion to $9.815 trillion (Bureau of Public Debt 2007: 15).67 Thus, with the end of 

the global credit boom, these interventions were to mitigate the impacts for the super-rich. 

After a brief bank-run on Northern Rock, the UK’s fifth largest retail bank, in mid-September 2007, Her 

Majesty’s Treasury announced it would extend loan and guarantee deposits to ease savers’ concerns 

(Acharya, et al, 2009; Ferguson & Johnson 2009; Tett 2010: 230). It was this event that jolted the major 

media outlets to change from ‘business-as-usual’ reportage to a ‘crisis’ journalism mode (Tett 2010: 

228). Given that this study argues an oligarchy thesis, I explore the financial crisis as one generated by 

key players and institutions who had worked collusively to create the conditions for such a crisis.  

Hence, the term ‘financial crisis’ here means a construction of events that unfold as a ‘narrative,’ which 

is intended to consolidate power, including financial wealth and control over debt, for the benefit of key 

actors. The idea of a ‘financial crisis’ narrative does not mean that the key players have pre-scripted all 

events, and nor does it mean that they have full control over subsequent developments. Indeed, the 
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‘financial crisis’ narrative can be likened to the classic three-Act story structure in which the protagonists’ 

choices propel the plot along, with the crises they face increasing in momentum and intensity as they 

seek to achieve their ‘endgame’ (Frensham 2003). 

As the financial crisis spread in October 2007, numerous banks including UBS, Citigroup and Merrill 

Lynch announced large write-downs in their asset values (Johnson & Kwak 2010: 160). Despite the 

peak in US house prices occurring in July 2006, and the interbank lending system freezing on August 9 

2007, it took until October 2007 for US and global stock markets to turn from bull to bear (Bichler & 

Nitzan 2009a). As Financial Times’ journalist Gillian Tett noted in her book Fool’s Gold, it became 

evident that the shadow banking system, which included structured investment vechicles (SIVs), were 

inextricably linked with the major banks. The money market funds had invested in structured investment 

vehicles, in order to market credit derivatives (despite the paucity of capital backing) (Tett 2010: 114-

118, 231). 

In December 2007, a communiqué announced that the Bank of England, the Federal Reserve, the 

European Central Bank, the Swiss National Bank and the Bank of Canada would provide liquidity 

facilities to address short-term funding problems (Acharya et al. 2009: 53; Federal Reserve Bank of St. 

Louis n.d.). This plan provided $110 billion in new funds.68 The European Central Bank injected !350 

billion or $500 billion into its financial system. As Anna Gelpern notes (2009), when authorities roll-out 

an array of measures, it sends a signal to markets that a crisis is systemic. Given that these were major 

central banks from five jurisdictions, this was a signal that a serious financial crisis was affecting 

numerous economies. The interbank lending markets had become dysfunctional, and this meant they 

had to rely more on overnight borrowing. This situation had arisen out of investor concern about the 

riskiness of banks as commercial entities, amid a downward spiral in the value of credit derivatives, 

including mortgage-backed securities (GAO 2011: 229; Tett 2010: 246). In effect, this coordinated 

response from the central banks occurred because the shadow banking system was undergoing a 

second phase of its rupture – the run on the structured investment vehicles (Acharya et al. 2009: 8).69 At 

the root of the systemic financial crisis was the Anglo-American Casino Complex itself. It created a 

credit shock, or credit boom, in 1991 and amplified the effects by manufacturing a vast array of 

derivatives, and other financial technologies, until the boom collapsed in mid-to-late 2007.70  

Financial collapse, credit crunch and the political economy of 

rescue 2008-09 

The imploding US housing market provoked actions by the Treasury and the Federal Reserve, which 

vacillated between massive taxpayer subsidies for the wealthy and ridiculously tragic ‘free market’ 

posturing (Ferguson & Johnson 2009; Johnson & Kwak 2010). On Tuesday March 11 2008, the Federal 

Reserve announced a new mechanism called the Term Securities Lending Facility (TSLF) that would 



34 

provide liquidity or cheap credit of up to $200 billion against AAA rated securities, even though 

widespread securitizations made that rule hypocritical. This move further signalled to markets that the 

monetary authorities knew that financial institutions were in trouble (Ferguson & Johnson 2009). 

However, this facility would not become fully operational until March 27 2008.  

During the week of March 10 to 14, Bear Stearns was the target of a bank-run. Bear Stearns’ demise 

marked the third phase of the shadow banking system’s rupture: a run on the big-five investment banks 

(Acharya et al. 2009: 8).71 On March 14, the Federal Reserve coerced Bear Stearns to sell itself to 

JPMorgan Chase & Co. and on March 16 2008, a deal was reached at $2 per share (Tung 2009).72 To 

make the deal happen, Paulson provided a letter stating that the Federal Reserve would take $29 billion 

of Bear Stearn’s junk assets onto its books (Ferguson & Johnson 2009b).73 The monetary authorities 

effectively helped JPMorgan Chase buy Bear Stearns rather than keep the securities firm in business, 

when the Federal Reserve created the Primary Dealer Credit Facility (PDCF) on March 16. This facility 

provided JPMorgan with federal credit to fund its takeover of Bear Stearns. By the end of March, 

thirteen commercial and investment banks, that were primary dealers of treasury securities, borrowed 

cheaply from the Federal Reserve’s new credit facility, including Bear Stearns (Board of Governors of 

the Federal Reserve System 2010a; Prins 2009; Perry & MacDonald 2008, September 16).  

By July 2008, foreign holders of US home mortgage debt issued by government sponsored enterprises 

(GSEs) had become nervous about the viability of one large mortgage institution, IndyMac. At this time, 

most mortgage firms had gone bust or stopped lending, and a run ensued on all GSEs (Ferguson & 

Johnson 2009b: 17). They included two huge house-mortgage companies, the Federal National 

Mortgage Association and the Federal Home Loan Mortgage Corporation; more commonly known by 

their folksy names, Fannie Mae and Freddie Mac, respectively (Forrester 2006: 1355). The US Treasury 

and the Federal Reserve were thus faced with the prospect of house sales completely drying up 

(Ferguson & Johnson 2009b: 17). Treasury bought the preferred stock of Freddie Mac and Fannie Mae 

and committed to buy 79.9 percent of their common stock, up to a limit of $100 billion each on 

September 7, 2008 (p.18).  

The following week concerns about Lehman Brothers mounted. By the morning of Friday 12 September 

2008, Lehman’s had lost 93 percent of stock value from 31 January 2008. After the New York markets 

closed, a meeting convened at the Federal Reserve Bank of New York for 20 to 30 CEOs and CFOs 

from Wall Street, City and European banks. Paulson insisted that they needed “to come up with a 

private-market solution” (Sorkin 2009: 302).74 The president of the New York Federal Reserve Timothy 

Geithner gave Lehman Brothers’ financial data to the bankers and split them into three groups to 

consider options for the faltering Wall Street investment conglomerate (Prins 2009: 21; Sorkin 2009: 

303). Conspicuously absent was Richard Fuld, CEO of Lehman Brothers. He had been diverted by 

Paulson to see if Barclays of London or Bank of America would buy the bank. But without anyone 
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present to represent Lehman Brothers, how could a legitimate deal be done? What followed is critical to 

understanding the political economy of the ‘rescue.’ 

Bank of America backed away from a deal with Lehman’s and entered into negotiations with Merrill 

Lynch.75 In Gillian Tett’s account, Barclays was going to takeover Lehman Brothers, but apparently it 

learned from the Federal Reserve on the Sunday morning of September 14 that the deal could only go 

through if it was prepared to take all losses between signing and closing the deal (2010: 273).76 The 

logic underpinning this scenario is that the American financial authorities expected their UK counterparts 

to waive a legal restriction that stipulated an acquiring firm first gain shareholder approval (this would 

take too long). At the same time, Paulson, Geithner & Co. were unwilling to use any tax funds to 

guarantee the US side of Lehman Brothers’ obligations (Griffiths 2009, September 12; Tett 2010: 273-

274).77 As the markets were enmeshed in derivatives contracts, financed by swaps in other financial 

contracts and by debt financed through buying more debt at cheaper prices, ‘letting’ Lehman’s fail would 

be a policy shock that could only result in a meltdown.78 

After Lehman Brothers Holdings Inc. filed for Chapter 11 protection, or bankruptcy, at 1:45 AM on 

Monday September 15 2008 (Sorkin 2009: 373), the Depository Trust and Clearing Corporation 

remained open so that the Federal Reserve could lend $87 billion through a JPMorgan Chase conduit to 

a Lehman subsidiary (Kary & Seinta 2008; Mamudi 2008).79 The money appeared to be repaid on 

Tuesday and then another $51 billion was lent. Paulson explained to reporters at a White House press 

conference that he “never once considered that it was appropriate to put taxpayer money on the line in 

resolving Lehman Brothers” (Labaton 2008, September 16). However, as Johnson and Kwak noted, 

Paulson, Geithner and Federal Reserve chairman Ben Bernanke later claimed that the quality of 

Lehman Brothers collateral was not good enough before bankruptcy to obtain loans (2010: 162).80  

In the circumstances of the Lehman Brothers ‘crisis’ weekend, where collusion was the unstated power 

relation that bound together all the key players at the New York Federal Reserve, derivatives became 

the trigger for a global-scale financial contagion. This is because the largest originators of global 

derivatives trading were the seventeen global banks, including Lehman Brothers, who formed 

underwriting syndicates (Wilmarth 2009).81 Since derivatives binded different assets together into a 

competitive logic across a full spectrum of asset classes around the world, a coordinated settlement of 

the contracts was intrinsic; although not guaranteed (Bryan & Rafferty 2006: 76; Corrigan & Flint 2008: 

119-120).82 However, an ‘orderly wind-down’ of Lehman Brothers was intended only for market insiders. 

Barclays returned on Monday to ‘buy’ parts of the Lehman’s capital markets division for $1.75 billion, 

despite its assets previously being worth $72 billion (Prins 2009: 21; Teather & Clark 2008, September 

17). Surreptitiously, Lehman Brothers also borrowed $68 billion over three transactions between 

September 15 and 17 from the Federal Reserve’s Primary Dealer Credit Facility. These federal loans 
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matched the sum of liabilities owed by Lehman’s capital markets division that Barclays bank had just 

‘bought.’ Meanwhile, Barclays borrowed $1.176 billion from the Federal Reserve’s Term Securities 

Credit Facility on September 17 and $47.942 billion on September 18 from the Primary Dealer Credit 

Facility (Board of Governors of the Federal Reserve System 2010a,b).83 In other words, Barclays’ 

takeover of Lehman Brothers’ sounded assets was funded with federal loans backed by tax-dollars, 

while the Federal Reserve permitted Lehman’s to borrow from it after it was forced out of business by 

the Wall St cartel. 

By the Tuesday evening of September 16, the Federal Reserve and the Treasury had bailed out 

American International Group (AIG) with funds of $85 billion in return for a 79.9 percent stake (Sorkin 

2009: 401; Tett 2010: 279).84 As Prins (2009) and Johnson and Kwak (2010) note, it did not become 

apparent to outsiders until months later that, under the cover of the AIG bailout, its counterparties - the 

global banks - were being paid for bets with the insurance company (Johnson & Kwak 2010: 169; Prins 

2010: 61, 190; Prins & Ugrin 2011: 1-2, 4-6). In effect, the global banks had used AIG as a giant sponge 

to absorb their risky bets (Ferguson 2011).85 Since the insurer could not easily liquidate its assets, the 

US monetary authorities had to either bail it out, or let the other global banks and their preferential 

clients take larger losses. 

On Wednesday September 17 and Thursday September 18, Morgan Stanley & Co. Incorporated 

borrowed $19 billion from the Federal Reserve’s Term Securities Lending Facility. Between Wednesday 

September 17 and Friday September 19, Morgan Stanley accessed $86.3 billion in credit from the 

Federal Reserve’s Primary Dealer Credit Facility, while Goldman Sachs borrowed $12.5 billion (Board of 

Governors of the Federal Reserve System 2010a,b). These transactions, which were cumulative sums, 

occurred amid speculative attacks on Morgan Stanley’s and Goldman Sachs’ stocks. But, as game 

theory among cartel rivals could predict, the two remaining ‘independent’ investment banks were not the 

innocent victims of these attacks. Indeed, they had entwined themselves in complex credit default swap 

trades, wherein institutional investors were betting on the likelihood that their rivals would default on 

their debt (Ferguson & Johnson 2009b; Jacobs  2010; Johnson & Kwak 2010). Their strategy was to 

bind all large firms together in order to coerce Congress for a system-wide bailout.  

During financial crises, governments or politicians who may wish to explore alternatives do not do so 

because they have been forced to meet the markets’ rational belief in a bailout. Indeed, the pattern of 

financial crisis reveals what I call a boom-bust-bailout formula so clear that three prominent economists 

termed the action of central bankers coercing government elites for tax-funded bailouts as a ‘Present 

the Bill’ ritual on behalf of financial oligarchs (Coresetti, Pesenti, & Roubini 1998: 12). Henry Paulson 

and Ben Bernanke performed this very ritual when they audaciously walked into the Capitol building, 

(where the two Houses of Congress are located) for a 7p.m. meeting on Thursday September 18, with a 

three-page summary of a bailout bill (Ferguson & Johnson 2009: 164). In effect, the three-page 
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summary was a proxy note for legislation, which did not stipulate an amount. According to the author of 

Too Big to Fail, Andrew Sorkin, Treasury’s assistant secretary for legislative affairs Kevin Fromer told 

Paulson in a discussion earlier that day, Treasury never “propose[s] legislation to the debt ceiling.” The 

standard procedure was to state the case such that Congress would act on it out of fear (Sorkin 2009: 

437).86 The Paulson-Bernanke congressional appearance was a set-piece of banking theatre (Coresetti 

et al 1998). Amidst the sudden pause of the market’s music, the two front-men for the cartel’s debt-

based money system glided in before the federal government’s lawmakers, just like partners to the 

rhythmic tempo of a tango.   

On Friday September 19, the US Treasury announced it was guaranteeing the $3.4 trillion money 

market in mutual funds, for losses of up to $50 billion (Henriques 2008, September 18; Prins & Ugrin 

2010: 3).87 This sector had undergone a major sell-off during the week as investors panicked that all 

money market funds might be insolvent. In effect, this run on the mutual fund markets was the fourth 

phase of the shadow banking system’s rupture (Acharya et al. 2009: 8).88 Mutual funds make 

investments in stocks, securities and corporate bonds by pooling investors’ money and are an important 

source of corporate funding through syndicated loans (US Government Accountability Office 2011: 28; 

Wilmarth 2009: 982).89 The big investors in money market mutual funds were large financial institutions 

and wealthy investors (Mollenkamp, Shah & Gullapalli 2008, September 19). 

In anticipation of a huge federal bailout, Goldman Sachs and Morgan Stanley both filed for registration 

with the Securities Exchange Commission on Sunday September 21 as Bank Holding Companies. 

Effectively, they were announcing that they were to become joint stockholders in the US central bank. 

Like most other companies of the Federal Reserve System, they would get greater access to cheap 

credit. Their status as special “Federal Reserve Members” rather than nationally chartered or state 

chartered members, was a clear signal of oligarchic power (Federal Deposit Insurance Corporation 

2008a,b; Johnson & Kwak 2010). This move meant that Goldman Sachs and Morgan Stanley’s London 

broker-dealer units gained access to the Federal Reserve’s emergency lending facilities. Over the week 

of September 22 to September 26, Goldman Sachs’ London unit borrowed $7.56 billion, while Morgan 

Stanley’s London dealership accessed $53.370 billion, cumulatively. The Federal Reserve’s data 

released on December 2, 2010 shows that broker-dealer investment banks, along with other large 

complex financial institutions, were more reliant on the new lending facilities than the news media 

reported (Board of Governors of the Federal Reserve System 2010a,b; GAO 2011; Felkerson 2011). 

More federally-assisted ‘rescues’ followed. On Thursday September 25 2008, Washington Mutual was 

forced into bankruptcy by its regulator, the Office of Thrift Supervision, after a depositors’ run and the 

cost of insuring its debt had spiked (Federal Reserve Bank of St. Louis n.d.; Jacobs 2010: 75; Johnson 

& Kwak 2010: 163). JPMorgan Chase immediately acquired Washington Mutual for $1.9 billion in a 

merger assisted by the Federal Deposit Insurance Corporation (Prins 2009: 180, 185). As a result of 
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talks between top US government and financial officials in the small hours of Monday 29 September 

2008, Wachovia and Citigroup entered into an ‘exclusivity agreement’ later in the day. The 

understanding was that Citigroup would acquire Wachovia, who was barred from negotiating with any 

other potential parties for one week (Subramanian & Sharma 2010b: 4).  

On the same day, the US House of Representatives rejected the bill for the Emergency Economic 

Stabilization Act of 2008 by 205 for and 228 against. The authorization of $700 billion in bailouts and 

new facilities thus seemed to stall. This event became major world news. What got little attention was 

that the Federal Reserve approved a $330 billion increase for its currency ‘swap lines’ initiative that now 

included the Bank of Canada, the National Bank of Denmark, the Reserve Bank of Australia and 

Norway’s Norges Bank (Federal Reserve Bank of St. Louis n.d.: 8).90  

The Senate passed the bailout bill by 74 votes to 25 on Wednesday October 1 (Subramanian & Sharma 

2010b). A little after midnight on Friday morning October 3, Wachovia’s board agreed to a purchase 

deal for about $15 billion worth of shares in Wells Fargo. Citigroup’s ‘exclusivity agreement’ with 

Wachovia was anulled by the Federal Deposit Insurance Corporation chairwoman, Sheila Bair, who 

effectively ‘married’ Wells Fargo and Wachovia. The decision stunned Citigroup. The Wall Street 

Journal reported that a tax provision had been inserted into the bailout bill by the FDIC at about the 

same time that Wachovia was informed by the FDIC officials that they were taking charge of finding a 

buyer (Enrich, Fitzpatrick & Paletta 2008, October 6; Subramanian & Sharma 2010b: 7). This tax 

provision aligned with a surreptitious IRS notice of Tuesday September 30, that allowed big banks to 

offset the net operating losses of newly bought banks in the same year (Subramanian & Sharma 2010b: 

6).91  

On Friday October 3, the House of Representatives passed the bailout bill by 263 votes to 171 and it 

was signed into law as the Emergency Economic Stabilization Act (EESA) by president Bush in the late 

afternoon (Subramanian & Sharma 2010b: 8). With the power of this Act, at least 30 new facilities, 

guarantee agreements and asset vehicles were created by the Federal Reserve, Treasury and the 

Federal Deposit Insurance Corporation (Prins & Ugrin 2010). Although the American public knew they 

would end up paying for the bailouts through taxes, they did not understand how deceptive the bailout 

process was. The popular understanding promoted in the media was that the Federal Reserve turned 

on its printing press and created $700 billion in new money as cash (Coy 2008b: 38; von Drehle 2008: 

19).  

More precisely, Treasury issued ‘promise-to-pay’ notes, or IOUs, in the form of US Treasury bonds (or 

securities), which were swapped with the Federal Reserve System, who issued Federal Reserve 

cheques in the form of electronic Fed wire transfers to the US Treasury’s Bureau of Public Debt, in order 

to purchase the debt (Brown 2008: 171-177; Federal Reserve Bank of Chicago 1994; Griffin 2008: 193-
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200, Grignon 2009). The Federal Government, in effect, ‘monetized’ US Treasury bonds (or securities) 

and deposited the newly created Federal Reserve System’s currency in a government account(s) at a 

Federal Reserve Bank(s) (Bullard 2009: 7; Griffin 2008: 201).92 Since the Federal Reserve is a cartel 

jointly-owned by private banks, these new funds came into existence as public debt for private interests. 

From this point, the money was allocated to the numerous recipient banks, and to financial firms 

deemed ‘too-big-to-fail’ through various facilities created by the Federal Reserve, the Treasury and the 

Federal Deposit Insurance Company (Johnson & Kwak 2010; Prins & Ugrin 2010). The recipient 

commercial banks and financial firms balanced their books by recording the deposits as assets to offset 

their liabilities (Grignon 2009; Rothbard 2008). Then the trickery of fractional reserve banking came into 

play.  

Fractional reserve banking allows banks to count loans as assets or deposits and make new loans on 

top of the deposit base. In other words, banks need only hold reserves that equate to a fraction of the 

actual deposit claims on their books. As Brown (2008), Griffin (2008), Grignon (2009) and Rowbotham 

(1998) argue, there still persists a widespread belief that banks loan out the cash of other savers. This 

‘belief’ makes it into the literature of industry professionals, academics, the media, and is one that 

central banks actively promote through the use of common banking terms such as ‘loans,’ ‘borrowers’ 

and ‘lenders.’93 However, if banks were to only loan out the money that is deposited with their branches, 

there would be no increase in the quantity of money in circulation (Federal Reserve Bank of Chicago 

1994: 6; Rowbotham 1998).  

As Mack Ott (1982) of the Federal Reserve of St. Louis pointed out, “Credit is not money, but the 

promise of future money to the lender in return for the current temporary use of purchasing power – 

goods or money – extended to the borrower” (Ott 1982: 24). A workbook published by the Federal 

Reserve Bank of Chicago, entitled Modern Money Mechanics, explains that a loan contract is simply a 

promissory note that a borrower signs in exchange for credit transferred into the borrower’s account 

(Federal Reserve Bank of Chicago 1994).94 At the time a bank makes a ‘loan,’ a ‘loan’ officer 

electronically creates new credit and sends the new funds to either a new chequing account created for 

the purpose, or uses an existing cheque account, rather than a savings account (Hafer 2005). Therefore, 

money as credit is borrowed into existence and is the primary way that money is created in a fractional 

reserve banking system (Brown 2008; Federal Reserve Bank of Chicago 1994; Griffin 2008; Grignon 

2009; Rothbard 2008; Rowbotham 1998; 2000: 90).95  

Limits on the quantity of new money that could be created in fractional reserve banking systems were 

removed with financial ‘deregulation.’ 96 Through a series of legal changes, major banks gained the 

ability to set their own leverage levels – called a ‘capital adequacy’ ratio – according to their in-house 

risk models (Gowan 2009: 106-107; Ferguson 2011; Rowbotham 1998: 25).97  But the sleight of hand 

did not stop there. Banks use most of the money they receive to buy interest-bearing treasury securities, 
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corporate bonds and other financial instruments (Rowbotham 1998: 4, 26). In addition to earning profits 

off income-generating financial instruments, banks build up reserves by using some of the proceeds 

from the interest they charge for ‘loans’ (Rowbothman 1998: 26). In this way, interest is not “the price of 

money” – since no money that previously existed is lent. Rather, interest represents a rent on the 

amount of funds ‘loaned’ (Ott 1982: 25). Therefore, the term ‘borrowing’ is a euphemism for the 

‘privilege’ to receive purchasing power in the present due to a structural alliance among ruling classes to 

maintain debt-based financial systems, which are characterized by scarce debt-free cash and abundant 

debt (Brown 2008; Griffin 2008; Grignon 2009; Ott 1982; Rowbotham 1998).  

By not explaining fractional reserve banking to their respective citizenries, the US government and the 

UK government were able to downplay the cost of ‘rescuing’ Wall Street and the City of London (Prins 

2009; Tett 2010; Wearden 2008).98 Through the 30 or so new mechanisms created under the auspices 

of the Emergency Economic Stablization Act, banks and financial houses could access funds to ‘lend’ to 

the various entities within their transnational operations. Numerous studies and news reports offer 

different figures on the extent of the American monetary authorities’ support to the financial system 

(Adding up the government’s total bailout tab 2011; Federal Deposit Insurance Corporation 2009; 

Government Accountability Office 2011; Ivry, Keoun & Kuntz 2011; Pittman & Ivry 2009; Plender 2008; 

Prins & Urgin 2011).99 Among these investigations, the studies by the Government Accountability Office 

(2011), James Felkerson (2011), and Nomi Prins and Krisztina Ugrin (2011) are the most 

comprehensive.  

Between December 1 2007 and November 10, 2011, the combined support of the Federal Reserve, the 

Treasury and the Federal Deposit Insurance Corporation through loans, asset purchases and 

guarantees to financial institutions and support of capital markets was a total cumulative sum of $46.613 

trillion (an equivalent value of just over three quarters of the world’s total annual economic output) 

(Felkerson 2011: 31-32; GAO 2011: 131, 205; Prins & Ugrin 2011 2-3).100 These cumulative figures 

represent the scale of the financial interventions. The figures also reveal a narrative in the sense that 

various programs were developed as the financial crisis worsened; that debt-based financial systems 

are by design dependent on the constant roll-over of new debt servicing old debt; and how assets in the 

‘real economy’ are appropriated by the creation of myriad paper claims to wealth, such as derivatives, 

private credit and public debt (Brown 2010: 368-369; Chossudovsky 2010a: 12; Felkerson 2011: 7).  

In debt-based monetary systems the early receivers of new money are banks and their investors, who 

have great capacity to magnify their purchasing power and make super-profits by exploiting the 

technologies of the financial system. These technologies include the privilege of creating private 

credit/debt and derivatives to speculate against various asset classes – including food and oil 

(Chossudovsky 2010b; Institute for Agriculture and Trade Policy 2009; Jones 2010; Kaufman 2011; 

Pollin 2010; Wray 2008). By being able to exploit the money multiplier effect of fractional reserve 



41 

banking, several of the surviving global banks got bigger (Ivry, Keoun & Kuntz 2011, November 28; 

Johnson & Kwak 2010: 180). After acquiring Countrywide and Merrill Lynch, Bank of America swelled 

from an asset size of $1.7 trillion at the end of 2007 to $2.22 trillion at the end of 2009. JPMorgan 

Chase’s acquisitions of Bear Stearns and Washington Mutual saw its assets expand from $1.7 trillion to 

$2 trillion. Wells Fargo’s assets grew from $575 billion to $1.24 trillion after aquiring Wachovia (Johnson 

& Kwak 2010: 180; National Information Centre 2010).  

Meanwhile, the ‘common’ people and businesses who are late receivers of the ‘new money,’ lost 

spending power because the early receivers caused asset prices and costs of goods and services to 

rise.101 Indeed, it is the creation of debt ‘out of nothing,’ the attached interest (which is not created when 

‘loans’ are made) and derivatives-based speculative bubbles that are the primary causes of inflation 

(Brown 2008: 30-31; 2010: 369; Grignon 2009; Ferguson 2011; Rowbotham 1998: 292).102 Thus, the 

inflation that resulted from the bailouts was an indirect hidden tax and represents part of the real cost of 

the ‘rescue’ (Griffin 2008; Rothbard 2008). 

At 3p.m. on October the 13th, the CEOs of nine major American banks met with the heads of four 

regulatory institutions at the Department of the Treasury in Washington (Sorkin 2009: 516-517). The 

intention of the monetary officials from the Treasury, Federal Reserve, the Federal Deposit Insurance 

Corporation and the Office of the Comptroller of the Currency was to coerce the banks into signing 

agreements that would allow the Treasury to purchase preferred stock with a 5 per cent per annum 

interest rate (Johnson & Kwak 2010: 154; Sorkin 2009: 521-526).103  The US Treasury allocated $125 

billion in capital to the nine US-based banks (and a further $125 billion in capital to other financial firms) 

through its Capital Purchase Program (Johnson & Kwak 2010: 164; Wilson & Yan Wu 2009).104 These 

funds allowed the banks to seek profits as they saw fit and since it was capital it would be out of reach 

of creditors.105 Once all nine banks had signed up for this initial bailout capital and had left, Treasury’s 

assistant secretary of financial institutions, David Nason, reflected to his colleagues, “We just crossed 

the Rubicon” (Sorkin 2009: 523, 525, 528).106 Indeed, this event signalled to their British counterparts 

the willingness of the American financial elites to take this game of collusion to the next stage.107 

On October 21 2008, the Federal Reserve opened the Money Market Investor Funding Facility, in which 

the Federal Reserve Bank of New York supplied $540 billion to money market mutual funds. The Money 

Market Investor Funding Facility funded five Special Purpose Vehicles, which were named after the 

Roman emperors, Hadrian, Trajan, Aurelius, Antoninus and Nerva, whom were said to have “ruled in 

harmony with the senate” (Burns, Lerner & Meacham 1980: 187; GAO 2011: 210). These five Special 

Purpose Vehicles in turn provided funding to 50 financial institutions in numerous countries. Six days 

later, on October 27 2008, the Federal Reserve’s Commerical Paper Funding Facility became fully 

operational. This facility was designed as a mechanism to purchase yield-bearing corporate bonds or 

commercial paper, because the commercial paper market became severely dysfunctional following the 
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collapse of Lehman Brothers (GAO 2011: 192-193).108 The Commerical Paper Funding Facility made 

loans totalling $1.157 trillion and was closed on February 1 2010 (GAO 2011: 192).109  

On November 23 2008, the Federal Reserve’s board of governors authorized a ‘rescue’ package for 

Citigroup (GAO 2011: 188-190). This package included “guarantees, liquidity access, and capital” from 

the Federal Reserve Bank of New York, the Treasury and the Federal Deposit Insurance Corporation 

(Federal Reserve Bank of St. Louis n.d.).110 James Felkerson stated that Citigroup received loans 

totalling $2.654 trillion from the Federal Reserve’s emergency programs between December 20 2007 

and November 2011 (2011: 33).111 On January 1 2009, Bank of America sealed its deal with Merrill 

Lynch and in the following weeks also gained bailouts.112 Bank of America received loans totalling 

$1.017 trillion from the Federal Reserve’s emergency programs between December 20 2007 and 

November 2011.113  

On February 17, 2009, the American Recovery and Reinvestment Act of 2009 again routinely and 

“permanently increased” the statutory limit on US public debt; this time to $12.104 trillion (Bureau of 

Public Debt 2009).114 The following day, the US Treasury removed the cap on its stake of preferred 

stock in the Fannie Mae and Freddie Mac and replaced the limit with a time window set to run-out at the 

end of 2012. The US Treasury raised their stake in preferred stock of the Fannie Mae and Freddie Mac 

to $200 billion (Federal Reserve Bank of St. Louis n.d.). In effect, Treasury gave an explicit government 

guarantee for a debt total of $5.5 trillion, which is equivalent to 38 percent of the United States’ annual 

gross output (Financial Crisis Inquiry Commission 2011: 309, 320; Fratianni and Marchionne 2010: 8; 

GAO 2011: 149; Brown 2008; Prins & Ugrin 2011: 3).  

In March 2009, the Agency Mortgage-Backed Securities Program (announced on November 25 2008) 

was expanded from $500 billion to $1.25 trillion (GAO 2011: 148). The mortgage-backed securities were 

purchased by the Federal Reserve Bank of New York and was adminstered by five ‘vendors’: Goldman 

Sachs Asset Management, Pacific Investment Management Company (PIMCO), Wellington 

Management Company, BlackRock and JPMorgan Chase & Co. (GAO 2011: 153). Meanwhile, AIG had 

received $181 billion in federal credit between October 8 2008 and March 2 2009 (Federal Deposit 

Insurance Corporation 2009: 10; Prins & Ugrin 2011: 4). In the United Kingdom on March 5 2009, the 

‘Quantitative Easing’ measure was announced, in which the Bank of England ‘lent’ £125bn to banks, 

financial firms and other corporations (Morse 2009, Appendice Two: 45).115 

On March 27 2009, US president Barack Obama hosted a meeting with 13 CEO’s from the largest 

American banks (Johnson & Kwak 2010: 3-4).116 In light of the widespread public anger toward Wall 

Street, Obama reportedly stated, “Help me help you. My administration is the only thing between you 

and the pitchforks” (Javers 2009, April 3; Johnson & Kwak, 2010: 4). Following the meeting, a press 

secretary for the White House, Robert Gibbs stated, “Everyone has to pitch in. We’re all in this 
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together.” In their book, 13 Bankers: The Wall Street Takeover and the Next Financial Meltdown, Simon 

Johnson and James Kwak (2010) stated the line, “we’re all in this together” was repeated by at least two 

of the CEOs present, Wells Fargo’s John Stumpf and Citigroup’s Vikram Pandit, as though it were a 

sacred chant (2010: 4). Johnson and Kwak argue that this refrain meant that Wall Street’s financial 

dominance had delivered control of the government (2010: 5-6). In addition to occupying many of the 

top government posts and their substantial lobbying power and campaign contributions (p.92-104), Wall 

Street had succeeded in normalizing their ideology. This ideology promoted the assumption “that 

unfettered innovation and unregulated financial markets were good for America and the world” (p.5). 

However, this ideology was used as a cover by key insiders. 

------------------------- 

Conclusion 

The Washington-Wall Street-City Complex exerts a hierarchical power over their respective societies, in 

league with networked financial elites that shape the order of a ranked class system. The real worth of 

money backed by the debt ‘owed’ to the global banks derives not so much from profits, but from control 

over the value of assets. This control is most acutely felt during financial crises, particularly as business 

enterprises fail, which means they can be bought cheaply. Banking cartels control debt-based money 

systems that force whole societies to compete for artificially scarce cash, and through their lack of 

purchasing power, households and industry resort to ‘borrowing.’ The ‘loans’ advanced are not the 

savings of others, as is commonly thought, but is credit money created from nothing but a privilege 

conferred to the financial sector through laws including statutes. Since the super-rich control the 

manufacture of money as cash, credit and derivatives, this strengthens their economic capacity to 

control politics, legislation and policy deployment (Rothbard 2008; Quigley 1966: 324). 

From the 1970s, the Washington-Wall Street-City Complex has systematically restructured national 

political economies according to ‘free market’ criteria. Financial innovations such as derivatives 

technology were employed to leverage privately created debt-money and inflate asset prices, and 

thereby create lucrative bubbles that continuously threaten to collapse the financial system. Indeed, the 

global credit boom illustrates ‘conscious parallel business behaviour’ by the global banking cartel to 

engineer a global market bust.117 The actions taken to ‘save the financial system’ meant that capital’s 

core risk management strategy was accomplished, while the “household sector” played its part as 

“shock absorber of last resort” (International Monetary Fund 2005: 5, 89). Taxpayer exposure to the 

national debt grew during the bailouts, because the US and UK treasuries could pass on the debts 

created by their central bank cartels, through the ‘legal’ enforcement of tax policy. In short, the financial 

collapses, ‘rescues’ and bailouts of 2007-09 demonstrate that US and UK governments are part of the 

apparatus of the dominant capitalist group: the Anglo-American financial oligarchy. 
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Chapter 3: Financialized Capitalism and the News Media 

In order to understand the role of the news media in the political economy of financialized capitalism, 

this chapter begins with an account of Herman and Chomsky’s Propaganda Model. The workings of 

business and financial news media is then explored with respect to how it became enmeshed within the 

US and UK financial oligarchies. I will outline how news media coverage of major financial events and 

crises throughout the 1980s, 1990s and early 2000s, alternated between a ‘business as usual’ role and 

an ‘innocent bystander’ persona. In the final section, academic investigations into the media coverage 

are analyzed to see what was emphasized, what was omitted and how the unfolding events were 

framed, prior to the system-wide bailouts that started in October 2008. 

Political Economy of the News Media 

Edward S. Herman and Noam Chomsky (2008) argued in their book Manufacturing Consent: The 

Political Economy of the Mass Media that the news media’s construction of the world served to buttress 

elite power. In societies with formal democracy, a propagandist system of communication is required 

because the state cannot openly intimidate and suppress ‘free’ populations without losing the legitimacy 

to rule. Herman and Chomsky observed that because mass media systems are owned privately and 

that there is an absence of obvious state censorship in a commercial media environment, it was hard to 

detect a propaganda system, even though economic wealth was highly concentrated. Their Propaganda 

Model is comprised of five filters through which news is processed for mass consumption: size, 

ownership and profit orientation; advertising; expert sources; flak and the enforcers; and ideology 

(Herman & Chomsky 2008 [1988]: 1-33). 

Propaganda here means the mass deployment of persuasive techniques by dominant coalitions in order 

to gain society’s acquiescence (Jowett & O’Donnell 1999: 3).118 The model positions the mass media as 

corporate entities within an overarching ‘economic system’ and theorizes the factors that influence the 

media (Herman & Chomsky 2008: Xlll). A political economy approach is taken which investigates how 

media communications systems within capitalist economies reproduce unequal political power 

(McChesney 2008; Murdock & Golding 2005). The Propaganda Model’s first filter - size, ownership and 

profit orientation – points to the expense of establishing new mass media organizations. Media 

conglomerates are linked to the rest of the corporate community by common boards of directors, social 

links through institutions such as think tanks, and by lines of credit with large banks. This networked 

structure of vested interests means that media corporations are central for communicating views 

acceptable to financial oligarchs. This filter also limits the public’s access to mass media technologies 

and distribution systems (See Appendix II, Figure 1). 
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Traditionally, media outlets were dominated by family-owned interests or state-controlled enterprises 

(Djankov et al. 2003). Over time, media enterprises pursued a rivalrous drive to reach national 

audiences and this required the employment of communications technologies that advanced 

exponentially (Herman & McChesney 1997). To downplay concerns that media enterprises were 

merging and acquiring other media outlets, media elites claimed that they had to exploit ‘economies of 

scale’ to stay competitive.119 In reality however, media elites were colluding to create media 

conglomerates. The term media conglomerates here means corporations that merge their interests in 

media outlets with one or more other media interests such as newspapers, television networks, radio 

stations, publishing, advertising and public relations (Bunce 1977 as cited in Golding & Murdock 1997: 

230; McChesney 2008). 

The transformation of the American and British mediascapes into more concentrated, tiered systems of 

ownership required the collusion of their governments, regulatory authorities and international rule-

setting institutions. These institutions incrementally lifted restrictions on cross-ownership stakes within 

the same markets, across national territorities and between media outlets and non-media firms, 

including telecommunications companies. This also facilitated the corporatization and privatization of 

state media systems and made it possible for vast transnational media conglomerates to form 

(Arsenault & Castells 2008: 708, 709; Cowhey 1990; Herman & Chomsky 2008; McChesney et al. 

1999).120 From the perspective of stockholders, and performance-tied directors, every media 

organization was a business (Herman & Chomsky 2008). Measures such as cost cutting, expanded 

advertising space and shorter stories initiated by news outlets to keep profitability up, encouraged 

investors to pursue amalgamations (Bagdikian 2004).121 

By 2001, the convergence between media platforms and telecommunications carriers through mergers, 

acquisitions, joint ventures, direct investments and partnerships had created seven massive 

transnational media conglomerates that dominated the global media system (Chan-Olmsted & Chang 

2003: 221; McChesney 2004: 14). Of these seven global media conglomerates – Time Warner, Disney, 

NewsCorp, Bertelsmann, NBC Universal, CBS and Viacom – six controlled more than half of media 

properties in the United States and owned substantial news holdings (as of early 2008) (Arsenault & 

Castells 2008: 711, 715). These ‘big 7’ sit atop a three-tiered global media system. The second tier is 

comprised of about 60 to 70 firms and a third tier, comprised of thousands of firms, produces media 

either for the larger companies, repackages the content for resale or reinterpretation or works more 

independently (McChesney 2004: 14).122 The giant media corporations and second-tier media groups 

created ‘economies of synergy’ to mass-produce an apparent ‘diversity’ of content that could be 

delivered across multiple communication platforms as a means to reduce costs and maximize revenues 

(Arsenault & Castells 2008: 710; Herman & McChesney 1997; Pappas 2004).123  
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This concentrated media system projected an appearance of dispersed control through the complexity 

of syndication, affiliation, inter-medium synergies and merchandizing licenses. However, big media 

corporations constantly buy and sell smaller competitor media businesses and new market entities as 

control strategies (Crain 2009: 230; Olmsted & Chang 2003: 223). Although wealthy individuals and 

family dynasties owned large stakes in some corporations at the beginning of 2008, shareholdings by 

institutional investors have been on the rise (Arsenault & Castells 2008: 738; Noam 2009: 387).124 

Institutional investors force media enterprises to become more market-driven and therefore more 

sensitive to the trajectory set by such investors (Crain 2009). This is especially so because the mergers 

and acquisitions were often financed, either by shares, whose prices were over-inflated, especially in 

the case of mergers; or by debt (Crain 2009).125 Institutional investors are able to leverage their 

collective interests as a transnational investment class through their shareholding stakes, board 

presence, and networked power in media cartels. This enables the monitoring of political, legal and 

technological developments, issues and oligarchic-elite networks (An & Jin 2004: 578; Arsenault & 

Castells 2008; McChesney 2008).126  

Media firms are unique among all industries for their dependence on advertising revenues. As such, the 

second news filter - advertising – works as an ever present influence over media outlets (Herman & 

McChesney 1997). Since advertisements target people as consumers, their design is prejudiced to 

favour the more financially privileged. In turn, advertisements exert a psychological pressure to spend 

which normalizes a consumer culture and the aspiration to be materially wealthy, even among the poor 

(Applbaum 2000; Sklair 2002). As huge firms are the biggest spenders on the media, they exert 

pressure as primary consumers by shopping for program and print content that is politically and 

culturally conservative (Herman & Chomsky 2008; McChesney 2004a). This in turn delivers more 

favourable coverage for advertisers and sponsors (Herman & Chomsky 2008; McChesney 2008). 

Within finance capitalism, transnational conglomerates need an integrated media structure to advertise 

their product ‘efficiently’ (McChesney 2004a: 12; 2008: 317).127 To this end, the boom in corporate 

takeovers drove competitive pressure to achieve high advertising revenues in order to help keep stock-

prices up and therefore investors happy. Therefore, the influence on the news by advertisers is an 

important consideration when exploring the neoliberal paradigm and financialized capitalism.128 The 

sales effort underpinning the neoliberal ‘free-market’ project also relied on the promotion of financial 

products and corporate stocks so that their targeted audiences would become financially dependent on 

what was good for Wall Street and the City. This would help inflate share prices to assist with takeovers 

(Johnson & Kwak 2010; McChesney 2008: 317-18). As such, some leading US financial institutions 

were among the top 100 US advertising spenders in 2006, and also had representation on the corporate 

boards of leading US-based media conglomerates that owned news outlets at the beginning of 2008 – 

just prior to the Bear Stearns bailout-takeover (Arsenault & Castells 2008).129 
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Filter three of the Propaganda Model for mass media news is sourcing. Herman and Chomsky argued 

that the mass media has a “bureaucratic affinity” to official sources and large public and private 

institutions (Fishman 1980: 143 as cited in Herman & Chomsky 2008: 18). The mass media gives official 

sources considerable weight and this entails a strategic ritual of ‘objectivity,’ whereby what is reported 

can be taken as “presumptively accurate” (Herman & Chomsky 1998: 18).130 This symbiotic relationship 

occurs out of economic necessity, reciprocity of interest and perceptions about credibility arising from 

the status of recognizable people, institutions and their symbols. Since the production of news requires 

new material everyday and because official sources organize a steady flow of managed material to fill 

this need, news organizations are stationed at the centres of power.131 By maintaining a bureaucratic 

affinity to either official government or corporate sources, journalists and news outlets stay safely within 

the boundaries of a consensus frame.132 In effect, expert sources “subsidise the news” because 

government and private sector contacts provide ready-made copy that are assumed to be true (Herman 

& Chomsky 2008: 21). 

News outlets exploit their syndication and affiliation arrangements and reprint or replay other news 

producers’ stories to lend the coverage of an important event an air of legitimacy (Arsenault & Castells 

2008; Davies 2009; Golan 2006). What is presented as a scoop, objective reporting, and a salient 

matter for general public and elite attention, is usually a carefully orchestrated story passed along the 

news production-distribution chain. Furthermore, in both the United States and the United Kingdom, 

academics have been reluctant to criticize commercial media ownership itself and the legitimacy of 

capitalism as a political system (McChesney 1997 as cited in Golding & Murdock 1997: 114-120). The 

Propaganda Model allows for dissent, but the benchmark for salient criticism is high because 

oppositional sources have less credibility and their views require time-consuming and costly fact-

checking. There is also the risk of repercussions from powerful interests invoked by the fourth news filter 

- flak and the enforcers. 

Flak incorporates the negative reactions to a media statement, story or program. This might take the 

form of a heated phone call, lawsuits, threats of imprisonment, legislative changes or other punitive 

actions such as withdrawal of advertising. The mass media produces safe programming, and self-

censors to avoid flak from well resourced elites. In their argument for the Propaganda Model, Herman 

and Chomsky state that corporate America has sponsored a proliferation of institutions, such as think-

tanks and foundations, whose primary purpose is to produce flak. Herman and Chomsky call such 

vested interests flak machines that frequently attack so-called ‘left-wing’ groups for being ‘anti-business.’ 

The authors also note that the media is respectful to elite flak-makers by not critiquing their links to 

institutional power. Those enforcers or expert sources that manufacture flak strengthen the news filters 

and serve to protect political and economic power from serious, sustained investigation.  
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Flak is not a one-way street; the Propaganda Model predicts that state managers and corporations 

themselves periodically become the targets of corporate news-generated criticism.133 However, this 

occurs in limited and fleeting ways that do not prevent the ruling class from maintaining their extreme 

claims to property, privilege and power (Chomsky 1989: 149; Herman & McChesney 2008: 1). By 

deploying news frames that lie within the boundaries of the permissible, the news media reinforce elite 

power and allow governments to get away with making symbolic responses rather than meaningful 

changes (Entman & Rojecki 1993).  

This is where the fifth news filter - ideology - becomes necessary. Herman and Chomsky regarded 

ideology as a ‘control mechanism’ against anyone who held ‘radical’ attitudes about property relations in 

the political system. However, they did not provide a cohesive account of how the ideological processes 

worked.134 The carrying strength of a dominant ideology is to act simultaneously as a parameter or 

boundary, and as a tool to impair critical thinking.  

Antonio Gramsci (1994) stated that an ideology becomes hegemonic when it achieves coverage so 

pervasive that a dominated population finds it hard to imagine or believe that alternatives are possible. 

The dominant class induces consent by manipulating the subordinated classes into internalizing the 

moral and cultural values, norms and the worldview projected onto them (Gramsci 1994; Achbar 1994: 

40-41, 170). William Page (1991) observed that ideology provides a “coherent perception” that can be 

deployed as a political tool with biases entwined (p.10). In other words, ideology fixes what a regime can 

and cannot do; it thus facilitates inclusion and exclusion, simultaneously. In summary, ideology here 

means a set of beliefs or ideas that are fused together by symbols into a formalized coherent framework 

or world picture, whose design frames boundaries of acceptable thought that reflect the prejudices and 

preferences of the dominant ruling groups, in order to mask systemic contradictions (Page 1991: 10).135 

Absent clarity, citizens submit to the paradigm set forth by the dominant class. 

Herbert Schiller (1973) wrote that manipulation works best when “evidence of its presence” is concealed 

(p.415). This purpose of keeping manipulation hidden is so target populations will assume the accounts 

are true, natural and impossible to avoid. Once manipulation has occurred, it follows that a duplicate 

reality is created that requires constant maintenance and this necessitates the rejection of truth. 

Manipulation is so widespread, observed Schiller that a “myth of neutrality” pervades society, in which 

manipulated populations think that the core institutions – “government, the media, education and 

science” – function without being overly compromised by vested interests. This media ritual cements an 

authenticity of media institutions to legitimize ideologically constructed news frames with a “common 

sense” façade that, as Fairclough (1995) observes, renders the underlying worldview invisible (p.42). 

As the discussion in chapter two outlined, Anglo-American financial oligarchs and an inner web of elites 

set a course to advance their interests under neoliberal regimes (Klein 2007; Shoup & Minter 1977). The 
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forgoing discussion implies that the major media outlets in the United Kingdom and the United States 

shape the boundaries of economic discussion and limit the kinds of ideas that are expressible.136 How 

then can one investigate and evaluate this general process? Peter Thompson (2009) has argued in 

“Market manipulation? Applying the Propaganda Model to financial media reporting” that content 

analysis which shows omissions from news reports will not explain “which of the filters were operative” 

and “whether any of the filters” can be correlated to the content observations (p.75). Thompson argued 

that it was necessary to provide empirical evidence regarding “how the filters are manifested in 

institutional processes of news production, rather than just the content.” He pointed out that content 

analysis by itself would be insufficient to determine whether the structural filters of Herman and 

Chomsky’s Propaganda Model had shaped media output. Thompson advocated investigation of the 

power relations between five structural news filters and the “independent variable” by which he meant 

an instrumental filtering mechanism that involved collusion or conspiracy. He referred to Oliver Boyd 

Barrett’s suggestion of a new sixth filter. 

Boyd Barrett (2004) defined his sixth filter as “the direct purchase of media influence by powerful 

sources, or the “buying out” of individual journalists or their media by government agencies and 

authorities” (p.436). Barrett assumes that such actions are departures from the routine of journalistic 

practices. In contrast, James Williams (2008) argued in “The lessons of ‘Enron’” that ‘media accounts’ of 

financial markets actively construct a depoliticized view that renders financial power relations as natural, 

normal and even something to valorize (p.479, 489). This means that when corporate and financial 

scandals arise, the news media frames them as anomalies and deploys sophisticated narratives that 

mask the systemic criminality involved (p.479). Williams’ asserted in his article, which appeared in the 

journal of Theoretical Criminology, that the news media conveyed attitudes that were complicit with 

white-collar crime by describing regulation as an ineffective tool, and by assuming that market crashes 

were beneficial for fixing exuberant speculation (p.478).  

Rather than news reportage and commentary being simply ideological expressions of elite views, 

Williams argued that the media were sites for what Michel Foucault called “discursive formations” 

(Foucault 1989 as cited in Williams 2008: 488). These are discussions, texts and narratives which 

define truths, delimit what can be spoken and shown, and demarcate that which is ‘unimaginable’ and 

therefore impossible (Fuchs & Graf 2010: 8; Williams 2008: 488). William’s argument supported the 

finding of Clark et al (2004) who stated that the financial media had become “a new form of discursive 

power in the financial markets” (p.290). In this way, Williams viewed markets as “cultural and symbolic 

spaces” (2008: 493), which are constantly reconfigured with the complicity of major media outlets 

(p.474).  

One important way that the print media masks discursive formations is by frequent use of anonymous 

sources from the government and financial industry (Sorkin 2009).137 Consequently, during the reporting 
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of the ‘financial crisis,’ the general and specialist news press attributed their sources in a generic ‘off-

the-record’ fashion, such as “these sources spoke on the condition of anonymity because they either 

were not authorized to speak or described private conversations,” “one banker involved in the talks,” 

“people familiar with the situation,” “one banker in London,” “one Fed insider,” and “in a private meeting 

with lawmakers, according to one person present” (Cho & Irwin 2008, September 16; Dash & Sorkin 

2008, September 18; Guerrera, MacIntosh, Sender & Scholtes 2008, September 18; Hosking & 

Kennedy 2008, September 17; Jagger, 2008, September 16; Solomon, Rappaport, Paletta & Hilsenrath 

2008, September 20). The normality of this practice is but one indicator that capitalism is a private 

political system. 

This routine practice of quoting elite sources ‘off-the-record’ also shows that for many journalists’ within 

corporate media, elite source dependency was endemic. This creates an immediate problem for readers 

because they cannot discern who is saying what and therefore they are positioned as spectators, who 

cannot see the behind-the-scenes game strategies. It also means that the news media is unable and 

unobligated to investigate events because their sources’ vested interests, career trajectories and place 

in the financial oligarchy’s web of power are rendered ‘invisible.’138  

The failure to conduct sustained, serious investigations into the root cause of crises is also indicative of 

buying-out at the editorial and executive level (especially when widespread wrongdoing becomes 

obvious). Thus, ‘buying-out’ is detectable by deliberate decisions to omit vital pieces of information, to 

disperse them across articles and to eschew critical interpretations of published material. The buying-

out filter leaves elite sources free to use the news as a means to manipulate public perceptions in 

regard to matters of acute public concern. Therefore, buying out here means those routine journalistic 

practices that result from conscious decisions to go along with the social norms of the elite milieu (See 

Appendix II, Figure 2).139 In other words, some journalists may internalize a deep institutional frame that 

reflects the collusive milieu in which they work, socialize and live. 

Stuart Allan has argued that the drawback with the Propaganda Model was that it could be seen to 

oversimplify the news media as “ideological machines” such that journalists are unwitting puppets, 

whose strings are being pulled by forces beyond a stage so big they cannot perceive its enormity, 

complexity and deviousness (Allan 1999).140 However, in response to these and other criticisms, 

Edward Herman (1998) noted that due to the strictures of professionalism – journalists can be oblivious 

to the broader, networked structures of power (Herman as cited in McChesney 1998). That said, not all 

journalists are ‘cut from the same cloth.’ Another important criticism of the Propaganda Model concerns 

the working of the news filters. Schlesinger (1989) complained that no theoretical basis was offered and 

noted that the model was not specific about whether all the filters work in combination or not. While a 

theoretical grounding would have strengthened their argument, Herman and Chomsky did provide 

extensive contextualization in their case studies of the US media’s coverage of American military 
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interventions in Central America and Indochina. Others have said that the model lacks wide applicability 

because it focuses upon the US-based mass media system (Corner 2003; Schlesinger 1989), but these 

criticisms ignore the impact of global media ownership on news coverage in different countries, the 

globalization of ‘free market’ discipline, including the corporatization of state-funded media outlets, and 

the universal stratification of wealth (Keating et al 2011; Davies 2009; Herman & McChesney 1997; 

McChesney 2004a; 2008; Mullen & Klaehn 2010).  

The forgoing explication of the political economy of the American and British media systems is pertinent 

to Herman and Chomsky’s observation that censorship in a propaganda system is particularly hard to 

detect. They argued that because the news media from time to time investigates wrongdoing inside the 

state apparatus and in the corporate world, it is not readily apparent that such exposés are usually 

tightly constrained (2008: 1). Herman and Chomsky noted that the limits of permissible discussion were 

difficult to see, rarely acknowledged and created a mediascape in which other ideas were “hardly 

imaginable” (p.2). Herman and Chomsky argued that the propaganda system was so effective at 

promoting the appearance of objectivity, that journalists often believed the illusion. Herman argued that 

the American media’s propaganda system was effective at generating agreement among the ruling 

class, creating perceptions of popular support, and propagating an environment of powerlessness, 

confusion and ignorance among the general population (1998: 19). One might realistically expect, 

therefore, to find evidence of this pattern in the media’s treatment of financial news, financial institutions 

and the relevant regulatory authorities. 

Financial Oligarchy and the Anglo-American Business-Financial 

Media: 1980s to mid-1990s 

The promotion of neo-liberal policies to justify the transformation of the financial system required the 

alignment of news media institutions with the dominant capitalist coalitions, which took shape amidst the 

economic and political crises of the 1970s and 1980s. At that time there was critical discussion in the 

news media about the criminal activities of large corporations (Tumber 1993). Consequently, the image 

of capitalism required a makeover. This task required a concerted sales effort with buy-in from 

academia, advertisers and a cottage public relations industry.141 Key to selling a positive image of 

corporate capitalism to society, couched in ‘free market’ rhetoric, was the employment of public relations 

to promote the global interests of financial capitalists (Burton 2007: 3; Davis 2000: 283; Miller & Dinian 

2000: 8).142 

During this time think-tanks, foundations, and other global policy-shaping groups and American 

universities also played major roles in the proliferation of financial capitalism. These organizations 

occupy the terrain between government organizations and universities (James 1993; Jarecki 2006), and 

have important symbolic power due to their history-shaping activities. Their status-conscious members 
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often move between the top posts in government and corporations and therefore perform a constitutive 

role in elite communications networks (Estulin 2009; Perloff 2008; Quigley 1966). Their research and 

publications steer government policy by informing specialist conferences, sponsored material and 

lobbying practices for favourable regulations (Estulin 2009; Ferguson 2011; Klein 2007; Perloff 2008; 

Schlesinger 2009: 7). Important global or supranational policy groups include: the Carnegie Endowment 

for International Peace (1910), the Rockefeller Foundation (1913); the International Chamber of 

Commerce (1919); the Royal Institute for International Affairs (1919); the Council on Foreign Relations 

(1921); the Ford Foundation (1936), the Bilderberg Foundation (1954); the World Economic Forum 

(1971); the Trilateral Commission (1973); the World Business Council for Sustainable Development 

(1995) and the World Trade Organisation (1995) (Abelson 1998; Carroll & Carson 2003; Denham & 

Garnett 1998; Estulin 2009; Lundberg 1968; Wormser 1958).143 In the US, the Financial Services 

Roundtable lobbies on behalf of Wall Street (Ferguson 2011), while in London, the City of London 

Corporation, a privately-owned municipal authority and tax-secrecy haven, is a powerful private lobby 

group for the interests of the financial district (Shaxson 2011: 74). Such policy-shaping and game 

strategy institutions are among the primary sources that frame the news.  

Academics from the business schools of America’s prestigious universities, such as Harvard, Columbia, 

Stanford and Princeton availed themselves as experts for the business-financial media (Ferguson 2011; 

Peet 2003: 204).144 These universities provided the intellectual arguments and the look of scientific 

rigour for economic strategies that were in essence subjective, ideologically driven expressions of 

oligarchic power systems (Ferguson 2011; Klein 2007: 56; Peet 2003: 203, 209). However, their 

embedded connections with the banking and finance sector were seldom disclosed. Consequently, 

academic participation in promoting the financialization of capitalism gave an air of independence and 

objectivity to the ‘sales effort.’  

This was especially ‘necessary’ because the increasing frequency of financial crises threatened the 

commercial interests of the super-rich (market crashes have an inherent tendency to scare people away 

from investing). Indeed, this ‘sales effort’ captured the 1992 American presidential campaign. William 

Jefferson Clinton’s provocative campaign slogan – “It’s the Economy, Stupid” – promoted the idea that 

economic salvation amid a recession lay with a reinvestment in the market, even though this meant 

generating monies out of the manufacture of government and corporate bonds and securities (Anderson 

& Jackson 2005; Grignon 2009). To this end, the ideology of financial capitalism developed through the 

convergence of new media and financial data technologies, and the supply of more ‘personalized 

finance’ stories (Clark, Thrift & Tickell 2004; Hope 2010; Parker 1999; Starkman 2009; Thompson 2003; 

2009; Tumber 1993).145 
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Mass media, business-financial media and financial volatility: 

1995-2007 

During the credit boom and high-tech stock bubble of the mid-to-late 1990s, finance became a 

ubiquitous commodity form packaged as news and entertainment on television channels (Clark et al. 

2004). Where before, the financial press had maintained a close symbiosis with important financial 

sector institutions, television media shifted the ground to connect consumer-investors to the media 

conglomerates (Clark et al. 2004). In their paper “Performing finance: The industry, the media and its 

image,” Gordon Clark, Nigel Thrift and Adam Tickell (2004) found the financial media worked to lure 

unsophisticated retail-level investors, or consumers, into capital markets by implying that information 

and communication technologies would equip them with enough understanding to compete with large 

financial firms (p.304).146 Paul Langley (2006) argued that the media actively participated in the ‘sales 

effort’ to normalize “the financialization of daily life” (Langley 2007: 75), as Randy Martin observed (2002: 

3).147 The idea was to create an ‘investor’ “consciousness and the production of the desiring financial 

subject” among ordinary people (Kenway & Fahey 2010: 721). Thus, ‘retail investors’ became attracted 

to ‘markets’ by the chance to become rich (Clark et al. 2004). 

However, it was difficult to discern what information had integrity, since the money and finance 

programs broadcast on television were filled with advice from experts who did not disclose their vested 

interests.148 They either appeared as guests, were used as sources or had themselves become 

celebrities (Clark et al. 2004; Layton 2003). By building emotion into the programmes, viewers would be 

manipulated into ‘exurberant behaviour’ for ready exploitation by fund managers (Clark et al. 2004: 295). 

In this way, both the press and the television media hyped the “new economy” ethos in the 1990s with 

CEO ‘valorization’ stories. Examples included regular BusinessWeek cover stories on “The Top 25 

Managers of the Year”; and Fortune’s annual roll-call of “The World’s Most Admired Companies” (Davis 

2007; Layton 2003: 22). Popular media also promoted bubble-boosting books that claimed trading 

indexes would keep soaring, such as David Elias’ Dow 40,000, which received widespread coverage 

(Augar 2005: 159; Layton 2003: 23).149 

Despite the best efforts of some business journalists to uncover wrongdoings on Wall Street and 

corporate America, their stories were “lost in a cacophony of naïve reportage” (Layton 2003: 21). This 

“naïve reportage” occurred in part because Wall Street investment banks had become central players in 

brokering first and second-tier media mergers and acquisitions (Augar 2005: 74-77; Layton 2003: 22). 

Indeed, The Wall Street Journal reported on “a new breed of Wall Street analyst” from investment banks 

whose job was to bias their opinions about the value of company stocks, and therefore move the 

markets to favour their merger and acquisitions deals (Layton 2003). Thus, the American financial and 

business media relied on ‘expert analysts’ whose connections to the stocks they were promoting 
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actually blurred the boundaries between providing analysis and product advocacy (Augar 2005: 159; 

Layton 2003: 26).  

Furthermore, the public did not know that many of the stocks issued internally had “lock-up 

agreements,” which meant the initial inside buyer could not on-sell the stock until a specified date (Ofek 

& Richardson 2003). The time-locked stocks, underwritten by major banks that often worked as 

syndicates, were frequently sold to firm insiders such as directors, executives and employees as well as 

institutional investors in direct share programs (DSPs).150 The time-locked insider stocks placed the 

universal banks and other institutional investors in a central position to exploit the asymmetrical 

information they held about these stocks (Griffin, Harris & Topaloglu 2006: 2, 25; Wilmarth 2009: 997-

1002).151  

On March 13 2000, America’s second largest stock exchange, the NASDAQ, dropped 4% (Engdahl 

2009: 321). Exactly, one week later, on March 20th, the dotcom-telecom bubble burst following large 

volume trading in US internet-tech stocks when the “lock-up” dates on huge blocks of internet stocks 

had expired and new shares entered the market (Ofek & Richardson 2003: 1132; Wilmarth 2007).152 

Insiders from the major banks were able to move the stock prices, and then withdraw by selling the tech 

stocks to retail investors before the market peaked. Numerous online companies failed through 2000 to 

March 2001 because they had relied on inflated stock values to support their fast growth, but lacked 

revenues high enough to sustain operational costs and repayments on debts (Augar 2005: 13-14). The 

news media were complicit in this boom and bust because they did not disclose their own ties to Wall 

Street, corporate America and large advertisers (An & Jin 2004; Clark et al. 2003). And, instead of 

disclosing the vested interests of their sources, the news media produced the “fawning CEO profile” and 

scapegoat stories.153 

Ironically, five days before the tech-stock bubble burst, a news story conducted as a co-assignment 

between The New York Times and ABC News revealed the unscrupulous financial engineering of banks 

and financial houses. This New York Times story, titled “Mortgaged lives: Profiting from the fine print 

with Wall Street’s help,” revealed the predatory behaviour of subprime lender First Alliance Corporation 

and those Wall Street firms who financed their business, including the now defunct Lehman Brothers 

(Henriques & Bergman 2000, March 15; Starkman 2009a).154 However, such warning stories of another 

bubble in formation were overshadowed by the drama of dotcom-telecom bankruptcies (Starkman 

2009a: 27).155 

Reportage on growing bankruptcies through 2000 and 2001, widened criticisms of the financial system. 

Bethamy McLean’s piece entitled “Is Enron over-priced?” in Fortune magazine on March 5, 2001, 

focussed on the Houston-based energy trader – Enron. At that time its stock price was climbing fast 

while most other tech stocks were plummeting. The article asked, “How exactly does Enron make its 
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money?” Despite the energy derivatives trader being ranked by Fortune as the ‘most innovative 

company in America’ for six consecutive years from 1995 to 2000, Wall Street credit analysts from 

Standard & Poors and Fitch admitted whimsically that they did not know either (Q & A: The Enron case 

2006, July 5; McLean & Eklind 2006, July 5). Enron’s chief financial officer Andrew Fastow did know, but 

stated that Enron did not want people to figure out its 1,217 trading books (McLean 2001, March 5).156 

Enron used a ‘Mark to Market’ accounting scheme, with initial limited approval from the Securities and 

Exchange Commission, that claimed income ahead of actual receipts. This created a false cash flow in 

expected earnings. Its self-generated energy based futures contracts effectively made Enron a “gas-

bank” (Wilmarth 2007: 101). Under the weight of federal investigations and litigations, Enron filed for 

Chapter 11 bankruptcy on 2 December 2001, with a book value of $64 billion (p.99).157  

Layton’s (2003) assessment of the American business media coverage amid the tech-stock crash of 

2000 to 2002 was that the news media switched from their “cacophony of naïve reportage” to a more 

sceptical tone as the crash unfolded (p.22).158 In “Making the world go round?” Thompson (2003) made 

the observation that a news media outlet’s reputation had become more about its ability to move 

markets through deployment of unique information, rather than its portrayal of underlying market 

circumstances (p.28).159 Thus, the Enron and WorldCom scandals demonstrated that share values had 

become the focus of a company’s worth, and that this criteria was used as a means to exploit investors 

(p.24, 26). Crucially, Thompson noted that the financial media typically reported shifts in prices and 

statistical values as though ‘the markets’ were a “force of nature” (2009: 85). This treatment of market 

data presumed objectivity, while the power relations and technological advantages that maintained 

informational asymmetries remained the untold story. 

Meanwhile, in the City of London, Aeron Davis found that the media were implicated in the creation of 

bubbles and busts (2005: 320). Davis stated that fund managers working for banks and other financial 

firms worked to detailed instructions and parameters that could potentially trigger ‘herd-like’ buying and 

selling (p.318). By using media publicity to exploit sizeable market movements, they magnified the 

regularity and magnitude of market volatility (p.304). The so-called ‘smart money’ traded both according 

to “consensus” views on perceptions about the way the market was likely to move and on retail 

investors perceptions about a stock’s fortunes (p.315). The UK news media’s culpability was obscured 

because although financial journalists criticized corporate activities, pro-capitalist ideological parameters 

were maintained, as James Williams found in the American media (Doyle 2006: 445-446). 

Thus, the Anglo-American news media played a powerful role in the construction and strengthening of 

market bubbles. When those bubbles burst, the media ritually repositioned itself among the innocent 

bystanders, like an arsonist, as the FIRE (finance, insurance, real estate) sector metaphorically 

exploded (Clark et al. 2004: 291). Except, the blaze was typically started by numerous criminal actors 
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embedded in the financial system. While the court case coverage of culpable actors from Enron and 

WorldCom were emphasized, the most-connected financial elites were not scrutinized. 

As the book The Smartest Guys in the Room: The Amazing Rise and Scandalous Fall of Enron (Mclean 

& Elkind 2003) and the film, Enron: The Smartest Guys in the Room (Gibney 2005) demonstrated, 

senior executives and their accountancy firm Arthur Anderson were not the only ones implicated in 

corporate scandals. Thirteen major banks were involved in the scandals of Enron and the large telecom 

conglomerate, WorldCom, and they were forced to pay $17 billion in fines, and settlements following a 

probe led by New York State attorney general Eliot Spitzer (Ferguson 2011; Wilmarth 2009: 1000-1001). 

But, their part in creating a dangerous speculative bubble, by keeping debts off the balance sheets, was 

not sufficiently addressed by the regulatory institutions (Chittum 2008; 2010a; Starkman 2009a; 

Wilmarth 2009: 1002). Nor did the news media investigate the systemic causes underpinning the tech-

stock bubble (Layton 2003; Starkman 2009a).  

In “The lessons of ‘Enron’: Media accounts, corporate crimes and financial markets,” which appeared in 

Theoretical Criminology, James Williams detected in his study of the Enron-WorldCom era of corporate 

scandals a “veiled and subterranean cluster of cultural narratives and discourses bearing on the nature, 

operation, and attributes of financial markets” (2008: 472).160 Thus, he found that markets were 

bestowed with “the status of a type of discursive object” which created a means to project the focus of 

discussion away from the criminality underpinning the scandals (p.489). Ironically, The Economist  

acknowledged the media’s “dishonorable part in helping to inflate the bubble,” but then deflected blame 

back to the callousness of Wall Street for “preach[ing] the gospel of the new economy and its 

productivity miracle” (The wickedness of Wall Street 2008: 11). By arguing in the June 8th 2002 edition 

that it was “time to praise the equity culture, not to bury it under laws and lawsuits,” the magazine was, 

in effect, signalling that the moment had come for the return of ‘business as usual’ reporting (p.12). 

Indeed, the financial reporting during the Enron-WorldCom era conveyed the idea that major corporate 

collapses resulted from aberrant capital market behaviour as encapsulated by the term ‘irrational 

exuberance’ (Williams 2008: 488). On this view, “moments of irrationality and madness” provided a 

conceptual referent upon which to anchor the idea that markets are rational in the absence of scandals 

and crises (de Goede as cited in Williams 2008: 489). In turn, market data was drawn upon to discuss 

impacts and solutions, wherein the right to speak was “heavily circumscribed” (490-491).161 This 

‘privilege’ was bestowed upon experts who could be trusted to enunciate on behalf of ‘the investor’ and 

‘market confidence.’ Such a treatment is ideological because it naturalizes ‘the markets’ and objectifies 

market-sourced data. Conspicuously, the prevalent news-frame attached blame to a few ‘bad apples’ 

with the assumption that speculative excesses were to be expected (Williams 2008: 477).162 The ‘bad 

apples’ metaphor assumed that once the rot was removed, ‘market confidence’ could return and 

investors could ‘trust’ again (Achbar, Abbott & Bakan 2005; Gibney 2005; Williams 2008). 
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Although it was evident that white-collar crime extended beyond Enron, WorldCom, and the other tech-

stock firms to the banking conglomerates, US news media outlets continued to valorize the American 

market economy (Williams 2008: 472, 480). The US citizenry’s blindness to the presence of an oligarchy 

ruling the political arena is due in no small part to the respectful treatment of highly-networked corporate 

elites by mainstream media institutions (Herman & Chomsky 2008; Johnson and Kwak 2010; Schechter 

2009b). Amidst such blindness, it was possible for The New York Times to publish an article in 2002 

that employed a ‘market reinvestment’ news frame:  

Only a restoration of the system of checks and balances that once protected the American investor – and that 
has seriously deteriorated over the past 10 years – can restore the confidence that makes financial markets 
work … What is at risk is the trust that investors, employees and all Americans have in our markets and, by 
extension, in the country’s future. (The New York Times 2002, 8 July as cited in Williams 2008: 484) 

In his article “Power Problem,” Starkman (2009a,b) and Ryan Chittum (2008, 2010a), from Columbia 

Journalism Review’s media research team called ‘The Audit,’ cited instances of the American financial 

press reporting on what amounted to ‘cognitive regulatory capture.’ One notable example from 2002 

was The Wall Street Journal’s “Friendly watchdog: Federal regulator often helps banks fighting 

consumers” (Bravin & Beckett 2002, January 28). However, Starkman and Chittum also found that in 

2003, the press “folded” when the federal regulators blocked state regulators efforts to gain stronger 

oversight of predatory lending practices (2009a: 30). The press downplayed or ignored the “story” that 

the federal regulators were colluding with the finance industry and returned to writing mostly consumer 

and investor oriented stories during the critical period of 2004 to 2006 (p.26). Consistent with previous 

bubbles, there was some reporting that was critical of dubious activities in Wall Street, but they were not 

the norm. 

During 2004 to 2006, Starkman (2009a,b) and The Audit team found that the nine prominent press 

outlets in their study failed to conduct critical investigations of key firms – New Century, Countrywide, 

Bear Stearns, Indymac, Lehman Brothers, Merrill Lynch and Citigroup – that subsequently faced 

bankruptcy, and/or were rescued with help of bail-out monies in 2007-2009 (Starkman 2009a: 28).163 By 

turning a wilful blind eye, Starkman argued, news heads “set the tone” and “set the frames” for 

predatory lending to make a comeback, despite the best efforts of many state officials to bring evidence 

of fraud to the attention of federal authorities and Congress (Starkman 2009a: 25, 30). Some stories 

warned that the housing bubble would not last. In June 2004, for example a headline in The Wall Street 

Journal warned, “Boom vs. bust: The housing-price run-up can’t last” (Carlton 2004, June 14).164  

Then, in 2005, certain stories covered cases of criminal and unethical activity by Wall Street and home-

buyer financiers. The Los Angeles Times investigated the criminal activity of mortgage lenders such as 

Ameriquest and others in 2005, and, importantly, revealed that more than 20 per cent of ‘credit-worthy 

borrowers’ were being tricked into accepting subprime loans (Starkman 2009a: 29).165 The Wall Street 

Journal published a story in June 2005 on proprietary trading, which occurs when securities firms use 
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inside information to bet in the markets. This ‘tip of the iceberg’ story involved Goldman Sachs, who 

evidently had learned their lesson when one of its trading units was disbanded (Raghavan 2005). This 

naïve story treatment left the reader to think that the global bank would behave more ethically in the 

future.166  

In the news media during 2005-2006 there was debate as to whether a house market bubble existed in 

the US, and if it did exist, what might happen if it burst (Glynn et al. 2008: 3). One “bubble-denier” was a 

columnist from The Wall Street Journal, Neil Barsky, who claimed in mid-2005 that there was no 

housing bubble (Barsky 2005, July 28; Glynn et al. 2008; Barsky 2005; Oberlin College 2010).167 

Economists such as Paul Krugman from The New York Times countered the “bubble deniers” with the 

succinct observation that bubbles burst when the belief that inflates them – ever rising prices - deflates 

(Krugman 2005, August 8). Another economist, Robert J. Shiller, who had studied housing bubbles in 

various places going back four centuries, told The New York Times that housing bubbles usually ended 

badly, and a recession would likely follow (Leonhardt 2005, August 21). Subsequent investigations did 

show that there was a housing market bubble (Bonner & Wiggin 2006; Ferguson, 2011; Hudson 

2007).168 

From 2005 to 2007, some journalists wrote stories that either warned of dubious financial practices, its 

complicated products and the dangerous bubble of debt perceived as ‘growth.’169 Accordingly Gillian 

Tett, writing for the Financial Times, conveyed her assessment of the financial industry and in particular 

credit derivatives from early 2005 through 2007.170 However, like other journalists, her criticisms were 

partial rather than fundamental.171 For instance, in “No turning back the revolution,” Tett (2007, May 25) 

interviewed Robert Merton, the co-inventor of a model that theorized a way to price derivatives, who 

emphasized the key features of derivatives - efficient risk transference, customized contracts and 

embedded policy implementation (Johnson & Kwak 2010). But, Tett underplayed the fact that global 

banks, as the leading underwriters of derivatives, were able to extend their economic power and 

influence. 

Absent from financial reporting were the crucial investigations of the institutionalized criminal activity of 

Wall Street, which is what was needed to galvanize public action (Schechter 2009b; Starkman 2009a,b). 

Typically, the news media focussed on surface happenings with a short-shelf life, and overlooked the 

underlying causes that would have explained bubble formation before the crises actually arrived (as 

financial historians have observed) (Curran 2002: 138 as cited in Cooper 2003: 89; Kunczik 2001: 4). 

They highlighted the most obvious unsound mortgage contracts, and their warnings about the housing 

bubble lacked contextualization. While individual journalists were obviously concerned, their warning 

stories reflected a bi-polar-like oscillation between a ‘business as usual’ assumption and a ‘neutral 

bystander’ posture (toward bad financial activities). At this time, all major news outlets were still 
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promoting the financial sector; a stance which was maintained until the near-collapse of Northern Rock 

in mid-September 2007.172 

The forgoing lack of critique of the growing housing bubble happened, in part, because such stories did 

not fit with neoliberal ideology, whereby owning a home was both a ‘consumer identity project’ and a 

means of economic advancement. Middle and upper middle class home owners were encouraged to 

take out equity to invest in real estate. Real estate advertising and home improvement marketing via 

reality TV programming, print and radio media together created a landlord investment culture in the 

United States and the United Kingdom (Langley 2006: 291). Since the means by which investors 

accumulate profit is through risk, researchers explored the idea that media and communications 

systems were being used as mediums and carriers of risk (Thomson 2003; Williams 2008). Researchers 

found that the news media was implicated in moving markets (Davis 2005; Starkman 2009; Thompson 

2010a). Additionally, the news media operated to magnify information asymmetries between insider 

institutional investors and their targeted audiences for personal finance news (Clark et al. 2004; Hope 

2010; Langley 2004; Saxton 2008; Thompson 2003; 2010b; Williams 2008). Indeed, major media outlets 

were ‘performing the news’ (Clark et al. 2004).  

There were warnings from others, including British economist Michael Rowbotham in 2000 with his book 

Goodbye America! Globalisation, Debt and the Dollar Empire, ‘literary economists’ Bill Bonner and 

Addison Wiggin on their The Daily Reckoning website, Danny Schechter with his 2006 documentary In 

Debt We Trust and Ann Pettifor’s book The Coming First World Debt Crisis (2006). Bill Bonner and 

Addison Wiggin, who saw the “rise of an epic financial crisis,” observed in their book Empire of Debt that 

people were buying houses in the expectation that they could sell them and make ‘profit’ on the margin. 

“Houses have become like futures contracts,” they wrote, before the US housing market bubble 

eventually burst (2006: 278). But, such voices were barely heard because, as the Propaganda Model 

would predict, they either lacked the ‘source-worthiness’ that is automatically conferred to elite 

institutional voices or they were ridiculed as nay-sayers on the business and financial channels 

(Ferguson 2011; Schechter 2009b).  

As the financial markets became more volatile in late June 2007, attention centred upon elite financial 

sources, albeit with highly constrained news frame deployment. When two investor conferences 

occurred simultaneously, one in New York and the other in London, the reporters who covered the 

events failed to investigate the veracity of the claims made by two elite figures who spoke at the events; 

Goldman Sachs’ CEO, Lloyd Blankfein and Merrill Lynch’s CEO, Stanley O’Neal (Harper & Keoun 2007, 

June 27).173 Speaking at the Euromoney Institutional Investors London conference, O’Neal stated that 

he did not see much risk of major credit market contagion (Boyd & Keoun 2007, June 27; Harper & 

Keoun 2007, June 27). Meanwhile, from New York, Goldman Sachs CEO Lloyd Blankfein was widely 

reported to have said that if perceptions were to change dramatically, the risk of a credit crisis could 
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intensify swiftly (Bawden 2007, June 28; Cimilluca & Lucchetti 2007, June 28; Evans-Pritchard 2007, 

June 29; Ng, Lauricella & Aneiro 2007, June 28).174 Less quoted was Blankfein’s remark “we are 

organising ourselves like the market is undervaluing risk” (Kouwe 2007, 28 June).175 In The Times, The 

Wall Street Journal and Bloomberg Blankfein was quoted that he did not think the takeover boom, 

funded by private equity firms and major banks, had peaked (Bawden 2007, June 28; Cimilluca & 

Lucchetti 2007, June 28; Harper 2007, June 27). 

On the whole, from 2000 to 2007, the complex array of financial products were promoted as safe 

investments even though their central feature – uncertainty – was built into the technologies (de Goede 

2005 as cited in Langley 2006: 291-292). Financial reporting portrayed data as though they were hard 

scientific facts, when in reality they were symbolically embedded representations of financial 

communities’ perceptions about the future. Moreover, these perceptions were based on subjective 

judgments relating to power-specific strategies that attempted to shape the future, while many of the 

professionals involved did not have a full grasp of the big picture. These shortcomings of news coverage 

occur in part because a conventional wisdom prevails that finance is a rational, technical field within the 

science of macro-economics (Nitzan & Bichler 2009; Williams 2008). The reported activities of ‘market 

actors’ are thereby severed from politics, ethics and reality itself as they watch the screens, read reports 

and react to the news (Langley 2006; Thomson 2010a). Less reported upon, however, is the fact that 

key financial, regulatory and monetary policy actors work collusively to shape events toward the next 

‘crisis.’ 

News media representations of financial collapse 2007-2010: 

Academic research findings 

As the financial crisis deepened throughout 2007, 2008, 2009 and 2010 numerous academic studies of 

the media’s behaviour and performance emerged. These critical studies of major news outlets and 

political debate ranged in their focus. Some pointed out the switch from pre-crisis “intellectual 

paradigms” to crisis ‘knowledge tools’ (Fisher & Malde 2011; Gowan 2009: 113); or the use of rhetorical 

language and ideological statements to anchor a new financial regime (Fuchs & Graf 2010). Others 

critiqued the use of fear to spread an emotional-financial contagion (Kenway & Fahey 2010; 2011); or 

observed the expectation promoted by the news media that the $700 billion US bailout was a 

requirement rather than a choice (Thompson 2009). Eric Wilson (2009; 2010; 2011) argued that a 

network of politically and economically powerful elites had constructed a financial-political-legal criminal 

arrangement that exploited the speed of unfolding events.  

An ‘accidents theory’ had characterized “mainstream debate”, wherein it was inferred that the crisis was 

due to the chance outcomes of decisions taken by institutions including regulatory authorities, such as 

the Federal Reserve, ratings agencies and banks (Gowan 2009: 109).176 However, Peter Gowan (2009) 
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essentially outlined a Wall Street-Washington Complex, wherein there was an established alignment 

between Wall Street and Washington, which signalled a “well-integrated project” (p.109). Gowan stated 

that key figures in Wall Street and Washington did not believe the ‘free market’ ideology. Rather they 

recognized its utility as a vehicle for legitimacy (p.110). Meanwhile, in the City of London, bankers had 

simply picked up a different set of knowledge instruments or heuristics tools from the ones that had led 

to the bust, and then resumed with the pre-crisis instruments once the urgency had passed (Fisher & 

Malde 2011). Heuristics here means knowledge instruments employed for reasoning that can be applied 

to tasks (Fisher & Malde 2011: 156). 

Indeed, sophisticated actors use rhetorical language and ideological statements to influence other elites. 

Importantly, such statements are also deployed to sway public opinion so that the proposed actions 

become “sufficiently consensual” (Fuchs & Graf 2010: 8). The term ‘sufficiently consensual’ here means 

those activities that seek to ‘anchor’ a value or norm within the social matrix so that the proposed 

actions become possible and understandable. In their paper entitled “The Financial Crisis in Discourse,” 

Doris Fuchs and Antonia Graf (2010) argued “[t]he re-signification of established norms goes hand in 

hand with their enlargement” (p.10).177 They ‘mapped’ the patterns of discourse in the reportage of one 

of Germany’s newspapers, Die Zeit during the crisis period from October 2007 to December 2009. 

Fuchs and Graf observed that the core assumptions underpinning the financial, economic and political 

systems of the big countries in the news were not explored in a systematic way. They found that there 

was no “re-signification of discourse” in regard to how Europe’s societies and the economic system 

were organized (p.27). This finding infers that the expectation of bailouts was already an established 

norm among European elites.  

Importantly, Gowan makes the astute observation that “financial regimes” are more the result of “power 

relations” than they are “products of intellectual paradigms” (2009: 113). For my purposes this 

observation is significant. It supports the view that ideological symbols and meanings within news 

frames are there to manipulate news audiences for the benefit of the Anglo-American financial oligarchy. 

Indeed, policy transformation during market volatility could not happen without the news media 

performing their function as “vectors” in the transmission of emotional contagion (Gibbs 2001; Kenway & 

Fahey 2010: 718). Kenway and Fahey (2010) proposed the idea of global emoscapes in their study of 

the financial crisis (p.718).178 In the process, beliefs and concepts are “smuggled” in with media frames. 

The sudden system-wide re-classification of ‘debt’ as an ‘asset’ in 2007 is a concise example of 

packaging fear as a toxic emotion (Kenway & Fahey 2010; Wilson 2010: 4).179 This meant that financial 

elites and oligarchs passed on their problems – debts – to others, by re-categorizing them as ‘toxic 

assets.’ Wilson argues that this re-classification represents a replacement of the ‘real’ for the ‘virtual’ 

(2011). Then, at the moment the market collapse occurred an “atmosphere of catastrophe” was created 
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in news stories, which spread a global emoscape of fear and anger (Kenway & Fahey 2011: 172). In 

effect, this means the public were treated as a means of magnifying a financial contagion. 

A key omission in the US and UK financial news media’s coverage of the financial crisis was credit/debt 

creation by private banks (Thompson 2009: 82).180 Peter Thompson argued that this was possibly due 

to the “complexity” and restrictions of mass media news formats, rather than the influence of news filters 

(as described by the Propaganda Model). However, he added this omission fitted the Propaganda 

Model’s prediction that the news media limits the public’s knowledge of issues by making news conform 

to dominant ideologies. Here, there are additional considerations to bear in mind. 

Derivatives as commodity money travel digitally at light speed between public exchanges, the payments 

systems of the City, Manhattan and other financial business districts and through offshore financial 

secrecy jurisdictions. A lack of transparency, or informational asymmetries, inherent to these almost 

invisible flows is structured into 21st century finance (Shaxson 2011; Wilson 2010: 3, 23-24, 26-27; 

2011). Indeed, asymmetric financial environments allow elite and oligarch criminals to pursue their 

‘power crimes’ with impunity. Such environments are termed ‘criminogenic’ (Wilson 2009: 414; 2010: 27; 

2011). “Elite criminals” who practice fraud and corruption, Eric Wilson argues, “optimize” their power and 

prestige through the construction of networks that work to minimize the risks of detection and maximize 

the payoffs (Wilson 2009: 414).181 Because transactions that occur at light-speed combine with the 

instantaneity of global communications – an “optical disappearance” of the power crime involved is 

achieved (p.414). In other words, the ‘crime’ becomes an ‘invisible non-event’ defined in terms of an 

‘accident’ (Gowan 2009; Wilson 2011). 

Crucially, in terms of this study, Wilson argued that “the essence of power crime is the control over 

definitions, perceptions, and appearances” (2009: 414; 2010: 21). The result is like an optical effect 

because it is difficult to pinpoint even basic details such as location and time. Therefore, the detection of 

patterns, identities and institutional connections over time becomes problematic. By exploiting speed, 

criminal elites and oligarchs are able distort perceptions about the facts of events and why they occur. 

Thus, “low velocity political deliberation and public accountability” is subsumed by high-velocity “market 

forces” and highly-networked private interests (Wilson 2009: 419). It is in this way, that “politics 

‘disappears into aesthetics’ ” – as Eric Wilson puts it (2009: 418; 2010: 11). In this process, the splicing 

of space and time and kinetic image sequences mask “speed-politics” with a copy of reality (2010: 6, 8, 

11-12). Thus, it would appear that the news media, acting as ‘vectors’ of ‘emotional contagion’ assisted 

the ‘speed-politics’ that underpinned the ‘crisis,’ amid an ‘atmosphere of catastrophe.’  
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Conclusion 

As the Anglo-American financial oligarchy used their power to shape macro-economic and banking 

legislation during the 1980s, 1990s and 2000s they gained further control over communications and 

media systems. The financial oligarchs could, for example, create credit/debt financial derivatives to 

‘fund’ the buy-outs of media outlets and concentrate media ownership. Through their formidable scale, 

prestige, linkages and reach the ‘big 7’ media conglomerates that emerged in 2001 were in a position to 

dominate news content and restrict the diversity of ideas and discourses to those that supported ‘free-

market’ ideology. As these conglomerates were controlled by oligarchic-elite networks that connected 

banking, advertising, public relations, academia, think-tanks, foundations, global policy-shaping groups 

and the executive state, oppositional voices were largely excluded. Other second tier media groups with 

significant news outlets also retained their influence to deliver oligarchic-elite propaganda.  

In the first phase of free-market deployment, corporate public relations grew in importance during the 

1980s in order to combat damaging investigative reportage in the 1970s and to promote neoliberal 

policy transformations. During the 1990s, or second phase, a massive ‘sales effort’ was undertaken to 

position American and British populations as financial subjects of a global investor class. Numerous 

researchers found that journalists and news outlets were implicated in actively promoting an exuberant 

‘investment’ culture without disclosing conflicts of interests involving expert financial sources. When the 

tech-stock bubble burst in March 2000, the major media outlets became ‘neutral bystanders.’ Because 

they were implicated in causing the market boom, the major media outlets failed to investigate the 

systemic causes of the tech-stock bubble and therefore the collusive power relations of the Wall Street-

Washington-City Casino Complex were censored by ‘unofficial means’ (Doyle 2006; Ferguson 2011; 

Layton 2003; Starkman 2009a; Williams 2008).  

Once prosecutions of the Enron-WorldCom era were underway, the news media shifted from a ‘neutral 

bystander’ posture to that of a ‘business as usual’ role. This coincided with the growing tempo of US real 

estate speculation. During this period, news audiences were strongly encouraged to borrow against 

their homes to ‘invest’ in more houses and buy-into the ‘financialization of daily life.’ The news stories 

that did serve as warnings of a dangerous speculative bubble, systemic fraud and a growing debt crisis 

were out-numbered and given less prominence, resources and time than stories encouraging market 

participation (Gowan 2009; Starkman 2009a,b). 

As the Propaganda Model could predict, the news media was biased toward elite sources, failed to 

show the networked ties between key financial actors and institutions, and denied sufficient space to 

non-establishment sources so that other narratives could be articulated. Because financial news had 

become a performance, consumer-investors were once again manipulated into an exuberant 

participation through reassuring stories that the financial system was robust, oversight was sound and 
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that the boom was ongoing (Clark et al. 2004; Layton 2003; Starkman 2009). These depictions 

precluded radical critiques of the Anglo-American financial oligarchy. Once the financial crisis emerged 

in early August 2007, the news media obscured its root causes. The news media contributed to the 

crisis by creating a global-scale ‘emotional contagion’ or ‘emoscape’ that transformed uncertainty into 

fear. This fear subsequently spread throughout financial markets and created a feed-back loop into the 

coverage of the crisis. Since the financial oligarchs and elites occupying key posts in the Wall Street-

Washington-City Complex controlled criminogenic environments, they were well-positioned to construct, 

manage and escalate the crisis in accordance with their objectives.  
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Chapter 4 : Mass media, business financial media and the 

financial crisis of 2007-2008 

This chapter explores the Anglo-American news media’s coverage of the financial crisis starting with the 

bank-run on Northern Rock of mid-September 2007 and ending with the imminent collapse of Lehman 

Brothers on the Sunday evening of September 14 2008. The news coverage is examined with regard to 

the collusive abilities of financial oligarchs and the major media conglomerates to construct a ‘crisis’ 

narrative. As crisis management expert Paul ’t Hart observed, ‘crises’ can be contrived and manoeuvred 

by actors within and external to the state apparatus (1993: 37), and provided they can control the 

ritualized symbolic actions, they can also constrain the meanings (p.41). In an atmosphere of calamity 

and urgency, those who control perceptions about what caused the crisis and what might resolve it, will 

tend to gain politically (’t Hart 1993: 40). Therefore, the construction of events under the rubric of a 

‘crisis’ “creates a self-binding dynamic,” since the act of characterization is rhetorical and lends itself to 

semantic descriptions (’t Hart 1993: 42).182 As such, during the emerging ‘global financial crisis,’ the 

‘neutral bystander’ posture was adopted in order to construct a ‘rescue’ master frame that would be 

used to position the unfolding events (See Appendix III, Figure 3: ‘Rescue’ Master Frame).  

During crises, the news media drop their routines in order to maintain their position at the centre of the 

action as a legitimizer of ‘truth’ (Riegart & Olsson 2007: 147). However, if the threat is deemed dire 

enough the news media will maintain a ‘respectful distance’ from those conferred with authority to deal 

with the ‘crisis’ (’t Hart 1993: 46). In financial crises, the ‘neutral bystander’ posture is adopted to mask 

the fact that news outlets have dispensed with the ‘business as usual’ role until the ‘crisis’ is perceived 

to have passed.183 In other words, the ‘neutral bystander’ posture is a strategy to deflect attention from 

the media’s own culpability in downplaying the emergence of the crisis. The ‘rescue’ master frame omits, 

denies or ridicules the idea that the crisis in question is itself a construction of financial oligarchs. To this 

end, the ‘rescue’ frames are filled with obvious and subtle inconsistencies that require deliberate 

masking efforts and crisis rituals to obscure the power relations at stake. Therefore, each news story 

contributes to a ‘crisis’ picture which forms, over time, a narrative arc.  

In the following pages, key events in the ‘crisis’ narrative arc, their significance to the financial oligarchs, 

and to public understandings will be outlined (Frensham 2003). The events include: the bank-run and 

‘rescue’ of the British retail bank Northern Rock in September 2007 and February 2008, respectively; 

the simultaneous take-downs of Bear Stearns and Wall Street ‘arch-enemy,’ Eliot Spitzer, the governor 

of New York. Other events are the Senate Banking Committee hearing into the demise and takeover of 

Bear Stearns in mid-March 2008. It also outlines the Treasury’s “Break the Glass” ‘contingency plan’ to 

‘rescue’ the financial system, written in March and April 2008. Also covered are two speeches, one 



66 

given by a former vice-chairman of the Federal Reserve, Alan Blinder, and the other by the current 

chairman Ben Bernanke, to central bankers at Jackson Hole, Wyoming in August 2008; and the ‘rescue’ 

of the American home finance giants, Freddie Mac and Fannie Mae in early September 2008. It finishes 

with the weekend ‘crisis’ meeting of September 12 to 14 2008 at the Federal Reserve Bank of New York, 

ostensibly an attempt to ‘rescue’ Lehman Brothers.  

--------------------- 

Northern Rock 

Throughout the northern summer of 2007, United Kingdom investors assumed that destabilizing 

financial markets would only affect the shadow banking system and American home-mortgage lenders, 

such as Countrywide (Tett 2010: 228). However, that assumption was soon to be shattered. Northern 

Rock informed the UK Financial Services Authority on August 13 2007 that it was in financial trouble. On 

September 13, 2007, Her Majesty’s Treasury, the Bank of England and the Financial Services Authority 

reached agreement to finance a ‘rescue’ of Northern Rock (Yorulmazer 2009: 4). That evening, a BBC 

business editor, Robert Peston announced that Northern Rock had gone “cap in hand” to the Bank of 

England (Northern Rock gets bank bailout 2007, September 13; Tett 2010: 228). This news was 

beamed to global markets near-instantaneously. Northern Rock’s website allegedly crashed soon after 

as savers attempted to withdraw their deposits én masse. The following morning, images of the 

inevitable bank-run, depicting worried customers queuing at various Northern Rock branches around the 

United Kingdom, were beamed live around the world (Hosking, Seib, Leroux & Gilmore 2007, 

September 15; Reed 2007, September 14; Tett 2010: 229).  

The pictures of ‘the common people’ behaving in an extraordinary manner grabbed the attention of 

news audiences.184 The coverage also reflected a sudden change from the news media’s prior 

‘business-as-usual’ role to the ‘neutral bystander’ posture (Tett 2010: 228). The event was conveyed as 

an unexpected shock and therefore Northern Rock could be deemed as worthy of a ‘rescue’ (Hosking et 

al. 2007, September 15; Larsen & Giles 2007, September 14; Seagar 2007, September 14).  

But, the news media and particularly the financial media had been complicit by framing financial sector 

activities as ‘innovative,’ instead of questioning the changing relationships between ‘lenders’ and 

‘borrowers.’ Northern Rock had been deeply enmeshed in selling subprime mortgage-backed securities 

with Lehman Brothers (Engdahl 2009: 365; Tett 2010: 229). As the Northern Rock crisis became public, 

their “innovative business model” was re-framed as a “dangerous business model” (The Bank that failed 

2007, September 20; Reed 2007, September 14). This was apparent in an article headlined “Run on the 

Bank” in The Times’ wherein reporters stated that the bank “risk[ed] being accused of over-aggressive 

lending” (Hosking, Seib, Leroux & Gilmore 2007, September 15). In “Crisis at Northern Rock,” 
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Bloomberg reported that the bank financed its activities mostly by raising funds in capital markets, while 

just under a quarter of its funds were raised through deposits (Reed 2007, September 14). None of the 

articles that covered Northern Rock’s bank run explained how debt leverage and private credit creation 

worked.  

Instead, the news coverage focussed on the ‘rescue’ with references to the capacity of central banks to 

be a ‘lender of last resort.’ Numerous newspapers noted that Mervyn King, the governor of the Bank of 

England, had sent a communique to the House of Commons’ Treasury Committee on September 12, 

that bank bailouts were a “moral hazard.”185 Moral hazard in banking and finance allows institutions to 

undertake risky activities in the belief that their solvency is government guaranteed (Kostovetsky 2009). 

Bailouts are therefore a form of contrived wealth transfer from the public to the rich (Tollison 1982). The 

news media dutifully reported King’s stance widely on September 13. The British press failed to 

examine whether King’s claim that “moral hazard … was no abstract concept” matched up with a 

possible covert central bank strategy (Giles & Daneshkhu 2007, September 12). Political actors, 

whether they work in government institutions or in private enterprises, have incentives to smooth over 

concerns during crises, either because they do not want to make them worse, or because they are 

acting collusively to set a course toward a climax, from which they expect to gain in its resolution (’t hart 

1993: 37, 41; Winters & Page 2009). In this way, King signalled to astute financial actors that a new 

norm was being anchored – the ‘rescue’ master frame – involving a ‘moral hazard’ activity or bailout 

(Fuchs & Graf 2010).186  

The British financial authorities let the bank-run continue for four days before they formally announced a 

bailout (Preston 2007, October 16; Tett 2010: 230). By making his white paper entitled “Turmoil in 

financial markets: What can central banks do?” public the day before the three British monetary 

authorities covertly agreed to bailout Northern Rock, King ensured that the news media was primed for 

an intentisification of the financial ‘crisis’ (King 2007). Thus, when the BBC ‘leaked’ Northern Rock’s 

plea for help on the evening of September 13, the ensuing spectacle of a ‘traditional’ bank-run was 

intended to divert attention from the bank-run Northern Rock had already endured in the shadow 

banking system (Buiter 2008a: 42; Reed 2007, September 14; Tett 2010: 229).187 The public’s 

participation was also necessary to intensify anxiety and fear in order to manufacture their ‘consent’ for 

a bailout. The appearance of a reactive ‘rescue’ approach obscured the City of London Corporation’s 

position – a municipal authority that owns London’s square mile financial district – as a closely 

networked tax-secrecy haven for financial oligarchs and assorted ruling elites (Palan et al. 2010: 39, 135; 

Shaxson 2011: 67-74, 86-87). In this regard, Northern Rock’s use of the United Kingdom-protected tax-

haven – Jersey – was obscured not only by the ‘rescue’ frame, but by reportage suggesting that the 

troubled building society was based in Newcastle (The bank that failed 2007, September 20; Seagar 

2007, September 14).  
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An Economist editorial entitled “The bank that failed” that appeared on the same day that King was due 

to appear before the Treasury Committee – September 20 2007 – referred euphemistically to Northern 

Rock’s “dangerous business model.” The Economist editor explained that the troubled retail bank grew 

“too fast by raising most of its funds from the money markets rather than branch deposits” (The bank 

that failed 2007, September 20). By doing so, The Economist was deploying a personalized scapegoat 

frame in which Northern Rock was being held culpable, while other British-domiciled banks were not. 

The Economist avoided revealing how the City-Tax Haven Complex was structurally entwined within the 

United Kingdom’s political economy and the global financial system.  

The Telegraph carried a crucial statement from a former Bank of England official, stating, “Don’t expect 

the Treasury to place civil servants at the helm” of Northern Rock (Aldrick & Dey 2007, September 21). 

This maritime-imbued metaphor is important because when HM Treasury announced on February 17, 

2008 that it was going to nationalize Northern Rock, news outlets reported that some changes would 

occurr in executive positions. The news media reported upon the appointment of Ron Sandler and 

praised him for having “rescued” Lloyd’s Bank from collapse in a previous financial crisis.188 Less 

reported was the appointment of Ann Godbehere, formerly chief financial officer at a Swiss bank (Desai 

& Jones 2008, February 17; Scan 2008, February 17). She would take charge of finance and treasury 

duties at a time when the funds of Northern Rock’s accounts were still passing through the Channel 

Islands’ tax-secrecy haven of Jersey (Kellaway 2009: 18-22).189 

Northern Rock’s “dangerous business model” was actually a sophisticated accumulation strategy 

embedded in the assumption that certain financial institutions had become ‘too big to fail.’ This matter 

was addressed by the United Kingdom’s National Audit Office, albeit in an esoteric style. It described 

Northern Rock as a holding company legally owned by trust companies registered in Jersey (Kellaway 

2009). The National Audit Office’s “Public sector interventions in the financial crisis” report claimed that 

the profits of the holding company, Northern Rock plc went to a charity (p.21). However, the charity in 

question, Northern Rock Foundation, stated on its website that it only received 1% of Northern Rock’s 

pre-tax profits (Northern Rock Foundation n.d.). The mortgage payments received by Northern Rock 

were paid into mortgage trusts that were incorporated in Jersey and managed by four directors from 

Northern Rock plc’s legal firm (Kellaway 2009: 21; Palan et al. 2010: 1). But because Northern Rock 

also raised around three quarters of its financing from capital markets, the financial interests in the 

mortgage trusts included Special Purpose Vehicles which were not legally owned by Northern Rock plc, 

(they were subsidiaries of Granite Master Issue plc). Therefore, the beneficiaries were investors in 

Northern Rock plc, the bond-holders who bought corporate bonds from the Special Purpose Vehicles, 

and the investors in Granite Master Issue plc (Kellaway 2009: 20-22). 

In light of this finding, Godbehere’s appointment by Her Majesty’s Treasury meant that as Northern 

Rock’s CFO and treasurer, she was in the contradictory position of having to remedy the bank’s 
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difficulties while generating profit to meet financial contracts owned by the trustees of Special Purpose 

Vehicles domiciled in a Crown-dependent tax-secrecy haven. However, public news outlets and the 

financial press overlooked this conflict of interest and bought into the government’s claims that United 

Kingdom taxpayers would, somehow have their exposure as ‘insurers of last resort’ recouped.  

As ’t Hart described (1993), powerful groups use the media to relay information to “crisis stakeholders” 

(p.44). The ‘leak’ of Northern Rock’s dire financial situation on September 13 to the BBC signalled to 

heads of major news outlets that they should not investigate the criminogenic network of the City. 

Rather, the ‘leak’ conveyed the coded message that the Anglo-American financial oligarchy had made a 

decision to ‘go live’ with the ‘financial crisis.’ Indeed, the choice of Godbehere to save Northern Rock 

was symbolic too, since her name lent this exercise in wealth defence a ‘deux ex machina’ metaphor to 

signal that a ‘rescue’ master frame had been established.190 It was crucial that the crisis journalism 

stricture of a ‘respectful distance’ be obeyed since the contradictions that might enter the daily ‘rescue’ 

frames were the major vulnerability of the Anglo-American financial oligarchy. 

Bear Stearns 

What did receive considerable attention on both sides of the Atlantic was a character assassination 

piece that appeared on the front-page of The Wall Street Journal on November 1, 2007 (Kelly 2007, 

November 1). The article alleged that the CEO of Wall Street’s fifth largest investment bank Bear 

Stearns was unreachablely located at a bridge tournament, while two of its hedge funds collapsed in 

June 2007 (Burrough 2008: 79). While the story was picked up by the news wires, TV stations and 

press - and carried James Cayne’s rebuttal - what was largely avoided was critical scrutiny concerning 

the professional lives of Wall Street’s other CEOs, CFOs and directors, along with federal regulatory 

officials.191 Furthermore, no one asked why it was that Bear Stearns’ CEO was being singled out, when 

it would have been easy to find fault with all the leading players. This matter is addressed in Charles 

Ferguson’s documentary Inside Job (2011). Nor did any story investigate Wall Streets’ institutional ties 

to the major news outlets. In terms of the ‘crisis’ narrative, this news event was a ‘hook’ constructed to 

catch the attention of American news audiences. It relayed an account of an extraordinary person doing 

an ordinary thing at a time when all was not well (Frensham 2003: 111-112). This news was also a 

‘ritual of animosity’ that served the important function of stigmatizing Bear Stearns in the public’s mind, 

so that it could be effectively scapegoated when the time came to take it down (’t Hart 1993: 44. See 

Appendix IV, Fig. 4). 

On March 5, an investment analyst Ben Sedacca posted on his website a warning that Bear Stearns 

and Lehman Brothers were vulnerable to increasingly expensive short-term funding costs (Cohan 2009: 

3-4, 12-13). The overnight loan markets that banks, brokerages and other financial institutions utilize as 

a borrowing resource (through the issuance of very short-term ‘commercial paper’), were becoming 
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more risky. Borrowers were using credit default swaps and collateralised debt obligations as hedges 

against their trades.192 The annual cost of credit default insurance against $10 million of Bear Stearns’ 

debt had gone from below $100,000 a year previously, to over $600,000 on March 10. Credit default 

swaps however were not simply a mechanism to insure debt exposures (Tett 2010: 255). They also 

work as a means to speculate on the likelihood that a firm will go into default, since buyers in credit 

default swaps do not need to own the underlying debt (Brown 2010: 368; Johnson & Kwak 2010: 82, 

173). These high fees and premiums represent ‘sunk costs’ that are suggestive of collusion – as cartel 

theory predicts (Ayres 1987; Marks 1986). In “How cartels punish: A structural theory of self-enforcing 

collusion,” Ian Ayres (1987) argued companies that comprise a cartel create sunk costs for themselves. 

They can do this by “posting bonds” which are in effect “hostage exchanges” designed to deter rivals 

from breaching the cartels’ agreement (p.310). ‘Sunk costs’ here means investing money in financial 

products that would lose value if the other cartel members breached the collusive agreement. In other 

words, their bets were “irreversible or “sunk” ” (Ayres 1987: 310).  

In this context, the spikes in credit default swaps constitute “economic evidence” of “parallel behaviour” 

which is a crucial test to prove collusion (Marks 1986: 396, 403). Parallel behaviour must reveal 

“conscious parallelism” which means commercial behaviour that displays the same pattern, wherein 

rivals are aware of their competitors’ activities, and that the content of this awareness is factored into 

their actions. Neal Katyal has argued that a “sunk cost trap” dynamic is created when people commit to 

a specific course of action that binds them and “escalates previous behaviour” (2002: 1337). 

Consequently, corrective action by colluding players to serve their secret goals, or “enjoinable conduct,” 

can be expected to surface in the news (Marks 1986: 396). Enjoinable conduct can take the form of 

direct communications such as meetings and conference calls, systematized processes such as price 

lists (and their exchange) and contractual clauses that favour specific parties (p.397). As the financial 

progressed, vignettes of private meetings and conference calls between ‘government’ officials, bankers 

and financiers, the sharing of financial data among rivals and the insertion of clauses into the bailout 

legislation to favour key insiders did surface in the news reports. However, such evidence of collusion 

were presented as innocent institutional cooperation. 

At this time Bears’ cash position, at least on paper, was $18.3 billion (Cohan 2009: 92; Tett 2010: 255). 

However, Bear Stearns had loaned to three hedge funds, Peloton, Thornburg and Carlyle Capital 

Corporation (15% owned by the Carlyle Group) that had quickly imploded in late February and early 

March 2008 (Cohan 2009: 10, 17).193 Despite Bear’s limited risk to the hedge funds’ collapse, several 

other hedge funds surreptitiously withdrew their assets from the investment bank (Boyd 2008: 57; Tett 

2010: 254).194 Sedacca’s website posting gained traction with the market as it was rapidly transmitted all 

over the financial ‘blogosphere’ of the internet and on mainstream television news websites (Cohan 
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2009: 12, 16). Nor did it help that public postings on Bear Stearns’ Yahoo! Messages’ page gleefully 

announced that the firm was insolvent.  

On the Monday morning of March 10, the ratings agency Moody’s downgraded one category of Bear 

Stearns mortgage-backed securities (Curran  2008, March 11, C7; Swedberg 2009: 13).195 Also that 

morning, CNBC, the 24-hour cable channel that focuses on money and finance, publicized a rumour 

(attributed to “what one guys says”) that Bear Stearns lacked cash-flow (Burrough 2008: 80). A CNBC 

reporter called former CEO Carl “Ace” Greenberg at Bear Stearns for comment. He ‘bit on the bait’ – 

and CNBC ran a looped graphic over lunch-hour that quoted Greenberg as saying that the rumours 

were “totally ridiculous” (Burrough 2008: 80; Cohan 2009: 21). As the situation unfolded, the print news 

media often quoted Ace Greenberg’s “totally ridiculous” soundbite without mentioning what he had said 

to CNBC. When they did, they gave no indication that CNBC had focussed upon Bear Stearns without 

comparing its numbers to other financial institutions.196 

Also on Monday March 10, a rumour spread through Wall Street that the Office of the Comptroller of the 

Currency had been calling nationally chartered banks under its supervision regarding their exposure to 

Bear Stearns (Cohan 2009: 22). In his book House of Cards (2009), William Cohan stated that bets 

were made on Bear Stearns’ stock price falling dramatically (p.23). The Chicago Board of Options 

guidelines precluded it from facilitating ‘strike prices,’ if they were at great variance to the prevailing 

stock price. Speculators can nominate a strike price at which their bet will trigger a trade if the market 

price matches it at a later time. ‘Investors’ insisted that the Chicago Board of Options issue a series of 

March and April options to buy Bear Stearns’ stock at $25 and $22 a share, respectively. This was 

despite the fact that on Monday March 10, Bear Stearns’ stock closed at $62.50 a share (after starting 

the day $70). Cohan stated that the Chicago Board of Options, who issued a new series the next day, 

would not disclose who was behind the bets (2009: 23).197 

The same Monday, The New York Times broke a story headlined “Spitzer is linked to prostitution ring” 

about Eliot Spitzer, the Democrat New York governor who had allegedly been a frequent client 

(Burrough 2008: 119; Cohan 2009: 41; Ferguson 2011; Hakim & Rashbaum 2008, March 10). The 

removal of Spitzer was crucial for the financial oligarchy because of his track record in investigating Wall 

Street.198 Furthermore, in mid-February he publicly blamed the Office of the Comptroller of the Currency 

for blocking his efforts to investigate predatory lending, criticized the bailout of Wall Street thus far, and 

had also lobbied in Washington for an investigation (Engdahl 2008; 2009: 374-375; Ferguson 2011; 

Ferguson & Johnson 2009b: 15). The timing was significant, for it corresponded with the beginning of 

Bear Stearns’ takedown (Keren & Raub 1993: 434). As the story unfolded, Spitzer faced an 

impeachment vote over his ties to the prostitution ring, and it was this pressure that forced him to resign 

on the 444th day of his tenure (“After Eliot Spitzer” 2008, March 13). 
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But, while The Washington Post, The Wall Street Journal and The New York Times parsimoniously 

acknowledged that Spitzer was the bane of Wall Street (as mentioned in chapter three), they omitted to 

question why he was singled out.199 In the documentary Inside Job, the operator of the prostitution ring, 

Kirsten Davis stated that the staff and senior executives of all major Wall Street banks were regular 

clients (Ferguson 2011).200 Despite the fact that the bankers were fraudulently billing the ‘services’ of 

the prostitution ring to their firms, Davis said that the federal investigators “were not interested in my 

records.” Since it was inherently obvious that a large prostitution ring meant the sex business had a long 

list of clients, the news media, in effect, reinforced the federal investigators’ myopic focus – by 

scapegoating Spitzer too.201  

In a New York Times’ article headlined “A day that shook the state, and hinted at a resolution to come,” 

the reporters hinted at Spitzer’s tenure ending on day 444. The reporters opened with the hook, “On day 

442, everything changes. Again.” This referred to the news on Monday March 10 about Spitzer’s 

involvement with the prostitution ring, which was 442 days after the governor’s inauguration, and to 

words from his inauguration day speech: “Day 1, everything changes” (Confessore & Peters 2008, 

March 13).202 The significance in coercing Spitzer to announce his resignation after 444 days in office, 

with the threat of an impeachment, was symbolic, since America’s most famous hostage case, the 

‘Iranian hostage crisis,’ also lasted for exactly 444 days (Aslan 2004, November 24, Parry 2011; Scott 

2007: 93-113).203 In game theory, hostage postings can take many forms, but the underlying logic is 

always the same. ‘Posting a hostage’ is a mechanism “for producing and stabilizing cooperation” in 

social circumstances that require “collective action” (Keren & Raub 1993: 430). The takedown of 

Spitzer – who was cast as the hostage – signalled that the US Treasury and two of its agencies, the IRS 

and the Financial Crimes Enforcement Network (FinCEn), were on board to assist other parts of the 

Wall Street-Washington Complex to achieve their collective goals. 

The act of posting a hostage signifies a provisional “promise to cooperate if the other actor also posts a 

hostage.” The game requires an implied threat, which amounts to defection on the next move if the 

other player does not post a hostage too (Keren & Raub 1993: 434). In their paper, “Resolving social 

conflicts through hostage posting: theoretical and empirical considerations,” Gideon Keren and Werner 

Raub noted that “tacit communications of threats and promises are two major message strategies used 

to influence the behaviours of others” (1993: 434). Therefore, during a crisis it is these threats and 

promises that can be expected to occur regularly as key players manoeuvre to advance their positions 

in the transforming power structure.204 Thus, The New York Times, The Wall Street Journal and The 

Washington Post were complicit in communicating these threats and promises, since they did not bother 

to press the federal investigators regarding the extent of the ring’s clients and the motives behind the 

Spitzer takedown. 

These publications also undermined Bear Stearns’ situation and obscured the fact that the firm’s 
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impending demise represented a hostage posting by the Federal Reserve’s side of the cartel. As 

mentioned in chapter two, on Tuesday March 11 2008, the president of the New York Federal Reserve 

Timothy Geithner and the chairman of Board of Governors of the Federal Reserve System, Ben 

Bernanke hosted a luncheon for prominent bankers and financiers at the Federal Reserve’s New York 

headquarters.205 The exclusion of Bear Stearns’ new CEO, Alan Schwartz, signalled that as one of Wall 

Street’s ‘big-five’ investment banks its days were numbered, despite the fact that Bear Stearns was one 

of the Federal Reserve Bank of New York’s 19 primary dealers of Treasury securities (Cohan 2009: 30; 

Federal Reserve Bank of New York 2007; 2008c; Lanman 2008, May 12).206 

The timing of the crisis for Bear Stearns was very bad. Its chairman James Cayne was at another bridge 

tournament. Alan Schwartz was in Palm Beach Florida hosting the firm’s annual media conference; 

attended by the heads of four of the world’s major conglomerates – Newscorp, Viacom, Times Warner 

and Disney (Burrough 2008: 120; Cohan 2009: 21, 24, 30).207 Not surprisingly, Schwartz’s appearance 

on CNBC on Wednesday March 12 made him the centre of attention. Moreover, given the CEO he 

replaced was widely stigmatized for attending a bridge tournament immediately following the collapse of 

two of the firm’s hedge funds, his appearance at Palm Springs did not give a positive impression 

(Burrough 2008: 120). CNBC’s correspondent David Faber claimed that a trader had told him that one 

Wall Street firm had worries about Bear Stearns’ financial position. Apparently, the trader was made to 

wait by the firm’s credit department before approving a Bear Stearns’ trade. Burrough reported in Vanity 

Fair that Faber had later disclosed in the CNBC interview that the trade in question actually went 

through; by then however, the damage to ‘market confidence’ in Bear Stearns was done (Burrough 2008: 

120; Cohan 2009: 32, 35; 40-42). The media replicated CNBC’s ‘neutral bystander’ posture without 

questioning whether or not Bear Stearns’ bonds were any worse than the bonds from other Wall Street 

financial houses (Cohan 2009).208 

As Hope pointed out (2010), since online financial communications technologies had fully merged with 

public news mediums, the capacity was created for jittery market participants to act on information in 

real-time. This fusion between information dissemination and news distribution meant that even if the 

information was known to be dubious by market professionals, it could still move markets (Thompson 

2010a). As Thompson has noted, when financial models which track core market referents no longer 

work, then markets switch to assigning values based on perceptions about opinions and volatility (2010a: 

13). The rumours spreading about Bear Stearns’ solvency, added to the momentum of perception that 

all of the firm’s businesses were in danger of collapse (Cohan 2009: 34-35, 46, 62; Tett 2010: 254-255). 

The market was now learning – in the midst of the ‘credit crunch’ – how the opacity, speed and 

complexity of the financial system made everyone, even the ‘too big to fail’ – vulnerable. Crucially, 

uncertainty still lingered in the markets about who exactly was deemed ‘too big to fail.’ Bear Stearns’ 

executives could be counted on for thinking their bank was, because Geithner and Bernanke arranged 
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for the Fereral Reserve to loan the beleagured investment bank $13 billion on Friday 14 March (Lanman, 

2008, May 12). Bear’s board misread this thirteen billion dollar loan as a sign of unity among the 

fraternal cartel of Wall Street, instead of as a signal of impending betrayal. 

Given the oligarchic-elite affiliations of the major news outlets, journalists continued to report as ‘neutral 

bystanders’ when the inevitable collapse of Bear Stearns’ share price ensued.209 During the Bear 

Stearns ‘crisis’ weekend of March 15 and 16, key American monetary officials conferred over the price 

to pay for Bear Stearns’ stock. Between Paulson, Geithner and Bernanke, they agreed to $2 per 

share.210 JPMorgan Chase was duly informed about how the American monetary authorities would 

finance JPMorgan Chase’s takeover (Prins 2009: 104; Tett 2010: 258). The initial agreement of $2 a 

share equated to a buy-out value of $236 million, which represented a devaluation of 93.3 per cent from 

the firm’s stock market value at the close of trading the previous Friday. In financial lingo, when 

stockholders get even less than market value in the event of a hostile takeover, it is known as a ‘take-

under’ (Karnitschnig, Mollenkamp, Craig & Lobb 2008, September 12; La Monica 2008, September 10). 

In his book On the Brink, Henry Paulson downplayed the involvement of the Federal Reserve, the 

Treasury Department and himself when he claimed it was JPMorgan Chase’s decision “to offer $2 a 

share” (Paulson 2011: 112).  

None of the news accounts challenged the US monetary authorities or JPMorgan Chase about their 

noble claims regarding a ‘rescue’ of Bear Stearns.211 Since the Federal Reserve and Treasury had 

blatantly propagandized the financial liberalization that had fomented the ‘financial crisis,’ their 

deployment of the ‘rescue’ news frame was a self-justification strategem. For their part, the news media 

obscured the fact that the Federal Reserve had announced on March 11 that it would provide ‘the 

markets’ with $200 billion liquidity through the Term Securities Lending Facility (Board of Governors of 

the Federal Reserve System 2010b).212 The collusion underpinning the delay to open this facility until 

after Bear Stearns’ demise was a key omission in the major news outlets’ coverage (Clark 2008, March 

18; Lanman 2008, March 11; Sidel, Berman & Kelly 2008, March 17; Nutting & Robb 2008, March 16; 

Sorkin & Thomas 2008, March 16).213 Only a few accounts mentioned that JPMorgan Chase had 

expressed their intention to acquire a primary dealer securities firm, and none openly asked whether 

JPMorgan Chase was implicated in Bear Stearns’ deteriorating position prior to the ‘crisis’ weekend 

(Bruce 2008, March 16; Ellis & Luhby 2008, March 17; Sorkin 2008, March 16; Sorkin 2008, March 

17).214  

Several news outlets deployed personalized frames that valorized JPMorgan Chase’s CEO, Jamie 

Dimon. Examples include, The Wall Street Journal with, “In a crisis, it’s Dimon once again” (Sidel 2008, 

March 17); The New York Times’ headline “Rallying the House of Morgan” (Dash 2008, March 18); 

Barron’s led a story with “All hail Jamie Dimon!” (Bary 2008, March 24; Sorkin 2009: 71); and elsewhere 

he was extolled as “The contender” and “Wunderkind!” (Tett 2010: 260-261).215 The use of these 
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valorizing personalized frames meant that the news outlets avoided more serious investigation. In 

particular, they failed to reveal that Jamie Dimon was at the time a Class A director on the board of the 

Federal Reserve Bank of New York (Board of Governors of the Federal Reserve System 2008a: 375).216 

The news media omitted to examine the price paid for Bear Stearns in their reportage of JPMorgan 

Chase’s media release and simply reproduced ritualized crisis management statements attributed to 

Dimon (J.P.Morgan 2008, March 16).217 Therefore, the news media’s focus on the drama of the actions 

to ‘save’ Bear Stearns deflected attention from the fact that what had occurred over the weekend was a 

hostile takeover by JPMorgan Chase. This Fed-Treasury brokered takeover reflected Paulson & Co.’s 

alignment with the Anglo-American financial oligarchy to punish common stockholders, including Bear 

Stearns’ staff (whose remuneration packages included time-locked company stock) and reward 

preferred clients on the winning side of opaque derivatives contracts and key creditors with a bailout 

(Cohan 2009; Johnson & Kwak 2010; Prins 2009). It was behind vague terms such as a ‘crisis of 

confidence’ that the financial oligarchs’ shared ‘need’ to defend their wealth could be obscured. The 

subtext signalled that the ‘crisis of confidence’ was really about ‘trust’ and ‘faith’ or a willingness to 

collude (Ayres 1987; Marks 1986: 395).218  

Numerous accounts recalled that Bear Stearns’ Alan Schwartz had refused to participate in the 1998 

bailout of Long Term Capital Management (LTCM).219 Lehman Brothers’ Richard Fuld was remembered 

for not offering up as much capital as others thought he should have during the LTCM derivatives 

counterparties crisis.220 As the media widely reported, both Lehman Brothers and Bear Stearns were the 

leading underwriters in subprime mortgages. But, this situation was not explained in terms of a collusive 

oligopoly market (Ayres 1987; Marks 1986: 395). From the cartel’s perspective, Wall Street’s fourth and 

fifth biggest investment banks had expanded their market share by originating ‘loans’ that were initially 

set at low interest rates.221 However, so had Goldman Sachs, Morgan Stanley and Merrill Lynch. The 

difference between these three investment banks and the other two was a matter of ‘trust.’ Bear Stearns 

and Lehman Brothers were not good cartel members, as the heads of their firms were too independent-

minded (Tett 2010: 253; Sorkin 2009: 302-303). In collusive arrangements, trust is the key and is “the 

glue” that binds oligarchies together (Katyal 2002: 1346).  

The scapegoating of Bear Stearns represented an inciting incident in the crisis narrative, which involved 

the contrived spectacle of a hastily constructed ‘rescue’ (See Appendix IV, Fig. 4). According to 

screenplay expert Ray Frensham (2003), in a three-Act story structure, the inciting incident occurs when 

an event presents a challenge to the story’s protagonist (Frensham 2003: 117). Usually, in a fictional 

story, the protagonist is compelled to make a choice because the inciting incident represents “the worst 

thing” or “the best possible thing” that could happen to the protagonist. It is this decision that either 

alters the character, the narrative, or both. As noted in chapter three, not even the super-wealthy can 

control all events. They do, however, wear a mask to hide their deeds, intentions and alliances. In this 
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way, what appeared to be the ‘worst thing’ that could happen to ‘Wall Street’ was in fact the ‘best thing.’ 

Under the cover of the Bear Stearns’ ‘rescue,’ the financial authorities could justify the advancement of 

bailout facilities.  

The creation of the two Federal Reserve lending facilities represented an intermediate goal of the 

financial oligarchs. But, like in the classic three-Act structure that dominates story-telling, a narrative arc 

requires “two major turning points” (Frensham 2003: 118). Turning points occur prior the end of Act I 

and II, at a moment when the story’s protagonist appears to have won, just as a crisis occurs. Ray 

Frensham (2003) likens a story structure to a bridge over a river and the two major columns that keep a 

“bridge from collapsing” represent the turning points. The first turning point came when Bear Stearns’ 

workers, representing a 40 per cent block of the investment bank’s stockholders, threatened to vote 

against the takeover (Cohan 2009: 154). Already angry that their firm had been undermined, Bear 

Stearns’ employees were livid at the news that they were only going to receive $2 per share (Burrough 

2008; Cohan 2009). At this point in the crisis narrative, the financial oligarchs were faced with a crisis 

that was broader than it appeared. If this situation dragged on, Bear Stearns employees could become 

more informed and use their collective power to extract a much higher price. 

In the press coverage, accusations were slung back and forth between JPMorgan Chase and their law 

firm, Wachtell, Lipton, Rosen and Katz, over guarantee and merger agreements which, in effect, gave 

Bear Stearns’ the power to keep trading with the benefit of “JPMorgan’s balance sheet” for a full year 

(Cohan 2009: 150; 166).222 Therefore, the first turning point in the financial crisis’ narrative arc occurred 

at the moment that the financial oligarchs and their professional elites realised that the takeover-bailout 

deal left JPMorgan Chase in a vulnerable position. Turning points serve several functions in a story. 

They change the course of the story by elevating the risk for the protagonist. This makes the character 

commit to a course of action that increases the uncertainty. It is this decision that propels the story 

onward at a quickened pace as the protagonist seeks some measure of control through the fulfilment of 

a goal (Frensham 2003: 118-119).  

Thus, in a bid to win over Bear Stearns’ executives Dimon addressed them directly at their headquarters. 

Dimon said, “No one on Wall Street could have anticipated this. I feel terrible sometimes when people 

think we took advantage” (Cohan 2009: 159).223 After much negotiation, a revised deal was signed on 

March 24 in which JPMorgan & Chase paid $10 a share and the Federal Reserve would provide finance 

of $29 billion. JPMorgan Chase would ‘guarantee’ for the first $1 billion in losses, if that were to occur 

(Prins 2009: 105; Sorkin 2008, March 24).224 This deal also involved Henry Paulson, who later confided 

to former Goldman Sachs colleagues that he ought to have been harder on Bear Stearns’ stockholders 

(Teitelbaum 2011, November 30). The climax to ‘Act I’ was therefore detectable by the stress released 

in the news media coverage, which occurred because the financial oligarchs’ weakened position 

lowered the prospect that they would reach their objectives. This meant that the ‘resolution’ to Bear 
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Stearns takeover-bailout heightened the conflict that would propel the crisis narrative toward its climax 

in ‘Act III’ (See Appendix IV, Fig. 4). 

At the beginning of April 2008, the media continued to position itself as the ‘neutral bystander’ in its 

coverage of the Senate Banking Committee. For the most part, the news outlets accepted the 

statements and rehearsed answers from the key players involved in the Bear Stearns takeover (Sorkin 

2009: 66).225 A New York Times report on the Senate Banking Committee hearing quoted JPMorgan’s 

Jamie Dimon, who used a pyrological metaphor to explain the low price ‘paid’ for Bear Stearns. Dimon 

anticipated the question and remarked, “Buying a house is not the same as buying a house on fire” 

(Labaton 2008, April 4; Sorkin 2009: 71). Because the reporter, Stephen Labaton used it as the ‘punch-

line’ at the end of the story, he was ‘off-the-hook’ to investigate the collusion between the Class A 

director of the Federal Reserve of Bank of New York, and Paulson, Geithner & Bernanke & Co (Board of 

Governors of the Federal Reserve System 2008a: 375; Estulin 2009: ix-xi, 372-374; JPMorgan Chase & 

Co n.d.; Perloff 2008: 257, 259, 266). Tellingly, the news reports relied heavily on the transcripts of 

prepared statements along with questions and answers published by the Houses of Congress and video 

coverage from its in-house TV broadcaster, C-Span (Bear’s market 2008, April 4; Turmoil in U.S. credit 

markets 2008, April 3; U.S. financial markets 2008, April 3).  

All the leading reports of the Senate Banking Committee hearings reproduced the official consensus 

view wherein Bear Stearns was ‘saved’ from collapse and that this averted the possibility of a contagion 

effect throughout the financial system and the American economy (Irwin 2008, April 4; Labaton 2008, 

April 4; Politi 2008, April 3; Rucker & Wutkowski 2008, April 3; Scannell & Reddy 2008, April 4). The 

only person who provided a counter-story was Alan Schwartz who argued that his firm was attacked, 

while Jamie Dimon said a probe was warranted (Politi & White 2008, April 4).226 This superficial 

treatment suggests that the news outlets either did not send reporters, or if they were present, they were 

playing the role of ‘neutral bystanders’ very passively.227 The place that the Senate Banking Committee 

hearings occupies in the ‘crisis’ narrative is that of “a pause moment” that provides the ‘audience’ with a 

chance to integrate the climax to Act I with all the events in the story thus far (Frensham 2003: 121. See 

Appendix IV, Fig. 4).228 

At the time when Bear Stearns was borrowing billions from the Federal Reserve after it was taken over 

by JPMorgan Chase, two Treasury officials – Neel Kashkari and Philip Swagel – were researching and 

writing a proposal at Paulson’s request that outlined how the Treasury Department would handle “a total 

financial meltdown” (as Andrew Sorkin, a New York Times reporter and author of Too Big to Fail, 

described it) (2009: 83). The result was a 10-page blueprint entitled “Break the Glass: Bank 

Recapitalization Plan,” for swapping $500 billion worth of mortgage-backed securities for new Treasury 

securities (Kashkari & Swagel 2008: 2). Kashkari, a former Goldman Sachs banker and Swagel, a 

former economist with the Federal Reserve Board, the International Monetary Fund and the White 
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House Council of Economic Advisors, proposed that “private sector asset managers” would manage the 

mortgage-related debt (Phillip Swagel n.d.; Kashkari & Swagel 2008: 2; Sorkin 2009: 53, 83-84, 90-92). 

On April 15 2008, Kashkari and Swagel presented their 10-page outline to the chairman of the Federal 

Reserve, with Henry Paulson and Robert Steel in attendance, exactly five months before the “financial 

meltdown” of September 15 2008 (Sorkin 2009: 83, 90-92). As the title “Break the Glass” symbolically 

suggested, the “Bank Recapitalization Plan” was intended to be shelved and only used in the event that 

the FIRE sector needed to be ‘rescued.’229 In Too Big to Fail (Sorkin 2009), Kashkari opened his 

presentation by saying,  

I think we all understand the calculus here, the limits of what we can legally do. How do you get the authority to 
prevent a collapse? (Kashkari as cited in Sorkin 2009: 90) 

According to Sorkin, “Bernanke nodded in agreement” (2009: 90). In the course of arguing the case for 

the “Break the Glass” ‘contingency’ plan, Kashkari stated that it was important “to be mindful of the 

optics” (p.92).230 By this term Kashkari meant it was crucial to construct the crisis well and manage 

perceptions. 

Although the ‘contingency’ plan had been developed with the inclusion of Federal Reserve officials, the 

five men agreed to tacitly shelve the plan. As Peter F. Cowhey observed in 1990, in his study of state-

market power, when a regime is shifting direction it suits the interests of dominant power groups to 

formulate no clear policy or legislation, at least in the public arena. Rather, the former bureau chief of 

Federal Communications Commission and Council on Foreign Relations member stated “a pattern of 

controlled conflict between institutions” is opted for, whereby the issue gets ‘decided’ in the ‘market 

place’ rather than by politicians (Cowhey 1990: 197; Perloff 2008: 257; Ross 2002: 105).231 In this way, 

the Treasury and the Federal Reserve had opted to work with the key financial oligarchs to manage the 

crisis by employing various strategies whereby those players with the greatest ‘economies of scale’ 

would make themselves ‘too systemically important to fail.’  

This collusive arrangement was in effect the first focus point in the ‘crisis’ narrative. In story architecture 

with a three-Act structure, it is the scene that often foreshadows what will culminate at the second focus 

point, which occurs halfway between the point of no return and the climax of Act II (Frensham 2003: 109, 

122; See Appendix IV, Fig. 4). The first focus point “tightens the storyline action,” informs the ‘audience’ 

of the central issue and often communicates that the protagonist(s) is starting to change and is making 

an important decision to seek their goal. The ‘audience’ for this scene was of course those privy to the 

collusion occuring.  



79 

Freddie Mac, Fannie Mae and Jackson Hole 

On July 10, 2008, when a former president of the St. Louis Federal Reserve, William Poole was 

reported by Bloomberg as saying that the mortgage finance companies, the Federal National Mortgage 

Association and the Federal Home Loan Mortgage Corporation were insolvent, investors in all 

government-sponsored enterprises became concerned (Ferguson & Johnson 2009: 17; Kopecki 2008, 

July 10).232 The news caused panic selling of Fannie Mae and Freddie Mac shares, especially after the 

Federal Deposit Insurance Company seized control of another large GSE mortgage institution, IndyMac 

in July 2008 (Hamilton & Reynolds 2008, July, 11; Hilzenrath & Birnbaum 2008, July 11; Kamalakaran 

2008, July 10; Labaton & Weisman, 2008, July 11; Politi, Scholtes & White 2008, July 11).233 At this time, 

so many home lending companies had failed that Freddie Mac and Fannie Mae were two of the few big 

institutions still in the subprime home mortgage business (Ferguson & Johnson 2009: 7, 17).234 The day 

after Bloomberg broke Poole’s insolvency statement, The Los Angeles Times, The New York Times and 

the Financial Times were the only major Anglo-American papers to carry quotes from either Paulson or 

Bernanke saying that Freddie and Fannie were “adequately capitalized” or “well-capitalized.”235 The 

Financial Times USA Edition conveyed the point in a headline, “Paulson tries to soothe concerns over 

agencies” for an article buried deep within the inside pages (Shellock 2008, July 11: 22).  

Importantly also, none of the news outlets, including Bloomberg, challenged Poole on his insolvency 

claim, given that the standard he offered for scrutiny, fair value accounting, rendered all banks and 

financial institutions as technically insolvent (since the cartel they operate  - the financial system – 

manufactures debt and debt-based contracts) (Rothbard 2007; 2008; Griffin 2008).236 The news outlets 

failed to point out the irony in Poole’s claim that Congress was allowing the home finance GSEs to exist 

as “bastions of privilege, financed by the taxpayer;” since he had been head of one of the Federal 

Reserve System’s regional banks. The Federal Reserve System’s member banks were designed to 

construct credit-based market bubbles inflated out of consumer and commercial loans and the national 

debt. However, under the cover of a media constructed ‘rescue’ frame, Poole’s carefully chosen 

remarks were sure to provoke panic stock selling.  

On the 14th of July, the major news outlets reported that the Federal Reserve and Treasury had stepped 

in to help the giant mortgage finance companies on July 13 (Barr 2008, July 14; Fannie, Freddie rescue 

2008, July 14; Kirchhoff & Waggoner n.d.; Labaton 2008c, July 14; The muddle-through approach 2008, 

July 14; Politi & Guha 2008, July 14; Robb 2008, July 13; Seagar & Inman 2008, July 14). Far less 

mentioned was the plummet in Freddie and Fannie’s stock prices after emerging concerns during the 

week prior about their solvency (Hirschfield Davis 2008, July 15; Murray & Kopecki 2008, July 14; 

Sasseen 2008, July 16). All news outlets failed to explore the political connections and economic 

background to the insolvency claim. This failure reflected another pattern as the financial ‘crisis’ 

narrative advanced – the return of former officials from crises-past. Here, the former president of the St. 
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Louis Federal Reserve, William Poole, was symbolically selected to signal the ‘solution’ since his name 

and position within the financial oligarchy’s web foreshadowed a tax-funded bill to ‘rescue’ financial 

institutions that held ‘toxic’ pools of mortgages. Poole, who had been head of the St. Louis Federal 

Reserve during the tech-stock boom and bust, was mentored by University of Chicago professor Milton 

Friedman (Poole 2007: 2; Wessel 2009: 115). The use of former officials provided flexibility to steer the 

financial crisis in a direction favourable to the Anglo-American financial oligarchy because they 

appeared to be independent of the ‘government’ power structure. 

No news outlets questioned the Fed-Treasury move in terms of what it really meant (Birnbaum & 

Hilzenrath 2008, July 16; Reddy & Crittenden 2008, July 16; Sasseen 2008, July 16; Watson 2008, July 

17). Instead, the media focussed on the drama of Paulson and Bernanke’s appearance before the 

Senate Banking Committee the following day, July 15. Paulson encouraged the Senators to approve the 

capacity to increase public debt, by famously saying:  

If you are not used to thinking about these issues, it seems counterintuitive. But if you’re used to thinking 
about the issues, it is very intuitive…. [I]f you’ve got a squirt gun in your pocket, you may have to take it out. If 
you have a bazooka and people know you’ve got it, you may not have to take it out…. By increasing 
confidence, it will greatly reduce the likelihood it will ever be used. (Paulson as cited in Wessel 2009: 183) 

Paulson’s statements were designed for maximum quotation, and the media’s use of the bazooka 

phrase was widespread (Birnbaum & Hilzenrath 2008, July 16; Reddy & Crittenden 2008, July 16; 

Sasseen 2008, July 16; Watson 2008, July 17). During the Senate meeting, the Treasury Secretary had 

claimed that raising the limit on federal funds would calm the markets, and that would be enough to 

avert bailouts of the GSEs. The media reported that the senators were not buying Paulson’s logic, but 

the widespread employment of the ‘rescue’ frame obscured the actual political purpose of the Treasury-

Federal Reserve alliance (Labaton & Herszenhorn 2008, July, 16).237 A Financial Times editorial tacitly 

explained the modus operandi that underpinned their strategy when it wrote “political will for reform can 

often be achieved only in a crisis,” by which the anonymous editor meant ‘privatisation,’ after a time on 

the “public balance sheet” (Anonymous 2008, July 15).  

In his book On the Brink, Paulson stated that at the time that he and Bernanke made the appeal to 

Congress, they were in effect asking for an “unlimited” sum (2011: 151-155). This naturally irked some 

congressional members who gave him stiff rebukes. Paulson spent the next two days listening and 

negotiating with members of Congress.238 Effectively, the Fed-Treasury plan was a hostile take-over of 

a rival financial cartel that had been scapegoated as financially unstable. While it was financially shaky, 

so was the Federal Reserve System-US Treasury cartel, as the national debt limit shows. The 

comparative advantage that the Fed-Treasury-Wall Street Complex had over the Federal National 

Mortgage Association and the Federal Home Loan Mortgage Corporation cartels was its political power, 

not least the power to control the creation of credit/debt and the generation of debt-backed derivatives. 
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And, vitally, the Fed-Treasury-Wall Street cartel had the power to commandeer the ‘funds’ of its 

underwriters: taxpayers. 

Toward the end of July, when the two houses of Congress were voting on the Housing and Economic 

Recovery Act of 2008, the general and financial press framed the passage of the bill as a rescue 

package for lenders and borrowers.239 The media reported the view of Paulson and the Congressional 

Budget Office (CBO) that the key provision in the 700-page long “housing bill” – an 800 billion dollar 

expansion of the national debt – would not be activated (Crittenden & Paletta 2008, July 23; 

Montgomery 2008, July 24; Montgomery & Kane 2008a, July 27).240 While the press coverage carried 

criticism of this view, less mentioned was the $800 billion figure, or that the Statutory Debt Limit would 

be raised to $10.615 trillion.241 According to Paulson, in his book On the Brink (2011), the legislation 

gave him broad authority to intervene in the GSEs – Fannie Mae and Freddie Mac. Importantly, the 

news media ‘missed’ the significance of Paulson’s ‘bazooka’ speech.  

As Ferguson and Johnson point out, foreign investors and, in particular, sovereign wealth funds from 

rival powers, such as China, were large investors in the GSEs securities (Ferguson & Johnson 2009b: 

17; Patalon III 2008, September 11). The publicity given to William Poole’s claims that Freddie Mac and 

Fannie Mae were insolvent raised the anxiety of foreign investors in the GSEs. The ‘bazooka’ speech 

represented an effort on behalf of the oligarchy to keep control of a crucial component of America’s 

financial architecture, which underpins its permanent war economy (Hudson 2010; Jarecki 2006). If 

confidence was lost in the GSEs before they had the tax-backed funds in place, a serious run on all 

government sponsored enterprises and the US dollar would have become very likely (Ferguson & 

Johnson 2009b: 17; Hudson 2010: 212-218). Thus, Paulson’s deployment of the ‘bazooka’ military 

metaphor represented the half-way point in the ‘crisis’ narrative. At this ‘point of no return,’ something 

occurs that makes the protagonists rethink their actions and contemplate giving up (Frensham 2003: 

123-124. See Appendix IV, Fig. 4). The protagonist(s) gain clarity about what obstacles they face, 

particularly in regard to story’s main characters. The protagonist(s) then make a total “commitment.” 

Paulson’s actions following his ‘bazooka’ speech to gain the $800 billion in federal funds signalled a 

renewed commitment in a manner that the financial oligarch’s could not ‘back out of.’ 

At a conference of central bankers, elite economists and oligarchic bankers – held from the 22nd to 25th 

of August, 2008 at Jackson Hole, Wyoming, the political economy of the ‘rescue’ was the key theme 

(Ferguson & Johnson 2009b: 23; Sorkin 2009: 220-221).242 In a brief Wall Street Journal web blog 

entitled “A misguided Federal Reserve, or one that saved the day?” journalist Sudeep Reddy reported 

that former Federal Reserve vice-chairman, Alan Blinder related two reversions of the widely-known 

children’s tale of ‘the little Dutch Boy’ at the Jackson Hole conference. Blinder, who was also a former 

Princeton professor, had co-written a paper with Ben Bernanke about the effects of central bank policy 

shocks on the ‘real economy’ such as tightening credit (Bernanke & Blinder 1992).243 Blinder explained 
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to those gathered that the Federal Reserve had a strategy to deal with the financial ‘crisis.’ In particular, 

he mocked a former policy advisor from the Bank of England Monetary Policy Committee, professor 

William Buiter from the London of School of Economics, who presented a lengthy paper that was critical 

of the Federal Reserve and other central banks (Let them drown? 2008, August 25; Reddy 2008, 

August 23). Blinder adapted ‘the little Dutch Boy’ story wherein he implied that Buiter was the Dutch Boy 

(since his birth place was Holland) who had to make a ‘moral hazard’ choice about whether to save the 

houses from a flood by sticking his finger in the dike.  

In the first version, the Dutch Boy opts not to plug the hole, but before he can get himself to safety, he 

drowns along with the whole town. According to this retelling, Blinder stated that ‘the Little Dutch Boy’ 

thought the townspeople were unworthy of a bailout because “the dumb people who live there should 

never have built their homes on a flood plain.” Then Blinder told the Fed’s “kinder, gentler version,” 

wherein the Fed, cast as ‘the little Dutch Boy’ rescued the town (Sorkin 2009: 220).244 In effect, Blinder 

was defining the narrative development of the financial crisis through metaphor. The town built upon a 

flood plain symbolized that fact that the largest bank’s had a pooled lien over towns everywhere, 

through their exposure to mortgage-backed credit derivatives and their dependency on a debt-based 

monetary system more generally.245 

As just 17 major banks together controlled the markets for over-the-counter derivatives contracts, 

syndicated loans and underwriting shares and bonds (Wimarth 2009: 994-995), Blinder signalled to his 

audience that the Federal Reserve’s strategy was to formulate an ‘ad-hoc rescue’ approach followed by 

system-wide bailouts. But, in order for their adjusted ‘rescue’ frame to work, they needed to be “mindful 

of the optics” as Neel Kashkari had put it on April 15 (Sorkin 2009: 92). In other words, there needed to 

be evidence of ‘disaster.’ And in their selling of the ‘disaster,’ they would try to convince ‘the American 

people’ that ‘saving’ the financial system was vital to the economy, in order to obscure the fact that the 

Wall-Street-Washington Casino Complex had colluded to ‘fund’ a housing boom located on a 

metaphorical ‘flood plain.’ Blinder was in effect signalling to the news media outlets, elite academics, 

economists and bankers in attendance that metaphors could be skilfully used to obscure the political 

economy of the ‘rescue.’246 Therefore, the deployment of ‘the little Dutch Boy’ story was in fact an act of 

‘anchoring a new norm’ – metaphors in place of truthful, clear explanations.247 

On Sunday September 7, the US Treasury took over America’s two largest mortgage finance 

companies, Freddie Mac and the Fannie Mae, whose combined portfolio of debt amounted to $5.5 

trillion (Farhi & Cintra 2009: 7; Financial Crisis Inquiry Commission 2011: 309, 320; Fratianni and 

Marchionne 2010: 8; GAO 2011: 149; Prins & Ugrin 2011: 3).248 The news media widely reported 

Paulson’s justification that the move was in the interest of taxpayers (Ellis 2008, September, 7; Labaton 

& Andrews 2008a, September 7; Newmark 2008, September 7; Paulson 2008, September 7).249 While 

news stories about the two GSEs emphasized the government’s ownership stake of 79.9 per cent, they 
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failed to mention that the US Treasury surreptitiously created a credit line for the Federal Home Loan 

Banking System (Gilani, 2009). This cartel of 12 regional banks held $1.6 trillion in outstanding debt at 

the time (da Costa 2008, September 8; Somerville 2008, September 7). This fact was entirely omitted 

from Paulson’s press statement (Paulson 2008, September 7). The Federal Home Loan System was a 

good cartel because it did not exclude Wall Street banks in their time of ‘need.’250  

A New York Times story entitled “In rescue to stabilize lending, U.S. takes over mortgage finance titans” 

reported that a special trading session occurred on Sunday afternoon, in which Freddie and Fannie’s 

stocks lost over a fifth of their value (Labaton & Andrews 2008b, September 8). Hence, only 

stockholders privileged enough to know what was happening had an opportunity to dump their stock. 

The New York Times reporters did not raise any questions about how this preferential treatment might 

impact on household wealth. Neither did they evaluate these developments against Paulson’s claim that, 

“Market discipline is best served when shareholders bear both the risk and the reward of their 

investment,” which he made at a Federal Housing Finance Agency press conference to announce the 

takeover of the GSEs (Labaton & Andrews 2008, September 8).251 The subtextual meaning here was 

that key market insiders had learned from their mistakes in the Bear Stearns takedown. But the media 

also failed to reflect upon what the special trading session meant. The Federal National Mortgage 

Association (Fannie Mae) and the Federal Home Loan Mortgage Corporation (Freddie Mac) were given 

access to the Federal Reserve’s ‘discount window,’ which was a privilege reserved to commercial banks 

(Buiter 2008a: 596). In other words, the Board of Governors of the Federal Reserve System had 

exercised its rule-making power to make loans to Fannie Mae and the Freddie Mac. This was not 

‘deprivatization’ (Austin & Levit 2011: 15), but a takeover of one financial cartel by another.252 

Lehman Brothers 

Despite a brief rally in the stock market following the ‘rescue’ of the GSEs on Monday, Lehman 

Brothers’ stock dropped 13 per cent Monday 8 September. Its position worsened on Tuesday 9 

September as a result of several key events. By 2 a.m. every newswire was carrying the story that the 

Korea Development Bank had pulled out of buying Lehman Brothers (Jacobs 2010: 53; Sorkin 2009: 

231). The news media also reported that several other major potential buyers – Bank of America, BNP 

Paribas, Deutsche Bank, HSBC, Barclays, Royal Bank of Canada and Japan’s Nomura Securities - had 

all pulled out too (Anderson, Sorkin & White 2008b, September 12; Bel Bruno 2008, September 11; 

Sender 2008, September 8). In the week prior to the Lehman Brothers’ bankruptcy, news stories 

emphasized the eroding confidence in the fourth largest of Wall Street’s ‘independent investment banks’ 

and suggested that unfavourable perceptions could be fatally damaging. Whilst the media made much 

of Lehman’s plummeting stock price – a “bone-rattling” drop of 45 per cent on Tuesday – and the 

skyrocketing cost of the credit derivatives default ‘insurance’ - credit default swaps - reporters generally 
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neglected to explain how the Federal Reserve’s ‘bailout’ of the GSEs undermined Lehman Brothers 

(Eavis 2008, September 10; Hamilton 2008, September 10; Tennille 2008, September 10).253 

Indeed, BusinessWeek’s coverage scapegoated Lehman Brothers by questioning its viability in three 

places across its September 22 2008 edition.254 The magazine foreshadowed the financial turmoil in a 

feature article “Back on track – or off the rails?” written in the aftermath of GSEs’ rescue (Fannie Mae 

and Freddie Mac), with the use of an industrial metaphor that suggested “a train of catastrophes” was 

likely (Coy 2008a: 22).255 Only two articles that appeared on Friday September 12 – one in The Wall 

Street Journal and the other in The New York Times - articulated clearly why it was that Lehman’s stock 

price was cascading after the GSEs ‘bailout’ (Hilsenrath, Enrich & Solomon 2008, September 12; Norris 

2008, September 12). The Treasury and Federal Reserve had tacitly supported a destruction of GSEs 

share equity. This pattern of destruction, established with the American monetary authorities’ take-under 

of Bear Stearns, meant that whichever financial institution was deemed to be the weakest by ‘the 

market’ and the media would also face a collapse of stock values. 

The press implicitly deployed the ‘rescue’ frame in stories about Lehman Brothers, by frequently using 

words such as “collapse,” “survival” and “embattled.” They also used phrases like “crash protection,” 

“end game,” “financial lifeline,” and “race against time;” reporters also recruited industry experts who 

spoke of “fire sale prices,” “deck of cards” and “take-under.”256 Instead of conducting a systematic 

appraisal of all investment and commercial banks using official data, most articles emphasized Lehman 

Brothers similarities with Bear Stearns. Some articles stated that where Lehman differed from Bear was 

that it had the benefit of “emergency financing” from the Federal Reserve’s new facilities (Anderson & 

White 2008, September 10; Craig, Smith, Ng & Karnitschnig 2008, September 10; Landy 2008, 

September 11; White 2008, September 11).257  

The merits of the ‘rescue’ frame were implicitly associated with the ‘moral hazard’ of saving an institution 

perceived as ‘too big to fail.’ The reporters argued that Lehman Brothers’ stockholders, creditors and 

counterparties had had a longer time to adjust to market conditions. Yet, the media failed to see that the 

$800 billion increase in the US public debt limit authorized by Congress at the end of July, in effect, 

signalled that Lehman Brothers was the tip of the ‘debt-berg.’ During this time, the ‘credit crunch’ was 

simultaneously referred to as a “credit crisis,” “financial crisis,” “credit and housing meltdown,” “credit 

contagion,” “global credit crunch,” and a “financial crunch.” Such terms were often used to compare 

prevailing events with the Great Depression.258 

Richard Fuld – the CEO of Lehman Brothers – and his executives, held a conference call with the heads 

of the American monetary authorities and other major banks on Wednesday September 10 (Sorkin 2009: 

252-256). This call, made under the pressure of having to lure a buyer in order to stave off the collapse 

of his firm, was widely reported in the news media. Not surprisingly, Lehman’s efforts to entice investors 
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and restore confidence were futile, as ‘the market’ remained unconvinced of its plans to split the 

company into a “good bank” and a “bad bank.”259 Yet, the reports failed to acknowledge the bigger 

picture. All the major investment and commercial banks were battling to stay solvent by financing their 

huge debt exposures via the shadow banking system and the Federal Reserve’s shadow bailouts.260 

Indeed, absent from public view was the fact that the Federal Reserve was regularly loaning billions to 

13 major banks through its Term Securities Lending Facility, right up to September 11 (when Lehman 

Brothers was forced to say it was available at essentially a fire sale price) (Board of Governors of the 

Federal Reserve System 2010b). 

On Friday September 12, the news media added to the confusion as to whether or not the Federal 

Reserve and the Treasury were prepared to bailout out Lehman Brothers.261 It was only during Friday 

that some news outlets began carrying the unequivocal message, with headlines such as that on The 

New York Times’ DealBook webpage “No government help in a Lehman bailout, reports say” (Sorkin 

2008f, September 12). For the most part, however, the reportage was open to interpretation that the 

monetary authorities were adamant about a bailout. A report on The Wall Street Journal website of the 

same day stated “[s]ources familiar with the matter tell The Washington Post … the Lehman solution 

shouldn’t involve public money” (Schuman 2008, September 12). 

In their reports, the press invoked the 1998 demise of Long Term Capital Management (LTCM), which 

also took place at the New York Federal Reserve’s headquarters, wherein 13 bankers participated 

(Dash 2008 September 12; Paletta, Craig, Solomon, Mollenkamp & Karnitschnig 2008, September 13; 

Mollenkamp, Solomon, Lucchetti, Hilsenrath & Reddy 2008, September 13). However, journalists failed 

to report that the crisis that led to the LTCM private bailout was in large part created by the Wall Street-

Washington Complex itself (Johnson & Kwak 2010; Klein 2007). The Wall Street Journal reported that 

approximately “30 banks” attended the “emergency meeting” at the New York Fed on Friday September 

12 2008, but named only 13 bankers or banks (Mollenkamp et al. 2008, September 13).262 Ironically, 

reporters mostly waited outside the New York Federal Reserve at 33 Liberty Street like passive 

bystander extras, while a ‘financial tsunami’ was in formation (Osborne 2009, September 13). Not only 

did the irony of being excluded from witnessing the meeting - given the street name - go unmentioned 

by the news media, they also failed to comprehend that those inside could control the definitions and 

framing, according to crisis management strictures (’t Hart 1993: 41).263  

In effect, this ‘being there live’ media ritual lent a high degree of seriousness to a constructed event and 

it also legitimated the projected image of media outlets’ that they are “at the centre of society” (Riegert & 

Olsson 2007: 146). But, the ‘respectful distance’ they kept from the key players meant that the crisis 

actors were free to collude (’t Hart 1993: 42, 46). The president of the Federal Reserve Bank of New 

York, Timothy Geithner identified three scenarios which different groups of bankers had to address 

(Sorkin 2009: 303). One group would do a valuation of Lehman Brothers ‘toxic assets’ and explore the 
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feasibility of isolating them into an entity that the banks gathered might underwrite (Sorkin 2009: 303; 

Tett 2010: 273). Geithner instructed the second group to work out a way to make a Lehman’s takeover 

deal work for Barclays and Bank of America (Tett 2010: 273). In the third “lights-out scenario,” Geithner 

stated that the banks would need to “net down their positions,” by which he meant that if bankruptcy was 

chosen, the bankers would need to do trades ahead of the markets (Sorkin 2009: 303). This was a clear 

admission that American government officials knew that a collapse of Lehman Brothers would pose a 

major systemic threat to the financial system.264  

The New York Federal Reserve’s president also told assembled CEOs that if they did not find a ‘private 

market solution,’ their bank might be next to fall. The smartest bankers in the room could not fail to read 

the subtext. Allegedly, bankers privately thought the government was playing a “game of chicken” (Dash 

2008, September 13), in “the world’s biggest game of poker,” and contemplated numerous “doomsday 

scenarios” (Solomon et al. 2008, September 15).265 In effect, they were being given the opportunity to 

examine their collective exposure to Lehman Brothers liabilities, including its derivatives trades, in order 

to devise their post-crisis survival strategy. 

With ‘all’ resources deployed to Liberty Street, the news media failed to ask anyone from Lehman 

Brothers whether a private sector solution to ‘rescue’ their bank was really the intent, given that they 

were excluded from discussions (Dash 2008, September 13; Prins 2009: 21). Headlines that were a 

crucial part of the ‘rescue’ master frames’ construction during the Lehman Brothers’ crisis weekend 

included; “US gives banks urgent warning to solve crisis,” in The New York Times (Dash 2008, 

September 13); “N.Y. Fed holds emergency talks on Lehman future…” in The Washington Post (Landy 

& Irwin 2008a, September 13); and Lehman deal could come soon as high-level talks continue” in The 

Wall Street Journal (Mollenkamp et al. 2008, September 13). These headlines of Saturday September 

13 primed ‘the market’ for a panic on Monday September 15.266 In one respect, the week ended as it 

began. Lehman Brothers’ stock fell 13 per cent on Friday, as it had on Monday (Goldstein & Henry 2008, 

September 12; Jacobs 2010: 53; Spence 2008, September 12). 

The logic of the American monetary officials choice to defer major financial decisions to the ‘uncertain’ 

outcome of a “private-market solution” (Sorkin 2009: 302), was that they could escalate the crisis while 

staying within the cover of the dominant ‘rescue’ news frame.267 In turn, the media could be counted on 

to uphold the ‘rescue’ master frame, even though the context of this ‘rescue’ would change as the 

financial conditions worsened. On the Sunday evening of September 14, every television news 

programme broadcast pictures of Lehman’s staff exiting their headquarters with cardboard boxes 

containing belongings (Osborne 2009, September 13; Schechter 2009b). At this moment, the world’s 

public learned that the ‘credit crunch’ or ‘housing correction,’ was without doubt a financial crisis. These 

pictures foreshadowed the ‘meltdown’ that was to follow when stockmarkets re-opened on Monday 

morning. 
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Conclusion 

During the first thirteen months of the financial crisis, the Anglo-American monetary authorities 

appeared to adopt an ‘ad-hoc’ approach (Hilsenrath Ng & Paletta 2008, September 18: A1). Thus, the 

subsequent ‘rescue’ of Northern Rock following the bank-run that began over the internet as a 

consequence of the BBC’s breaking story, appeared to provoke the British government into assuring the 

public that their deposits were safe. Meanwhile, HM Treasury and the Bank of England coordinated a 

bailout they had already agreed to. News outlets worldwide repositioned themselves from their 

‘business as usual’ posture to the role of ‘neutral bystanders.’ It was at this stage that the ‘rescue’ 

master frame was established and as a news event it served as a hook for British news audiences. This 

‘neutral bystander’ contrivance meant the news media failed to report that Northern Rock’s corporate 

structure was entwined with the Crown-dependent tax-secrecy haven of Jersey. This important 

ommission protected the United Kingdom’s banking cartel from being exposed to the full scrutiny of the 

British public. The ‘nationalization’ of Northern Rock in February 2008 was therefore also reported within 

the precepts of the ‘rescue’ frame.  

The buying out that the British news media displayed was mirrored by the major American news outlets 

when they scapegoated Bear Stearns chairman and CEO James Cayne in early November 2007 for 

playing bridge, after two of their hedge funds had collapsed. Far worse details could have been revealed 

about other Wall Street executives. This event served as a necessary ‘hook’ for American news 

audiences in the construction of the ‘crisis’ narrative. To this end, the US monetary authorities ‘went live’ 

in collusion with American news outlets with their simultaneous take-down of Bear Stearns and Wall 

Street’s ‘nemisis,’ New York governor Eliot Spitzer in the week of March 10 to 14, 2008.  

The American news outlets contributed to the takedown of Bear Stearns because they failed to 

demonstrate with empirical evidence, that all of the major banks were vulnerable to massive debt 

exposures. Instead, news coverage mimicked the markets’ scapegoating of Bear Stearns, failed to 

investigate who was behind driving down its stock price (and the spikes in costs to ‘insure’ its debt), and 

ignored the US monetary authorities refusal to ‘lend’ directly to Bear Stearns. The takedown of Bear 

Stearns highlighted the news media’s duplicity. Major news outlets were willing to report on rumours 

about Bear Stearns, but were unwilling to accost JPMorgan Chase about whether the firm could remain 

solvent when Bear Stearns’ had a year long legal right to borrow against the JP Morgan balance 

sheet.268Additionally, American news media outlets failed to exercise scepticism regarding the demise of 

New York’s governor, Eliot Spitzer, given that it was well-known that he was the bane of Wall Street and 

that a prostitution ring located in Midtown Manhattan implicated a long list of wealthy Wall Street clients. 

The news media’s omission to investigate the rest of the prostitution ring’s elite clients, in effect, acted 

as an aggressive control signal to the political elite and law enforcement agencies. That signal 

communicated that any ‘dirt’ on political elites would be exposed and it would be backed up by threat of 
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imprisonment. The heads of the media conglomerates failed to communicate that their news outlets 

were a means to facilitate the threats implied by these events. Thus, the Anglo-American financial 

oligarchy could proceed with confidence given the obedience displayed by news editors, journalists, 

producers, directors and executives to adhere to crisis journalism strictures.  

The news media’s reliance on testimony from key insiders and questions from senators during the 

Senate Banking Committee hearing in early April 2008 did not add to the public’s understanding of the 

Bear Stearns’ takedown-bailout. As their wealth claims were inextricably entwined with derivatives and a 

debt-based financial system that relied on a generalized ignorance, key insiders had a collective interest, 

prior to the takeover-bailout of Bear Stearns, to bind those claims to a common objective – shadow 

bailouts. Amid this lack of scrutiny, Treasury and Federal Reserve officials met to discuss the “Break the 

glass: Bank recapitalization plan” on April 15; a symbolic choice of timing, since it is the annual date on 

which Americans file their tax returns. As the plan’s title symbolically indicated, the assembled officials 

collusively decided to shelve it until the crisis got so bad Congress would have little choice but to pass a 

bailout. In the ‘crisis’ narrative arc, this ‘scene’ represented the first focus point, which marks a change 

in the protaganists’ behaviour and sees them making a significant commitment to achieve their 

collective goals (See Appendix IV, Fig. 4). 

Major news outlets also failed to investigate William Poole – the former president of Federal Reserve 

Bank of St. Louis – who was quoted in Bloomberg on July 10 2008 to the effect that Fannie Mae and 

Freddie Mac were insolvent. His criticisms of these home finance conglomerates were equally 

applicable to the Federal Reserve and its cartel of member banks. Therefore, the heads of major 

American news media outlets demonstrated by their silence a tacit collusion with the unfolding ‘crisis’ 

narrative, when it would have been obvious to them that the two government sponsored housing finance 

conglomerates were being set-up for a takeover by the rival cartel. The Senate Banking Committee 

hearing on July 15 represented the ‘point of no return’ or the halfway point in the ‘crisis’ narrative. 

Following this meeting Paulson realized that his ‘bazooka’ speech to justify an “unlimited” sum from 

Congress was a miscalculation. The stiff rebukes he faced tested his resolve to represent the financial 

oligarchs’ that he so fittingly symbolized.   

Ben Bernanke’s presentation at the meeting of central bankers, economists and bankers in Jackson 

Hole Wyoming on August 22 signalled that a systematic response to the crisis would soon occur. 

Blinder’s deployment of ‘the Little Dutch Boy’ story was embedded with the meaning that the Federal 

Reserve had been complicit in ‘funding’ the credit boom and housing bubble, as he overtly ridiculed 

reknowned economist William Buiter. The central bank’s strategy had been to allow the crisis to 

progress (after having incrementally raised its wholesale ‘lending’ rate from a low of 1 per cent between 

June 2003 and June 2004). This eventuated with the collapses of mortgage lenders and structured 
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investment vehicles (SIVs), guided by the Federal Reserve’s view that they could manage the bursting 

of the credit bubble. 

The news media ‘failed’ to investigate the collusion underpinning the takeover of Fannie Mae and 

Freddie Mac on September 6 2008. Given that it was well known among the major media outlets that 

there was no clear separation between Wall Street and Washington, the news media demonstrated a 

contrived ignorance by chosing instead to maintain the ‘rescue’ master frame. The news media failed to 

challenge the US monetary authorities for setting in motion a dynamic in which large financial 

institutions would be undermined. After the ‘rescue’ of the GSEs, the market metaphoricaly asked 

‘who’s’ next?’ The news media was complicit in scapegoating Lehman Brothers on Tuesday September 

9 after the Korea Development Bank declined to take it over.  

Lehman Brothers’ demise was unsurprisingly similar to that of Bear Stearns. Major news outlets failed to 

point out that because Lehman Brothers had been excluded from the Friday September 12 ‘crisis’ 

meeting at the Federal Reserve’s New York headquarters, the official claim that American monetary 

authorities were attempting to ‘rescue’ the firm from collapse did not ring true. Instead, they mimicked 

the federal officials’ exclusionary behaviour by keeping Lehman’s executives and workers out of the 

‘rescue’ frame. They also failed to disclose the occurrence of a luncheon hosted by Geithner and 

Bernanke at the New York Federal Reserve for Wall Street’s top bankers, three days prior to Bear 

Stearns’ demise, wherein Bear Stearns’ executives were excluded. Hence, the ‘crisis’ weekend of 

September 12 to 14 at the Federal Reserve was the culmination of ‘contingency planning’ – a 

euphemistic term for managing the crisis – so that a market bust triggered by Lehman’s collapse could 

be used as the evidence to justify a system-wide bailout. Because the news media had adopted the 

‘neutral bystander’ posture, they had in effect submitted to the crisis journalism ritual of maintaining a 

‘respectful distance.’ At the same time, they projected a ‘being there live’ image, which lent the crisis 

event a sense of dramatic urgency and therefore the necessary element of surprise needed to construct 

the ‘rescue’ frame, under the rubric of a ‘rescue.’ 

Although the news media did acknowledge the emergence of a financial ‘crisis,’ they ‘failed’ to 

systematically investigate its deep structural and instrumental causes. This failure to conduct sustained, 

serious investigations, when it was obvious that the major banks had successfully captured the financial 

authorities, meant that the Anglo-American news media cartels had opted to produce soft-flak news 

stories. This soft-flak option meant that the major news outlets did not provide in-depth explications of 

the power relations that underpinned the Anglo-American oligarchies. They also ‘neglected’ to illustrate 

the architecture of the British-American financial systems, including their tax-secrecy haven networks. 

These ‘failures’ by the major news outlets were in fact ‘necessary’ in order to construct ‘rescue’ frames 

on a daily basis. This patterned behaviour meant the Anglo-American financial oligarchy and their elite 

technocrats could continue to perform their unfolding ‘crisis’ narrative. 
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Chapter 5: News Media Coverage of the ‘Rescues’ of the US and 

UK Financial Systems 

In the already vast literature on the ‘global financial crisis,’ the collapse of Lehman Brothers is now 

widely acknowledged as the event that triggered the ‘Panic of 2008.’ As crisis management theory 

would expect, large crisis events provoke searches to attribute responsibility and when the crisis is 

human-made, public scapegoating comes to the fore (Coombs 2006; Hale et al. 2005). Much of the 

investigative work has focused on technical and regulatory issues surrounding the deployment of credit 

securities, such as pools of mortgage bonds and credit default swaps (Bibow 2010b; Crotty 2008; 

Gorton 2008; Markose, Giansante & Gatkowski 2009; Mishkin 2008; Shadab 2010); the growth of easy 

credit (Bank of England 2008b; van Overtveldt 2010); and the unchecked size of financial institutions 

(Ferguson & Johnson 2009a,b; Johnson & Kwak 2010; Sorkin 2009). Official probes follow a formulaic 

path of comparing aggregated financial data with speculative practices, sometimes with the aid of 

seized internal documents and whistle blowers (Ferguson 2011; Financial Crisis Inquiry Commission 

2011; Jacoby & Kroft 2011; Morse 2009; Office of the Special Inspector General for the Troubled Asset 

Relief Program 2010). Various actors involved are respectfully questioned or grilled by journalists and 

interviewers as ‘shocking’ details of wrongdoing, greed, and exploitative informational asymmetries 

come to light. These developments follow a predictable narrative whereby a few individuals go to jail, 

others are vilified and regulatory changes are advocated (Bill Moyers Journal 2010; Ferguson 2011; 

Jacoby & Kroft 2011; Parloff 2009: 37-45; Schechter 2009b; Shadab 2010).  

But, what seems to get missed in such crisis investigations is an insidious crisis journalism ritual – 

perception management. As Paul ’t Hart has argued, those who control perceptions concerning the 

causes of a crisis are also in the commanding position to define the available actions to resolve it. 

Those controlling groups usually become the key beneficiaries in the post-crisis regime (1993: 41). As in 

prior crises, the sense-making reports and opinion-influencing commentaries framed by elite news 

sources attributed blame and argued for remedies while dismissing other possibilities, either overtly or 

tacitly. Few, however, questioned the sanity of tying a political system to an economic system based on 

debt. Indeed, elite news discourses never framed capitalism as a private political system and thus its 

role as the dominant political system of our time was overlooked. 

Usually, elite discussions are barely noticed by the public, but they surface during periods of crisis when 

internal conflict becomes evident and the contestation of views carries a sense of urgency. However, 

the news media rarely revealed the extent to which public debates were the result of carefully crafted or 

previously learned crisis management strategies (Coombs 2006: 248; Hale et al 2005). The proposition 

explored in this chapter then, is that during the peak of the 2007-2008 crisis period, the artefacts of 

discursive power became more visible, but even as they were relayed in the news media, they masked 



91 

the extent of covert communications among financial oligarchs.269 This chapter seeks to show that elite 

actors were able to use the media as vectors for financial contagion and crisis exploitation. For the most 

part, the major media outlets worked collusively through intensely networked power structures to serve 

the financial oligarchs, whom are deeply embedded in the political economies of the United States and 

the United Kingdom.  

Research Method 

An event-clustering technique developed to decipher submarine intelligence reports is adapted to reveal 

the patterns in news frames, crisis journalism rituals and various masking techniques. As indicated in 

chapter one, four broad event clusters are identified:  

(1) Institutional ‘meltdowns’ and ‘fallout’: Lehman Brothers, Merrill Lynch, Reserve Primary Fund, AIG 

and Halifax Bank of Scotland (September 15 to 20);  

(2) Bank Holding Companies - Morgan Stanley and Goldman Sachs (September 18 to 25);  

(3) Bailout Bill Rejected (September 20 to 30); and,  

(4) The Resurrection of the Bailout Bill (September 29 to October 4).  

In chapter one, I explained why the elite print media is significant. In this chapter, I will examine media 

coverage of the four event clusters. 

Event Cluster One: Institutional ‘meltdowns’ and ‘fallout’ 

Monday September 15 to Friday September 19 (EST)270 

Lehman Brothers, Merrill Lynch, Reserve Primary Fund, AIG, & Halifax Bank of 

Scotland 

Coupled with the disarray early Monday morning September 15 due to the collapse of Lehman Brothers, 

Bank of America’s acquisition of Merrill Lynch for $50 billion in shares was promoted as part of a 

broader effort to “calm the markets” (Ferguson 2011; Norris & Bajaj 2008, September 15: A1, NYT). On 

Tuesday September 16, news that a large money market fund, the Reserve Primary Fund, was in 

trouble, caused a run from many money market funds to the perceived safety of government securities. 

This capital flight from commercial paper triggered banks to stockpile what ‘reserves’ they had, and a 

surge in borrowing from the Federal Reserve followed. On Tuesday evening, the US Treasury took a 

79.9% stake in American International Group (AIG) and the Federal Reserve ‘loaned’ the insurance 

conglomerate $85 billion. 
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This takeover occurred the same day as UK financial authorities assisted in the takeover of Halifax Bank 

of Scotland (HBOS) by Lloyds TSB. This intervention triggered questions about the actions of US 

monetary officials after they refused to help Lehman Brothers stay in business two days prior. Following 

two more days of market chaos, Henry Paulson and Ben Bernanke met privately with congressional 

leaders on the Thursday evening of September 18. At this meeting in a conference room adjacent to the 

office of House of Representatives’ speaker, Bernanke and Paulson laid out a grim picture regarding the 

US financial system. They argued the case for legislation, which was being written concurrently by 

Treasury staff, to appropriate hundreds of billions of ‘tax dollars’ to ‘save’ the ‘financial system.’ The 

subsequent news that Treasury had issued a three-page term sheet as a proxy for a bill of $700 billion 

dollars divided the Congress, ignited the public’s anger and triggered the elites into crisis management 

mode to manipulate perceptions (United States Department of the Treasury 2008c, September 21). My 

analysis of this first event cluster will reveal how the major news media outlets shifted their positions 

within the ‘rescue’ frame as the ‘crisis’ narrative developed. Overall, the language of financial news 

contained complex framings, which masked economic power relations and downplayed the severity of 

the crisis (See Appendix V, Fig. 5).  

-------------------- 

Daily Newspapers 

The most immediate observation of this first cluster 

is how the coverage inverts the hypothetical 

textbook journalism scenario of four reporters 

covering the story of a blaze that engulfs a building, 

which occupies a whole city block. Because each 

journalist witnesses the same event from a 

different street corner, it is predicted their stories 

will be different accounts. Figuratively speaking, all 

accounts of the Lehman Bothers crisis weekend 

were reported from the corner of Liberty Street and 

Nassau Street, in lower Manhattan, as though the 

journalists had witnessed an accidental fire. 

Despite being implicated in causing the finance, 

insurance and real estate (FIRE) sector to 

metaphorically ignite, the FIRE actors coming and going from the Federal Reserve Bank of New York 

were depicted in ways which masked the collusive economic harm they had inflicted on society.271 For 

instance, in a Wall Street Journal front-page article headlined “Ultimatum by Paulson Sparked Frantic 

End” the reporters remained obedient to the invisible forces of power by using valorizing phrases such 
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as “captains of finance,” “Who’s Who of Wall Street” and “financial titans (Mollenkamp, Craig, Ng, & 

Lucchetti 2008a, September 15, A1, WSJ). Due partly to their proximity to ostentatious symbols of 

financial wealth, as when the bankers’ parked limousines caused a traffic jam, the journalists from all the 

news outlets failed to contextualize the unfolding events as ritual displays of power designed to distance 

outside observers, including the news media.272 The financiers could have arrived in New York’s famous 

yellow cabs, or walked. Effectively, the reporters complied with their own exclusion from the Federal 

Reserve Bank of New York’s “fortress-like” headquarters at 33 Liberty Street by maintaining their 

‘neutral bystander’ posture (Sorkin 2008h, September 15: A1, NYT; White & Anderson 2008, September 

15: C1, NYT). 

Unsurprisingly, the newspaper coverage on Monday morning, September 15, failed to criticize the US 

monetary authorities for obvious discrepancies between their actions and the noble claims inherent to 

the ‘rescue.’273 The Federal Reserve had announced the previous evening that they would be easing 

the standards for financial institutions to access loans – when at the same time – Lehman’s was 

evidently denied federal funds. In place of clear explanations, journalists either justified it with rationalist 

arguments or relied heavily on the use of metaphors to deflect attention from the deeper power 

relations.274 For instance, in a Financial Times’ lead story for September 15, headlined “Fight for survival 

on Wall Street” a pyrological metaphor was used to explain that the biggest banks on the planet had all 

but given up their attempts to “save Lehman and set out to build a firewall against further chaos” (Farrell, 

Guerrera & Guha 2008, September 15: 1).275 The firewall was allegedly a “liquidity pool” created by an 

apparently new consortium of ‘10’ major banks pledging the funds for emergency use among 

themselves.276 All accounts downplayed or ignored the fact that federal credit was used to ‘rescue’ the 

broader financial system.277  

The bank consortium resembled a joint-venture already formed called the BIDS trading system, that 

connected the large financial holding companies, primary securities broker dealers and a private equity 

firm to the New York Stock Exchange (AdvanceTrading 2010). With Lehman Brothers on the way out, 

the banks needed a mechanism to resolve their complex derivatives trades and to exploit the inevitable 

market volatility. BIDS is one of only two ‘consortium-based pools’ and is one of 40 US alternative 

trading systems (ATSs) known as ‘dark pools’ that make stocks ‘liquid’ by providing an anonymous 

digital space for buyers and sellers to complete trades (Degryse, van Achter & Wuyts 2008; Mittal, 2008: 

6). Dark pools differ from the established electronic trading exchanges such as the New York Stock 

Exchange and the NASDAQ, where quotes, volumes and sellers are publicly displayed (Degryse et al. 

2008; McGowan 2010).278 The ‘consortium-based pools’ are unique in that they are controlled by 

broker-dealers, who can use their own securities as liquidity to make trades. 

As such, the leading headline on the front page of The New York Times, “Bids to Halt Financial Crisis 

Reshape Landscape of Wall St.” on September 15 could be interpreted to mean that the ‘new’ BIDS 
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consortium was the ‘go to secret space’ 

for anonymously settling transactions 

with Lehman Brothers, while making 

bets amidst the turmoil (Sorkin 2008h, 

September 15: A1). Knowing that a 

sudden asymmetric supply of liquidity 

matched up with an anonymous stock 

trading venue was a vital piece of 

knowledge for those that could decode it, 

especially given that the original BIDS 

consortium included Lehman Brothers. 

279 For investors and speculators left out 

in the cold by the weekend’s events, 

reading that a ‘consortium’ of ‘10’ major 

banks had constructed a $70 billion ‘liquidity pool’ at the same time as the Federal Reserve had 

advanced $70 billion through its emergency lending programs would have been incensing. Their anger 

and loss of trust can be detected in the events of the following days.  

On Tuesday September 16, the Reserve Primary Fund, announced that it was ‘breaking the buck,’ 

meaning that investors would receive returns below the dollar values they invested (Acharya et al. 2009: 

9; Johnson & Kwak 2010: 163).280 This news triggered a mass sell-off of corporate bonds and other 

financial claims, with investors redeeming $349 billion from money market funds during the week that 

Lehman Brothers collapsed (Financial Crisis Inquiry Commission 2011: 357). This capital flight from 

commercial paper was mirrored by a mass buy-up of Treasury securities (Board of Governors of the 

Federal Reserve System 2010a,b; GAO 2011: 193; Hosking & Kennedy 2008, September 18: 1, T; 

Johnson & Kwak 2010: 163; Mackenzie 2008, September 16; Shrivastava 2008, September 19 C2, 

WSJ). The run of the money market funds marked the start of the fourth phase of the shadow banking 

system’s rupturing (Acharya et al. 2009: 8). 

As reportage of the Lehman Brothers ‘crisis’ weekend was subsequently enveloped by cascading 

events, market volatility was framed as though it was mostly due to investors being nervous and 

fearfully cutting their losses.281 Because the news media was unwilling to investigate the root causes of 

the financial ‘crisis,’ their deference to the spectacle of turmoil magnified anxiety and fear. For example, 

on Tuesday September 16, The Wall Street Journal constructed a live televisual coverage aesthetic 

utilizing a split-screen effect, in which nine photos captured the emotion in various trading rooms of the 

world. These were arranged around a graphic of the Dow Jones Industrial Average index of stocks, 

dropping. The placement of the Dow Jones graphic at the centre of the market panic was self-referential, 
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because The Dow Jones Company owns both the 

stock index and The Wall Street Journal. Since digital 

transactions occur at light-speed and combine with the 

instantaneity of global communications, including mass 

transmission, The Wall Street Journal was playing on 

the “optical disappearance” of accountability (Wilson 

2009: 414). It is in this way that “politics ‘disappears 

into aesthetics’ ” – as Eric Wilson put it (2010: 11); 

space and time are spliced like the frames of a movie 

storyboard. The effect is that action image sequences 

construct a copy of reality (p.6, 8, 11-12). 

This observance of the ‘rescue’ frame meant that as AIG’s financial situation rapidly deteriorated, the 

daily newspapers essentially participated in scapegoating the insurance conglomerate.282 They failed to 

investigate why all three of the major credit ratings agencies Standard & Poor’s, Moody’s and Fitch – left 

it until Monday to downgrade the insurer. Few journalists bothered to report that insurance costs against 

AIG defaulting on its debt had spiked dramatically, with a $500,000 yearly premium and an up-front fee 

of $2.5 million to underwrite $10 million worth of debt (Karnitschnig, Pleven & Ng 2008, September 16: 

A1, A8, WSJ).283 The five newspapers did not present any market data showing the spikes in credit 

default swap (CDS) costs across the major financial institutions and failed to investigate who could 

afford such costly ‘insurance’ (Bank of England 2009b: 25, Chart 2.4; Jacobs 2010: 74-75; Johnson & 

Kwak 2010: 172). 

Indeed, the newspapers failed to probe whether there was a strategic purpose behind the $441 billion 

exposure that AIG had in its default insurance portfolio for corporate clients. For the most part, they 

failed to report that credit default swaps could be used as a betting mechanism to increase the likelihood 

of a firm defaulting on its debt (Brown 2010: 368; Johnson & Kwak 2010: 82, 173). News outlets thus 

failed to investigate how widespread this pattern was. This meant that the coverage of the events 

leading to the takeover-bailout of AIG on the Tuesday evening of September 16 failed to elicit why the 

the American financial authorities had decided to ‘let’ Lehman Brothers fail. Instead, all the news outlets 

rationalized away the discrepancy.284 Furthermore, the American newspapers failed to disclose that the 

Federal Reserve had also advanced $138 billion in three loans to Lehman Brothers after it went 

bankrupt, via a JPMorgan & Chase conduit (Bloomberg and MarketWatch reported this information early 

Tuesday evening) (Kary & Scinta 2008, September 16, B; Mamudi 2008, September 16, MW). 

However, a similar hasty ‘rescue’ in Britain – that of Halifax Bank of Scotland (HBOS) – reveals the 

Anglo-American monetary authorities’ collusive tendencies, even as the British print publications 

downplayed the significance of the ‘rescue.’ As with AIG’s troubles, Halifax’s problems were 
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complicated by the publication of an unfavourable credit rating report from Standard & Poor’s about the 

bank on Monday September 15 (Hosking & Kennedy 2008, September 17: 1, T). Halifax’s stock value 

subsequently tumbled on the FTSE index. On Tuesday September 16, the ratings agencies, Fitch 

Ratings and Standard & Poor’s had both downgraded Halifax Bank of Scotland (Croft 2008, September 

17: 1).  

The two UK newspapers, the Financial 

Times  and The Times, failed to 

explore the fact that two of the three 

major credit rating agencies that had 

singled out AIG in America on the 

Monday September 15, had also 

downgraded Halifax on Tuesday September 16 (Croft 

2008, September 17: 1, FT; Hosking & Kennedy 2008, 

September 17: 1, T). Applying game theory, the London 

offices of the New York-based ratings agencies were, in effect, positioning Halifax Bank of Scotland and 

AIG as ‘hostages’ in order to induce and maintain ‘cooperation’ (Keren & Raub 1993: 430). Since the 

financial systems of America and Britain – including their tax-secrecy haven networks – were 

inextricably entwined, both country’s oligarchs needed the spectacle of a hastily organized ‘rescue’ of a 

large financial conglomerate on the brink of collapse in order to justify the shift from the so-called ‘ad 

hoc approach’ to system-wide bailouts.285  

To this end, establishment elites such as former monetary authority officials, academics and economists 

from think-tanks either wrote opinion pieces or were frequently interviewed in order to anchor a ‘rescue’ 

of the financial system as the new norm. For example, a September 17 opinion article that appeared in 

The Wall Street Journal, “Resurrect the Resolution Trust” was written by three guest columnists 

Nicholas F. Brady, Eugene A. Ludwig and Paul A. Volcker, who were all former US financial officials 

(2008, September 17: A27).286 The crisis was framed by the guest columnists as a “pathology,” caused 

by “toxic real-estate paper” which they likened to “decaying tissue” that needed to be quarantined in a 

warehouse to prevent further spread of infection. These medical metaphors were deployed to argue that 

a restoration of the financial system’s health lay with the creation of a “new mechanism” modelled on 

past precedents to clean up after crises.287 One example given was the Resolution Trust Corporation, 

created in the late 1980s to ‘resolve’ the ‘savings and loans crisis’ (Brady et al. 2008, September 17: 

A27).288 Critically, the other example they offered was the Home Owners Loan Corporation, created in 

the 1930s during the Great Depression. Having opened their guest editorial with the claim that America 

had not had a financial crisis so severe since the Great Depression, the former American monetary 

officials were tacitly deploying a threat packaged into this fear frame. 
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By Thursday September 18, fear had become more prominent as a news theme. As such, headlines in 

The New York Times’ such as “New phase as investors run to safety,” and “As fear grows, Wall St. 

Titans see shares fall; The Washington Post lead headline, “Markets in disarray as lending locks up;” 

and The Wall Street Journal’s lead headline “Mounting fears shake world markets as banking giants 

rush to raise capital,” worked to induce consent for a systemwide bailout.289 Meanwhile, in London, the 

same functional cue was evident, such as the Financial Times’ September 18 frontpage headline, 

“Panic grips credit markets (Guha, Mackenzie & Tett 2008, September 18: 1). Indeed, fear itself was 

personified on the September 18 front-page of The Times,’ as implied by the headline, “Fear stalks the 

banks” (Hosking & Kennedy 2008, September 18: 1). An aerial shot of seven bank buildings protruding 

above a fog bank suggested that ‘Fear’ 

was an at-large monster who worked 

under the cover of the City’s miasma.290 

By deploying fear, The Times could claim 

that “financial anarchy” had been narrowly 

averted by the merger deal between 

Halifax Bank of Scotland and Lloyds TSB. 

Reporters Patrick Hosking and Siobhan 

Kennedy justified the waiver of anti-

monopolist rules to facilitate this merger 

by implying “the national interest” was 

threatened and that these were no 

ordinary times. In other words, the oligarchs behind the bank mergers were signalling a threat to defect 

on the next move if the British monetary authorities breached the tacit ‘too big to fail’ cartel agreement, 

as game theory predicts. 

Throughout their coverage, The Times and the Financial Times obscured the collusion that underpinned 

the merger between Lloyds TSB and Halifax Bank of Scotland even as they revealed more details, 

albeit not on the front-page. The three British financial authorities involved in this merger were the HM 

Treasury, the Bank of England and the Financial Services Authority (FSA), while the capitulation of the 

UK Competition Commission and the Department for Enterprise and Regulatory Reform was largely 

ignored. This merger process appeared to get under way on Monday September 15 at a “Mayfair 

cocktail party” hosted by Citigroup at Spencer House in the plush London district. Both newspapers 

reported that during a conversation between the chairman of Lloyds, sir Victor Blank and Gordon Brown, 

the British prime minister had assured Blank that he would arrange for legislation to block UK regulatory 

authorities from involving the Brussels’ Competition Commission (Croft 2008 September 20: 16, FT; 

Kennedy & Hosking 2008, September 18: 4, T).291 Crucially, a Financial Times’ account contained a 

back-story revealing that back in 2006, Victor Blank as Lloyds TSB’s new chairman met over breakfast 



98 

with HBOS CEO Andy Hornby (after Blank left his chairmanship at Trinity Mirror newspaper group). 

Furthermore, Lloyds TSB CEO Eric Daniels and HBOS CEO Andy Hornby met throughout July and 

August of 2008 to discuss a merger (Croft 2008, September, 20: 16, FT; Batchelor 2006, January 26, 

FT). The newspapers missed the intention behind the cocktail party which was to blur vested interests, 

such as that between the two-long friends sir Victor Blank and Gordon Brown, amid the atmosphere of a 

social occasion. Furthermore, the timing of the ‘Mayfair cocktail party’ was impeccable given that the 

Bank of England’s Special Liquidity Scheme was due to expire on October 21 2008, which meant the 

major banks would no longer be able to swap their ‘hard-to trade’ mortgage-packaged securities with 

government bonds or securities (Morse 2009, Appendix Three: 4).292 

At the meeting with congressional leaders on the evening of Thursday September 18, Treasury 

secretary Henry Paulson and Federal Reserve chairman Ben Bernanke outlined a bleak scenario that 

evidently shocked lawmakers.293 Since all news outlets had observed the crisis journalism ritual of 

keeping a ‘respectful distance,’ sanitized versions of the manipulation that took place were dutifully 

reported by the news media, as though all the actors inside the meeting had sincere intentions to serve 

the public.294 However, numerous reports revealed that officials at the US Treasury had, for some time, 

explored ways to resolve the crisis. But, it was claimed they were hesitant to involve Congress in case 

their proposal got rejected.295 This hesitancy was used as both a justification for the apparent delay in 

switching from an ‘ad hoc’ to more systemic ‘rescue’ approach and for holding a private meeting.  

In reality, Paulson, Bernanke & Co. were attempting to avoid the flak Paulson endured at the House 

Republicans Conference following his ‘bazooka speech’ at the Senate Banking Committee hearing in 

mid-July (Paulson 2011: 151-155). (Subsequent news coverage of Bernanke and Paulson request for 

tax funds on September 18 would reveal that many ‘rank and file’ politicians perceived the coercion 

inherent in the ‘delay’). Indeed, during an 8:30a.m. conference call between American monetary officials 

earlier the same day, Bernanke had contrived a ‘Break the Glass’ ritual, which was a culimination of the 

collusive agreement reached five months prior to shelve the ‘contingency plan’ to gain hundreds of 

billions of dollars from Congress under duress (as mentioned in chapter four) (Montgomery, Irwin & Cho 

2008, September 20: A1, WP; Nocera 2008, October 2: A1, NYT;  Weisman, Cho & Kane 2008, 

October 4, A1, A9, WP).296 Then, at the evening meeting with congressional leaders on Thursday 

September 18, Bernanke stated to the politicians that if the US economy collapsed, their constituents 

would not be able to access credit, while Paulson was said to be the salesman of the ‘bailout’ plan.297 

The two financial officials’ presentation of this scenario was a ritualistic ‘Present the Bill’ performance, 

as mentioned in chapter two.  
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Numerous headlines framed the measure as an unplanned emergency response to an unexpectedly 

severe crisis such as:  

The Wall Street Journal 
U.S. Drafts Sweeping Plan to Fight Crisis As 
Turmoil Worsens in Credit Markets (2008, 
September 19: A1)  
Shock forced Paulson’s hand (2008, September 
20: A1) 
In turmoil, capitalism in U.S. sets new course 
(2008, September 20: A1)  
 
The New York Times  
Vast Bailout by U.S. Proposed in Bid To Stem 
Economic Crisis (2008, September 19: A1). 
 
The Washington Post  
Citing Grave Financial Threats, Officials Ready 
Massive Rescue (2008, September 19: A1) 
 
Financial Times  
US push to quell the turmoil (2008, September 19: 1)298  

 

 

The front-pages of the American newspapers also carried stock market graphics on their front-pages, 

and attributed a rebound in stock markets to a ‘rumour’ prior to the September 18 meeting that the 

American financial officials were going to seek a bailout. Tellingly, The New York Times’ lead story “Vast 

Bailout By U.S. Proposed ...” carried a quote from the vice-chairman of Macroeconomic Advisors, 

Laurence H. Meyer, who said, “the market’s voted and they liked the proposal” (Andrews 2008, 

September 19: A1). Meyer was a former governor of the Federal Reserve, but The New York Times’ 

failed to disclose this fact nor did it state what Macroeconomic Advisors did (Wessell 2009: 107). 

On September 20, all three American newspapers carried photos of George Walker Bush leading 

Paulson, Bernanke and Christopher Cox as they walked along a garden path past pillars at the White 

House. These shots linked the oligarchs and elites to the architecture, thereby giving the front-pages a 
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cinematic aesthetic that bespoke power by visually suggesting the subjects exuded the power of state 

institutions. The political actors were, in effect, performing what I call a ‘Power Walk’ ritual before a 

subservient press corp. Because the three American newspapers had failed to probe the root causes of 

financial crisis, this event was presented at face value. Thus, The New York Times’ front-page headline 

read, “Bush officials urge swift action on broad rescue powers” (Andrews 2008, September 20: A1); The 

Wall Street Journal’s lead story opening phrase stated, “The nation’s top economic generals pressed 

Congress to move with extraordinary speed” (Solomon & Paletta 2008, September 20: A1); and The 

Washington Post’s headline read “Historic market bailout set in motion: President cites urgent need for 

sweeping intervention” (Cho & Appelbaum 2008, September 20: A1). This meant the three US 

newspapers accentuated the three characteristics that ‘free-market’ professor Milton Friedman had 

emphasized to his ‘Chicago Boys’: “speed, suddenness and scope” (Klein 2007: 7).  

The two British newspapers depicted the continued surge in stock values on Friday September 19 as an 

understandable response, instead of critiquing this collective action as coercion from investors, 

speculators and financial institutions. Both newspapers superimposed graphics of FTSE stock index 

price movements from the week over their chosen photos for their Saturday September 20 front-pages 

to emphasize the jubilant reaction to the ‘Present the Bill’ ritual (Guha, Guerrera & Mackenzie 2008, 

September 20: 1, FT; Hosking 2008, September 20: 1, T).299 The Financial Times used a tightly cropped 

photo of Henry Paulson pointing his index finger at a dot that marked the close of the stock index’s 

trading on Friday, which had risen since the bailout announcement.300 The melding of market data and 

Paulson’s open, rounded mouth worked with the headline, “Global markets roar in approval” (Guha, 

Guerrera & Mackenzie 2008, September 20: 1, FT). This 

imagery implied that Paulson had special fantasy hero 

powers, emanating from his index finger to save ‘global 

markets.’ This ‘rescue’ frame naturalized the financial 

market as though it were a wild habitat operating according 

to the ‘laws of the jungle,’ with Paulson presiding as its 

‘king’ defending the lion’s share of the wealth.  

At this point a “detailed plan” for government intervention still had not been presented to “lawmakers,” 

but it had emerged that Treasury was not intending to create a new federal agency to oversee the 

“rescue plan” (Andrews 2008, September 20: A1, NYT; Broder 2008, September 20: C3, NYT). Rather, 

The New Yorks Times reported that the Department of Treasury intended to outsource the oversight of 

the pools of mortgage bonds to industry professionals (Andrews 2008, September 20: A1, NYT).301 The 

opinion pieces and rhetoric of political-financial elites that appeared in the American newspapers which 

had tabled the idea of a new federal agency, like the Resolution Trust Corporation, worked to make the 

proposition seem possible. They were designed to speed up acceptance of the new norm by describing 
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not so much the thing being worked on, but an idea that provided “enough continuity” with past crises, 

as Fuchs and Graf found in their study of financial crisis discourse in the German newspaper, Die Zeit 

(2010: 10). Furthermore, the ideology buttressing “American capitalism” needed resignifying too 

(Wessel 2008, September 20: A1, WSJ). 

To this end, numerous articles discussed a shift in ideology emanating from the dire circumstances 

(Abbamowitz & Eggen 2008, September 20: A1, WP; Baker 2008, September 21: A1, NYT; Wessel 

2008, September 20: A1, WSJ). A September 20 front-page article in The Wall Street Journal headlined 

“In turmoil, capitalism in U.S. sets new course,” used a maritime-discovery metaphor to naturalize the 

financial crisis (Wessel 2008, September 20: A1). Economics editor, David Wessel argued that because 

of “Black September,” the ideas underpinning America’s financial system were in the hands of “the 

keeper of the flame of free markets” – the U.S. government. None of the newspapers acknowledged 

their role as vectors for emotional-financial contagion. Their use of manipulative headlines, metaphors 

and imagery provided the subjects and objects upon which to fix fear. This enabled the construction of 

diagnostic framings that in turn justified certain courses of remedial action.302 The contradiction inherent 

to the rise in market values on news of a system-wide bailout was that there was obviously spare 

liquidity in the private sector. The collective decision to coerce Congress to bailout the financial system 

could only be made to look like the natural phenomenon of ‘markets’ with the complicity of the major 

news outlets. 

Weekly and Bi-weekly Publications  

The weekly and bi-weekly publications are important to this study because they provide a snap-shot of 

recent events and the accompanying ideological justifications and rituals used to obscure the collusion 

in the unfolding ‘crisis’ narrative. The magazines contextualize the events, key players and institutions in 

relation to their strategic ideological field of influence. Because each publication has an institutional 

frame that is uniquely constructed out of its organizational history, ownership structures, directorship ties 

to other institutions and advertising composition, these news outlets frame their stories to influence their 

target audiences. Those news audiences are comprised of varying mixes from sophisticated elites 

whose primary interests vary among politics, finance, ‘real economy’ business investment, to 

unsophisticated readers whose interests are at the consumer-level of investment, savings, employment, 

education and retirement. 

The Guardian Weekly (2008, September 19) downplayed the significance of many crucial events. Even 

though the newspaper went to press before AIG was ‘rescued,’ its summary of events failed to 

emphasize the discrepancies between the idea that Lehman Brothers apparently did not pose a 

systemic risk and the fact that major central banks around the world added funds to their banking 

systems, including the Federal Reserve, in anticipation of a major market meltown that would inevitably 
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follow (Ferguson 2011; Johnson & Kwak 2010; US bank collapse… 2008: 1).303 Likewise, Fortune, The 

Economist, Time and BusinessWeek downplayed the inconsistencies created by bailing out the banks 

(through the Federal Reserve), while refusing to help Lehman Brothers (Barrett 2008: 28-32; “Saving 

Wall Street: The last resort” 2008: 82; Serwer & Sloan 2008: 32-37; “What Next?” 2008b: 13-14).304 

Instead of investigating the crisis as the result of collusion, The Economist (September 20), Time 

(September 29) and BusinessWeek (September 29) presented the unfolding events as the 

consequence of hubris, greed and ignorance (borne of a misguided adherence to a flawed ideology).305 

The magazines used imagery to insert metaphors into their ‘rescue’ frames. The use of these 

metaphors had the effect of naturalizing the spectacle of the spreading financial contagion and of 

deflecting culpability. This meant that the objectives of the Anglo-American oligarchy and their loyal 

financial technocrats were not investigated in the accompanying articles. They were, however, subtly 

communicated. Ideological justifications and framing strategies in Time and The Economist are worthy 

of analysis here due their audience differences.  

For instance, on the cover of Time’s September 29 edition, a 

suited businessman appears to fall headlong into a manhole, but 

at a deeper level, the image was used to construct a world that 

had become a “financial horror show,” wherein Uncle Sam’s 

experts had dived in and found themselves in “terra incognita” 

(“How Wall Street sold out America” 2008; Serwer & Sloan 2008: 

32).306 Time recruited two Fortune magazine editors, Andy 

Serwer and Allan Sloan, to write the cover story entitled “The 

price of greed, ” which together with a large close-up photo of 

Henry Paulson cast as Uncle Sam, helped create the illusion that 

the magazine had gone to extraordinary lengths “to ask the right questions” (2008: 32-33).307 Since the 

term ‘terra incognita’ means “an unexplored or unknown land, region or area for study” (Collins English 

Dictionary 1991: 1592), Serwer and Sloan’s discovery metaphor allowed them to claim that the Federal 

Reserve and U.S. Treasury officials faced the challenge of 

“getting ahead” of the crisis so that the next president could 

undertake the “massive job of righting the financial ship” (p.32).  

To this end, a fear frame was used which foreshadowed the 

spookiness of the financial system by informing readers that 

“going forward” there was “one particularly creepy thing to keep 

in mind” (Serwer & Sloan 2008: 32). Evidently, “[i]n normal times, 

problems in the economy cause problems in the financial 

markets because hard-pressed consumers and businesses have 
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trouble repaying their loans” (p.32).308 The ‘creepy thing’ really was that Serwer and Sloan did not 

explain why it was usual that individuals and companies had difficulty “repaying their loans.” Moreover, 

Fortune’s editors – with 65 years business writing experience between them – did not elaborate for 

“average folks” why it was that loans were the dominant means to fund ways to make a living or to 

secure private shelter from the elements (Brown 2008; Griffin 2008; Grignon 2009; Rowbotham 1998; 

2000). Instead, Time’s readers were told, “financial markets are slowing the economy rather than the 

other way around” (Serwer & Sloan 2008: 32).  

To sell their ‘terra incognita’ metaphor, the writers added forebodingly that financial markets had not 

slowed the economy “since the Great Depression.”309 A subtler metalevel meaning was inferred by this 

historical referent. Historian and legal scholar Steve Newcomb states that a doctrine in international law 

known as terra nullius, derived from Roman law, legalized territorial expansion of ‘unihabited’ lands by 

holding that enemies had no rights to land and property (Silver, Pugh & Harry 2003). Newcomb, a 

Shawnee and Lenapa Native Canadian, argued that the Catholic Church altered this doctrine to terra 

nullus – meaning people living in the New World were deemed too ‘primitive’ to be considered 

‘sovereign’ because they lacked Christian mythology and therefore had no legitimate legal or political 

status (Silver et al. 2003; Ivison, Patton & Sanders 2000: 12; Miller, Ruru, Behrendt & Lindberg 2010).310 

The implicit and explicit invocation of ‘terra incognita’ as a discovery metaphor in the elite discourse 

during the intensification of the financial crisis suggests that the financial elites were anchoring terra 

incognita as a doctrine for the appropriation of tax funds. The inference was that American citizens had 

no sovereign rights as a people and therefore the first 10 amendments to the US Constitution, or the Bill 

of Rights, were null and void (Brobst & Beddoe 1991). As such, this ‘terra incognita’ metaphor worked 

within the strictures of the ‘rescue’ master frame since it abided by its implicit assumption that the 

financial crisis was not the result of a malevolent plan. Thus, Time’s audience were being manipulated 

to accept the ‘boom-bust-bailout’ formula by the universal production of ‘an atmosphere of catastrophe’ 

as experiential evidence of authenticity.  

The Economist’s September 20 issue contained exemplarly 

examples of inter-elite codified communication, replete with 

ideologically-infused symbolism. The Economist cover – entitled 

“What next?” – used a maritime metaphor in the form of a 

maelstrom or powerful vortex symbolically sucking in various 

financial institutions that were taken-down or weakened in the 

financial crisis, thus far (“What Next?” 2008a September 20). 

The maelstrom tacitly referenced the off-shore/on-shore divide 

that underpins the Wall Street-Washington-City-Tax Haven 

Complex. This divide has a long history dating back to the 
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oligarchs of the Roman empire (that included wealthy politicians) who underwrote and invested in 

maritime voyages as a way to avoid land-based taxes (Brobst & Beddoe 1991; Glasman 2005; Palan et 

al. 2010; Shaxson 2011).311 The illustration obscured the financial oligarchs manipulation of their 

criminogenic environments (as though financial events were “a disaster”). This in turn meshed with the 

expectation of a ‘rescue at sea’ through public insurance claims or bailouts (“What Next?” 2008a; “What 

Next?” 2008b: 13-14).312  

The Economist’s editorial – also entitled “What next?” – used a neurological metaphor to cleverly avert 

the issue of culpability. It was suggested that “finance” was “the brain of the economy” (What Next? 

2008b, September 20: 14). “The brain” was evidently petulant as it did not like regulation that went 

against its ideas. According to the editor, its latest idea involved its own “shrinking” so long as it could 

control how “the economy” would “shrink” too.313 Thus, oligarchic wealth defence was embedded into 

the editorial and callous ‘austerity measures’ were foreshadowed.314  

The metaphors used across the magazines focussed upon the experiential evidence of the crisis and 

ignored the substantive evidence. This meant that those among the news audience’s who turned to 

these magazines for a deeper understanding of the crisis were manipulated according the publications’ 

ideological mandate. This meant earnest readers would lack the facts necessary to construct counter 

arguments that might have challenged the unfolding official ‘crisis’ narrative. For sophisticated readers, 

the imagery and articles supplied them with ideological framings that could be used to manipulate others, 

including political elites, to support system-wide bailouts. 

 

Event Cluster Two: Bank Holding Companies 

Tuesday September 16 to Thursday September 25 

Goldman Sachs and Morgan Stanley 

Amid doubts that Goldman Sachs and Morgan Stanley could withstand the turmoil, the last two of the 

‘big five’ ‘independent’ investment banks made near-simultaneous moves to achieve new goals, as 

game theory predicts in order to maintain cartel ‘cooperation.’ Three phases were distinguishable in 

event cluster two. These were the ‘Attack on the Investment Banks,’ which occurred between 

September 16 and September 21, 2008; the ‘End of Wall Street?’ that occurred on September 22 and 

September 23; and the ‘Resurrection rituals,’ which occurred between September 22 and September 25. 

On Sunday September 21, Goldman Sachs and Morgan Stanley, two major broker-dealers in US 

Treasury securities, gained approval from the Board of Governors of the Federal Reserve System to be 

conferred with bank holding company status. With this new classification, the news media emphasized 
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that Goldman Sachs and Morgan Stanley were no longer investment banks because they gained the 

capacity to become deposit-taking commercial banks. Additionally, this meant that their broker-dealer 

businesses could access credit from the Federal Reserve using a wide array of assets as collateral. 

Merrill Lynch & Co. was also granted permission to post a wide range of collateral for credit from the 

Federal Reserve, but this development received almost no media attention. And, the news media almost 

totally ignored the development that the London units of all three banking conglomerates had gained 

access to federal credit. 

This event cluster ends on Wednesday, September 24 2008, when the troubles facing these banks 

appeared to be resolved. The news media conveyed the idea that by being within the Federal Reserve 

System, Morgan Stanley and Goldman Sachs had gained a more stable funding base, and that they 

would be subject to tighter regulatory supervision. On Tuesday evening, September 23, Goldman Sachs 

announced that they had gained an investment of $5 billion from Warren Buffett’s Berkshire Hathaway. 

A Japanese banking conglomerate Mitsubishi UFJ Financial Group also signed a deal to gain a 20 per 

cent stake in Morgan Stanley (See Appendix V, Fig. 6). 

------------------------- 

Daily Newspapers  

During the ‘Attack on the Investment Banks’ phase, the newspapers reported that both Goldman Sachs 

and Morgan Stanley had held conference calls with ‘bank analysts’ on Tuesday September 16. The 

newspapers’ accounts of this development such as a New York Times’ story on the business section 

front-page headlined, “Goldman posts profit, and Morgan follows suit” did not investigate this as a dual 

move by cartel rivals (Story 2008, September 17: C1). The daily newspaper coverage reported that 

Goldman Sachs and Morgan Stanley made early profit postings, but this move did little to appease 

investors/speculators concerns. Coverage of the conference calls were written into the stories in such a 

way that it was not clear whether the journalists were present at the banks or whether they listened in 

from their news desks (Baer, Farrell, Sender, Bullock & MacIntosh 2008, September 18: 21, FT; Landy 

2008, September 17: D1, WP; Story 2008, September 17: C1, NYT). This passive ‘neutral bystander’ 

stance meant the journalists were off-the-hook to challenge the bankers from Goldman Sachs and 

Morgan Stanley and the ‘bank analysts’ about their game strategies and ‘behind-the-scenes’ 

discussions.315 

Of the two investment banks, Morgan Stanley became particularly vulnerable (Sorkin 2009: 410-412). 

To put an end to the third phase of the shadow banking system’s rupturing or the ‘run on the investment 

banks’ (Acharya et al. 2009: 8), Kevin Warsh, a governor of the Federal Reserve System urged the 

CEO of Wachovia, Robert Steel, to call the CEO of Morgan Stanley, John Mack, on Wednesday 

September 17 (Sorkin 2009: 414). The news media reported this conversation about a ‘possible’ merger 
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deal at face value, and presented the linkages in 

their career trajectories as though this connection 

alone accounted for the phone call. For example, 

in a front-page Wall Street Journal article 

headlined “Morgan Stanley in talks with 

Wachovia…” the reporters revealed that both had 

studied at Duke University and were on the board 

of trustees (Lucchetti, Smith & Strasburg 2008, 

September 18: A1).316 Indeed, Steel and Mack’s 

names lent this exchange symbolic value. The 

decision behind Steel placing the call (and not any other CEO from a major bank) was to communicate 

to Mack the need to exude a “steely exterior” as The Economist put it, more generally, in an article 

entitled “On life support” (2008, October 4: 73). Behind the scenes, Mack had been panicking (Sorkin 

2009: 410). The personalized framing used to construct the CEO’s backstory, therefore, communicated 

that a steel-reinforced ‘pillar of the financial community’ was having a pep-talk with a mate, since in 

American folksy vernacular, the word ‘mack’ means mate. 

To market insiders, who were aware that the Treasury and Federal Reserve were running a shadow 

bailout operation (even though much of it had been exposed), “the preliminary merger talks” 

symbolically communicated that the financial authorities were busy laying concrete plans for a bailout 

(Acharya et al. 2009: 10; Enrich, Fitzpatrick & Paletta 2008, October 6: A1; Subramanian & Sharma 

2010b: 7). Despite a mention that Morgan Stanley’s share price had been affected by rising costs to 

insure its debt, The Wall Street Journal’s article “Morgan Stanley in talks with Wachovia…”  failed to 

reveal who the biggest counterparties of credit default swaps were (Fitch Ratings 2007: 9; 2009: 8; 

Wilmarth 2009: 993-994).317 

As trust in financial markets appeared to collapse, news reports attributed the investment banks’ 

plummeting stock prices either to fears about their reliance on short-term borrowing to fund their 

activities; or to attacks from short sellers. As with the demise of AIG, the daily newspapers failed to 

investigate the aggressive rivalries that were readily detectable in the market data, particularly the 

exorbitant costs to ‘insure’ the investment banks’ debt. Instead, soaring costs for credit default swap 

contracts were widely reported by the newspapers as attributable to institutional investors protecting 

themselves (Drew et al. 2008, September 21: A1, WP; Landy 2008, September 18: D1, WP; White & 

Dash 2008a, September 18: A1, NYT).318 Only one article published prior to the investment banks 

becoming bank holding companies, on September 18 in The Wall Street Journal, explained the betting 

mechanism function of credit default swaps (Hilsenrath, Ng & Paletta 2008, September 18: A1).319 

However, the article failed to make clear that both investments banks had ‘insured’ their debt and bets 
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with AIG Financial Products (Johnson & Kwak 2010; Prins 2009). Consequently, the spikes in credit 

default swaps were rendered as the flow-on effects of a crisis caused by “the credit boom” (this was, in 

effect, a variation on the ‘natural market forces’ theme).320  

Thus, the significance of the ‘rescue’ frame during the ‘Attack on the Investment Banks’ phase was that 

it disguised oligarchic collusion by naturalizing financial turmoil with ideologically-infused metaphors. 

The metaphors used in this coverage were medical, legal, solidaristic, psychological, mythological, 

ecological, evolutionary, meteorological, maritime and military.321 For instance, numerous accounts 

used an evolutionary survival metaphor to describe the “last two investment banks” as “an endangered 

species” upon the Wall Street “landscape” (Drew et al. 2008, September 21: A1, WP; Hilsenrath, Ng & 

Paletta 2008, September 18: A2, WSJ; Landy 2008, September 17: D1, WP). By portraying ‘the 

markets’ as natural forces arising from the tumultuous financial environment, individual actors and 

institutions were thus merely reacting to survive.322 Crucial to this obfuscation of oligarchical 

maneouvring was the deployment of fear. Stories that amplified fear were:  

The last two investment banks fight for position – The Washington Post 

(Landy 2008, September 17: D1) 

Could the end be near for the big Wall Street brokerage? – The Washington Post  
(Landy 2008, September 18: D1) 

Mounting fears shake world markets as banking giants rush to raise capital – The Wall Street Journal 
(Lauricella et al. 2008, September 18: A1)  

Worst Crisis Since ‘30s, With No End Yet in Sight – The Wall Street Journal 
(Hilsenrath et al. 2008, September 18: A1)   

Panic grips credit markets – Financial Times  
(Guha et al. 2008, September 18: 1)  

Shares slump on Wall Street to fuel fears of massive fire sale” – The Times  
(Bawden et al. 2008, September 18: 44)  

As fear grows, Wall St titans see shares fall – The New York Times  
(White & Dash 2008, September 18: A1)  

Cultural and structural shifts rise out of risk-taking Titans’ hard fall – The Washington Post 

(Drew et al. 2008, September 21: A1) 
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On Monday September 22 and 

Tuesday September 23, an ‘End 

of Wall Street?’ narrative was 

deployed to mask the actual 

process whereby Goldman Sachs 

and Morgan Stanley became bank 

holding companies. The American newspapers 

constructed a narrative asserting that the new bank holding 

companies would become more transparent, less risky and 

more tightly regulated.323 These assertions were 

widely reported as though they were the price the 

investment banks had paid in return for ‘permanent’ 

access to federal credit. By conveying the idea that 

the Federal Reserve System was a tougher 

regulator removed from the ideological and 

commercialized fee-dependency of other regulators, the daily news coverage obscured the vested 

interests behind the decisions to assign bank holding company status to Morgan Stanley and Goldman 

Sachs.324 By emphasizing the drama of the crisis through historical framings, including referents to the 

Great Depression era, the news media signalled that, finally, the separation between investment and 

commercial banking – legislated by the Banking Act or Glass-Steagall Act of 1933 – had been 

overcome.325 Because the Banking Act of 1933 was passed out of a recognition that wild speculation 

evidently driven by the credit boom of the so-called ‘roaring’ 1920s had created the conditions for the 

economic collapse that followed, this justification was ironic (Engdahl 2009; Ferguson 2011; Johnson & 

Kwak 2010). In other words, the claim that Morgan Stanley and Goldman Sachs would now be subject 

to “tighter regulation” was incompatible with the assertion that Wall Street’s make-over had returned 

things to how they were before the Banking Act of 1933.326 This incompatibility was obscured by a 

‘Saviour’ metaphor that was tacitly applied to the Federal Reserve, such that the US central bank 

appeared to be acting as a benign rescuer.327 

Here, the news outlets had a perfect opportunity to argue that Paulson, Bernanke and Geithner & Co.’s 

decision to ‘let’ Lehman Brothers fail was not a principled stance, but a blunt strategy to coerce 

Congress for a bailout. The opportunity arose from damning parts of a press release issued by the 

Board of Governors of the Federal Reserve System on Sunday September 21 at 9:30 p.m. (Board of 

Governors of the Federal Reserve System 2008, September 21; Paulson 2011: 247). This press release, 

which publicized the newest bank holding companies, mentioned that Morgan Stanley, Goldman Sachs 

and Merrill Lynch’s London brokerage units had gained access to federal credit. It also stated that Merrill 

Lynch in America would also be able to borrow under the same easy terms as the new bank holding 
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companies (GAO 2011: 27). In this way, the three largest Wall Street investment banks had, in less than 

a week after the failure of Lehman, by merger and change of regulatory status, become more directly 

linked to the Federal Reserve System.328 These moves reveal the real motives behind the attacks on 

the investment banks.  

Investors/speculators had an immediate need for Goldman Sachs, Morgan Stanley and Merrill Lynch to 

gain greater access to federal credit because this would enable them to swap their unmarketable 

securities for tax-funded Treasury securities. Furthermore, just five major banks – JPMorgan Chase, 

Citigroup, Bank of America, Wells Fargo and HSBC Bank USA – were counterparties to 95% of the US 

credit default swaps market. Since these five bank holding companies were all members of the Federal 

Reserve System, those banks along with the US central bank, had huge stakes in coercing the two 

major broker-dealers in Treasury securities to fully merge with the Wall Street-Washington Complex 

(Gordon & Hall 2009; Markose et al. 2009: 25, 35-36).329 Unsurprisingly, the news media made no effort 

to find out how much Goldman Sachs, Morgan Stanley and Merrill Lynch were borrowing from the 

Federal Reserve.330  

The near-unanimous omission in the dailies of Merrill Lynch being granted more access to the Federal 

Reserve’s credit is very telling (“The End of Wall Street” 2008, September 23: A28, WSJ; Enrich & 

Paletta 2008, September 23: A6, WSJ; Irwin & Appelbaum 2008 September 22: A1, WP; Reddy 2008 

September 23: A8, WSJ; Sorkin & Bajaj 2008, September 22: A1, NYT). The exception was a Wall 

Street Journal article headlined “Goldman, Morgan scrap Wall Street model…” which only made brief 

mention of it on page six (Hilsenrath, Paletta & Lucchetti 2008, September 22: A1, A6). This is because 

the official narrative regarding the apparent ‘failed attempt’ to save Lehman Brothers from bankruptcy 

included the American monetary officials’ claim that they had been surprised by their British 

counterparts’ refusal to underwrite potential losses that Barclays’ might incur in buying the imploding 

Wall Street investment bank (on the weekend of September 12 to 14, 2008) (Sorkin 2009; Tett 2010). If 

it had become widely known that Merrill Lynch had also gained easy access to cheap federal credit, 

including its London brokerage units, the official financial ‘crisis’ narrative and ‘rescue’ master frame 

would have been threatened. This news would have demonstrated that the Federal Reserve did not 

need the UK financial authorities’ approval to guarantee a Barclays’ takeover of Lehman Brothers. 

Rather, it demonstrated the American financial authorities’ disdain for Lehman Brothers because it was 

a poor cartel member. Hence, their decision to make Lehman fail occurred so that news of the collapse 

could be used to escalate the crisis. This would then justify the deployment of the so-called ‘contingency 

plan’ – the system-wide bailout.331 

With their new bank holding company classification, Morgan Stanley and Goldman Sachs began deal-

making with Mitsubishi UFJ and Warren Buffett of Berkshire Hathaway, respectively. On the Tuesday 

evening of September 23, Goldman Sachs announced that Warren Buffett had invested $5 billion and 
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Morgan Stanley announced that Mitsubishi 

UFJ had bought 20 per cent in their firm. The 

daily newspapers reported this development 

as a ‘vote of confidence,’ and mostly focussed 

on Buffett’s investment in Goldman Sachs, 

who was valorized, often as a “sage” or  an 

“oracle.”332 For example, The Wall Street 

Journal lead story headlined, “Buffet to invest 

$5 billion in Goldman” and subheaded, 

“Famed investor’s move is seen as a vote of confidence in crisis-stricken banking system” was 

accompanied by a big close-up of Warren Buffett smirking. This photo created a cinematic aesthetic that 

symbolized financial power (Craig, Karnitschnig & Lucchetti 2008, September 24: A1).  

On the surface, the announcement that America’s allegedly wealthiest financier and a financial 

conglomerate from the ‘cash-rich’ economy of Japan had invested in the financial sector constituted new 

hope. Since the news media was observing crisis media rituals, they did not report that these events 

were themselves rituals; to do so would have exposed the ‘crisis’ narrative as an artifice. As such, none 

of the news stories conceptualized Buffet’s investment as coercive on Congress, despite numerous 

articles reporting that he would not have made the investment if he thought the bailout bill would not 

pass (Landy & Heath 2008, September 25: D1, WP; Pulliam, Kelly and Karnitshnig 2008, September 25: 

A1, WSJ; White 2008, September 24: A1, 25, NYT). Nor did they report the 20 per cent stake in Morgan 

Stanley by Mitsubishi as an arrangement to appease Japanese investors burned by the financial 

collapse and as a strategem to pressure Congress with the spectre of more foreign ownership of US-

based financial firms (if the bailout bill did not pass).333 

As with the two previous phases in this event cluster, the newspapers obscured the vested interests 

inherent to these deals by deploying ecological-survival/apocalyptical and mythological metaphors to 

dramatize the near-death of the last two of a ‘financial species,’ Goldman Sachs and Morgan Stanley.334 

In effect, the banks had come through a ritual of ‘Resurrection,’ wherein they had metaphorically 

undergone a sacrificial market death from which they ‘rose back to life’ on Sunday September 21, when 

the Federal Reserve bestowed them with bank holding company status. The synchronized 

announcements that Goldman Sachs and Morgan Stanley had also received investments from 

Berkshire Hathaway and Mitsubishi UFJ, three days after the Board of Governors of Federal Reserve 

System symbolically publicized the end of the ‘independent’ investment bank, metaphorically 

symbolized ‘Salvation’ rituals. By gaining new capital, this development symbolized the fruition of their 

‘sacrifice’ in a broader narrative.335 Such a ‘sacrifice’ was made so that other financial firms that had 
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‘sinned’ (by taking on too much leverage) might also be saved from a corporate form of mythological 

damnation: bankruptcy.336 

Weekly and Bi-weekly Publications  

The Guardian Weekly and the magazines’ framings shared the ideology that ‘the market’ was the best 

and only system for mediating economic activity, despite the acknowledged recurrence of financial 

crises. To mask the deeper causes that underpinned this pattern of boom, bust and bailout, ideologically 

infused metaphors were once again used. These metaphors were used to construct pro-market and fear 

frames within the ‘rescue’ master frame. They can be summarized as follows: 

Publication Date Metaphor Frame 

Time  Sep 29 Apocalyptic fear 

  ‘Saviour’ fear 

BusinessWeek Sep 29 astrological fear 

 Oct 6 ecological-survival fear 

Fortune Oct 13 ‘Saviour’ pro-market 

  historical/military fear 

The Economist Sep 20 ecological-survival fear 

  astrological fear 

 Sep 27 aberration/black swan pro-market 

  ecological-survival pro-market/fear 

Guardian Weekly Sep 26 medical fear 

 

The readers of these publications were not provided with a clear picture of the developments examined 

in this event cluster. The metaphors listed above were deployed to: merge the interests of ordinary 

people with those of the oligarchs; legitimate the actions taken by financial authorities; naturalize the 

crisis while appearing to be informative; and control people through fear (and by luring consumer-

investors to keep believing in markets).  

Time’s brief mention of Morgan Stanley and Goldman Sachs during the ‘Attack on the Investment 

Banks’ phase in the September 29 article, “The price of greed” clarified little about the Wall Street-

Washington Complex (Serwer & Sloan 2008: 36-37). The writers employed an apocalyptical metaphor 

when they claimed that many “analysts” thought the two investment banks would “survive the meltdown” 

(p.37). The mention of Goldman and Morgan served as a control mechanism since Time’s depiction of 

the former Goldman Sachs’ CEO Henry Paulson as Uncle Sam, in his role as secretary of the Treasury, 
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inferred that if the last two investment banks failed, then the entire US financial system would quickly 

unravel. 

An exemplary case of naturalizing the 

‘Attack on the Investment Banks’ phase 

in the magazine coverage appeared in 

BusinessWeek’s September 29 edition. 

An illustration that accompanied an 

article entitled “More pain ahead,” 

depicted a hand upon whose thumb was 

a crouched suited businessman, viewing 

the hand. This ‘universal investor’ has 

been bestowed with fortune-telling 

powers as he is contemplating the 

palm’s red-coloured life-lines. The reporters David Henry and Matthew Goldstein postulated, “that a 

future without Goldman or Morgan Stanley is no longer inconceivable” (2008: 36). The life-lines in the 

illustration are superimposed over Federal Reserve $100 bills, while at the edges of the palm, the 

fingers and wrist reveal star constellations, thereby invoking the status of the Federal Reserve as the 

world’s reserve currency. The red life-lines communicate that credit really is the life-blood of the 

American economy. This depiction not only conflated the fate of the US financial system with the world, 

since beyond the palm is the cosmos. It also signified collusion and conspiracy because the universal 

investor’s extra-sensory perception powers allows him to see the ‘sacred cow’ of ‘free-markets’ – the 

‘invisible hand.’337 Exponents of neoliberal ideology used this supernatural metaphor to claim that in a 

market economy unencumbered by state regulation, all goods and services would be priced efficiently 

by ‘the market.’ However, under the tutelage of the Chicago School of Economics, the Council on 

Foreign Relations, the Trilateral Commission, the Bilderberg Foundation and other corporate-funded 

foundations – ‘free-market’ reformers positioned greed as the guiding ethos, underpinned by a drive to 

accumulate power for the oligarchic owners of transnationalized banking and industrial cartels (Carroll 

2010; Klein 2007). Thus, BusinessWeek’s foray into palmistry and astrology served to distort reality by 

wryly universalizing the fortunes of the American financial oligarchy with its hapless unsophisticated 

investor readers, while naturalizing the phenomenon. 
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The Economist September 27 edition 

deployed cleverly chosen ecological survival 

and aberration metaphors to communicate to 

its elite audience. In a whimsical illustration 

accompanying an article entitled “American 

finance: And then there were none,” the four 

investment banks that remained after the 

Bear Stearns take-down were depicted as 

beleaguered office blocks (2008: 75). A giant 

wrecking ball has knocked over one building, which represents Lehman Brothers. Another building, 

which has legs and is running away, signifies Merrill Lynch, who scurries past a factory from the ‘real 

economy,’ presumably to find Bank of America. A third building, which symbolizes Morgan Stanley, has 

taken cover in an underground safe and is about to be covered-up by a hand holding a large steel plate. 

This hand, which had become more visible in the crisis, represented the usually ‘invisible hand’ of the 

Wall Street-Washington Complex, and therefore required the ideological framing of the ‘rescue’ to distort 

its collusive activities. And the biggest building, which portrays Goldman Sachs, has been captured in 

the talons of a blue buzzard, which is ascending skyward. The buzzard symbolizes Warren Buffett – the 

‘Oracle of Omaha’ – since buzzards are native to Nebraska and he was featured in an accompanying 

story entitled “Tucking in” (2008: 76). With these industrial and ecological-survival metaphors, The 

Economist editors were signalling an asymmetric recovery among dominant players, replete with hostile 

takeovers, while the ‘real economy’ would be ignored, as cartel game theory predicts (Ayres 1987).338  

Instead of explaining how exactly the crisis occurred, readers were told that a “global liquidity glut” (as 

“[the] head of one bank” phrased the worldwide credit boom), had led to what the editors referred to as 

“the golden years of risk-taking” (“American finance” 2008, September 27: 75).339 All this had evidently 

been an “aberration.” The Economist’s use of this aberration metaphor echoed the view of banker Lloyd 

Blankfein, who used it in an interview with The New York Times soon after he became CEO of Goldman 

Sachs in June 2007; albeit in an inverted way. Blankfein stated that the Banking Act of 1933 was “an 

aberration” that had prevented modern day bankers from creating the complex speculative bubbles that 

“the Rothschilds or J.P. Morgan” had been able to in their time (Engdahl 2009: 317).340 The illustration 

signalled a deeper meaning. In the field of optics a spherical aberration refers to “a defect in a lens or 

mirror [with spherical surfaces] that causes the formation of … a distorted image” (Collins English 

Dictionary 1991: 3, 1487). The circular shadows of multiple wrecking balls swinging beyond the image 

frame represented the unseen ‘speed politics.’ Here, this ‘aberration’ metaphor was used to tacitly 

legitimate the regrettable market turmoil and hostile takeovers as necessary for financial markets to 

return to ‘normality.’  
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Consistent with the aberration metaphor, the article came full circle by finishing whimsically (given the 

cartoon at the beginning) with a question: “[a]nother black swan in 2083 and who knows?” This question 

worked to naturalize the return to the kind of banking conglomerates that tycoon John Pierpont Morgan 

had constructed over 75 years ago. The term ‘black swan’ was unexplained and referred to a book by 

finance academic, Nassim Nicholas Taleb. The book, The Black Swan: The Impact of the Highly 

Improbable, was about unpredictable events coined by the author as ‘Black Swans’ evidently because 

there was nothing in the past to convincingly point to their “possibility” (Taleb 2008: 1). The ‘black swan’ 

aberration metaphor was therefore used to naturalize collusive cartel behaviour (as though a wild 

predator swooping into an urban environment is simply 

what happens when an unforeseeable market crisis 

emerges) (“And then there were none” 2008: 75; Jacobs 

2010: 66-75; Federal Reserve Bank of St. Louis n.d.).341 

Accompanying the main article “And then there were none” 

was a another story (inserted on the second page) entitled, 

“Tucking in,” which presented Warren Buffett within a 

valorized human-interest framing (2008: 76).342 The 

imagery of the so-called “Oracle of Omaha” tucking into a 

“Blizzard” icecream sundae worked as a clever joke that 

tied in with the image used for “And then there were none.” 

The photo played on the meteorological metaphor that a 

financial storm had swept through Wall Street on Sunday September 14, when both the UK and the US 

financial authorities refused to guarantee or fund Barclays’ ‘proposed’ takeover of Lehman Brothers. 

Here, the investment activities of the so-called ‘Omaha native’ were subtly compared to the predatory 

nature of buzzards, which live in Buffett’s home state, Nebraska. Thus, the illustration on the preceding 

page, which depicted the biggest building (Goldman Sachs’ headquarters) captured in the talons of a 

buzzard communicated that Buffett was the ‘Buzzard of Omaha’ who had capitalized on the credit-

freeze by gaining a sweet investment deal with Goldman. Thus, the image of Buffett ‘tucking-in’ to a 

Blizzard sundae naturalized the financial crisis as a meteorological phenomenon and rarefied the 

oligarch as a folksy American.  

The magazines and The Guardian Weekly failed to reveal why Goldman Sachs and Morgan Stanley 

mimicked one another, move for move, throughout the cluster. This mimickery progressed from their 

conference calls and early profits announcements on Tuesday September 16 to gaining investments 

from other major financial conglomerates on September 23, after gaining bank holding company status 

from the Federal Reserve just two days prior. True to the form of the news media’s role as missionaries 

for financial capitalism, the weekly and bi-weekly publications examined here assisted with the 
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concealment of these collusive moves by making the investment banks seem like they were innocent 

victims. It followed that the Federal Reserve, Warren Buffett and Mitsubishi UFJ were cast as saviours 

and restorers of market confidence. But that projection of market confidence was not convincing, nor 

satisfying everybody.  

 

Event Cluster Three: Bailout Bill Rejected  

Sunday September 21 to Tuesday September 30 

On Saturday September 20 2008, the US Treasury released a copy of the three-page bailout summary, 

that Henry Paulson and Ben Bernanke had outlined on Thursday September 18 (Guynn, Nazareth & 

Tahyar 2009: 42). The sum of the bailout had changed from a vague “hundreds of billions of dollars” to a 

possible $500 billion before settling on an ostensible $700 billion (Sorkin & Bajaj 2008, September 22: 

A1, NYT; Herszenhorn 2008, September 21: A1, NYT; Montgomery & Cho 2008, September 21: A1 & 

A13, WP). This ballooning of the bailout fits the definition of ‘scope creep,’ which is the change in scale 

of a project that initially lacks clear definition, plans and process. As mentioned in chapter three, Fuchs 

and Graf argued in their paper “The Financial Crisis in Discourse,” that “[t]he re-signification of 

established norms goes hand in hand with their enlargement” (2010: 10). The newspapers were 

therefore faced with the task of framing their coverage to downplay the power relations behind this 

expanded scope while appearing to provide criticism. This required news frames that amplified fear by 

emphasizing the dire consequences for all without the bailout. 

The cluster of events covered in this chapter contained three phases. These are the ‘Sermon and Choir’ 

rituals, the rituals of ‘Reassurance and Purification’ and a ‘Pragmatism replaces ‘free-market’ ideology’ 

transition. During the ‘Sermon and Choir’ rituals, which occurred on Sunday and Monday September 21 

and 22, the Treasury’s three-page term sheet surfaced summarizing the bailout proposal. Despite the 

‘preciseness’ of the bailout sum, how the plan would function remained vague. The rituals of 

‘Reassurance and Purification’ phase is characterized by sanitized coverage of the political 

contestations as rank and file politicians expressed either outrage or submissive posturings over the 

proposal. During this phase the White House changed tactics and merged the presidential campaign 

with the financial crisis in order to coerce ‘the American people’ and ultimately the political elite into 

supporting the bailout bill. A ‘Pragmatism replaces ‘free-market’ ideology’ phase occurred after the 

House rejected the bailout bill, wherein the news media attacked politicians opposed to the bailout for 

either being too attached to their ideology or too self-interested in their own re-election. (See Appendix 

V, Fig. 7). 

-------------------- 
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Daily Newspapers 

To promote the ‘rescue,’ Henry Paulson made 

several television appearances on Sunday 

morning September 21 talk shows – NBC, ABC, 

CBS and Fox – wherein he justified the bailout 

sum by alluding to the dire consequences of not 

interferring.343 Paulson, who had cashed in $450 

million worth of Goldman Sachs shares without 

paying any tax on it when he became the 

Treasury secretary (Ferguson 2011), contrived sympathy for taxpayers by 

brazenly stating on Fox News Sunday, “I hate the fact that we have to do it, but 

it’s better than the alternative” (Herszenhorn, Labaton & Landler 2008, September 22: A1, NYT).344 

Paulson’s claim inferred it was a choice between a bailout or inaction that would lead to financial 

catastrophe. Despite the fact that reporters from The New York Times, The Wall Street Journal and The 

Washington Post all caught his appearance on Fox News Sunday, none challenged the US monetary 

officials as to why they had no other alternatives, nor why they had waited until the situation had 

become so severe that it appeared that the only sensible course of action was a bailout (Herszenhorn et 

al. 2008, September 22: A1, NYT; Hitt, Paletta & Solomon 2008, September 22: A1, WSJ; Montgomery 

& Cho 2008, September 22: A1, WP). Paulson, in effect, performed ‘Sermon’ rituals in which he 

imparted the same messages, in keeping with the strictures of crisis management-public relations spin 

(Herszenhorn et al. 2008, September 22: A1, NYT).345 The articles were essentially ‘Choir rituals,’ 

because they sung from the Treasury secretary’s ‘hymn sheets’ and therefore played a formative role in 

constructing the ‘crisis’ narrative.346 

On Monday September 22, when ‘rank and file’ members of Congress had returned from a weekend of 

campaigning they were vocal in their dissent to the Treasury’s plan. The escalation of the financial crisis, 

triggered by the long-planned forced collapse of Lehman Brothers, occurred during the last weeks that 

the two Houses of the 110th Congress could pass legislation. As a consequence, the ‘rescue’ frame 

widened in the daily newspaper coverage on Tuesday September 23, with many politicians expressing 

anger at the extremely compressed time frame for drafting and passing the bailout bill.347 At this point, 

some journalists and experts criticized the lack of alternative proposals on offer even as the spectre of 

dire consequences was invoked.348 Some were even distrustful of the veracity of the claims from the US 

monetary officials regarding the necessity of a bailout, especially given that Bush administration had lied 

and used fear regarding the case for the War on Iraq (Goodman 2008 September 23: A1, NYT; Jarecki 

2006; Montgomery, Kane & Irwin 2008a, September 24: A1, WP). The popular resentment toward the 
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vested interests of Wall Street was reflected in the political contestations that were depicted across the 

news media.  

But, the newspapers were unwilling to seriously gather the viewpoints of ordinary Americans and use 

them to directly confront the political elite, financial officials and Wall Street executives. Here, the news 

discourse reveals the syntax that guides the news outlets, wherein the public’s role is restricted to that 

of an artefact or referent.349 The logic of this syntax is to ensure that the flak from the public is filtered by 

the news outlets themselves in ways that portray them as ignorant (Herman & Chomsky 2008; 

Wintonick & Achbar 1992). For example, in a Wall Street Journal front-page report headlined 

“Lawmakers battle over rescue plan,” on Monday September 22 the reporters framed their story as a 

conflict between members of Congress whose concerns were labelled as a “populist backlash.” Hence, 

the public were captured in an emotive moment like extras on a canvas backdrop. (Hitt, Paletta & 

Solomon 2008, September 22: A1, WSJ).350 This generic treatment ultimately serves financial oligarchy 

interests. 

The rituals of ‘Reassurance and Purification’ phase began on Tuesday September 23 and lasted for 

three days. In preparation for their public appearances at the Senate Committee on Banking, Housing 

and Urban Affairs (more commonly referred to as the Senate Banking Committee), Federal Reserve 

chairman Ben Bernanke and US Treasury secretary Henry Paulson were protected from justifiable 

criticism by the news media positioning them as ‘Saviours.’ For example, The New York Times valorized 

the American monetary officials as “the architects” of the bailout plan (Herszenhorn 2008d, September 

23: A1). The reporter did so according to crisis journalism strictures in order to build trust.351 

Before a packed room, the two US monetary 

officials gave testimony in a session that lasted 

almost five hours (Committee on Banking, Housing, 

and Urban Affairs 2008; U.S. credit markets and 

federal rescue plan 2008).352 Many senators asked 

polite questions and some expressed scepticism 

and frustration. None asked the US monetary 

officials to explain what legal basis they had for urging taxpayers to 

bailout the financial institutions of the wealthy. This was an important 

omission. Poignantly, most Americans did not really understand how 

it was that as taxpayers they were legally obliged to fund the bailouts 

through public debt. Ironically, ‘the American people’ became liable 

for all debts created by the Federal Reserve System during a prior financial crisis – the Great 

Depression. On June 5 1933 Congress had passed House Joint Resolution 192 (HJR192), wherein the 

separation of powers between the federal government and state citizens was lost. An usurpation of state 
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sovereignty occurred because the Federal Reserve’s bank notes and the private credit of its joint-stock 

holding member banks were in use by more than 51% of the population. Through their silence, 

American citizens were considered under commercial law to be in voluntary agreement with the Federal 

Reserve System (Brobst 2003: 4-5, fn 11: 9-10; 2010: 1, 4; Brobst & Beddoe 1991: 28).353 This meant a 

third party was able to be pass on the rights and liabilities “constructed upon the circumstances” without 

the participation, consent or knowledge of the state citizenry (Brobst 2003: 7; Brobst & Beddoe 1991: 

12-13). This third party was the Federal Reserve System. Conspicuously, none of the newspapers 

relayed the views of the “sign-toting protestors” or American citizens that occupied the back row seating 

during the hearing (Hitt, Reddy & Solomon 2008, September 24: A3, WSJ). 

The US monetary officials’ testimony and the news media’s coverage relied on the experiential evidence 

of market turmoil for proof that the bailout was needed.354 Indeed, only one article – from The New York 

Times – pointed out that the Committee did not challenge the dire scenarios that were suggested by 

Bernanke and Paulson if no bailout funds were authorized (Landler & Herszenhorn 2008, September 24: 

A1). Furthermore, Paulson and Bernanke provided no substantive evidence to demonstrate that the dire 

scenarios they described would likely ensue without the $700 billion bailout. Bernanke and Paulson’s 

testimonials were replete with threats, but the news media reported them as benign warnings. 

According to New York Times’ reporters Mark Landler and David Herszenhorn, “Bernanke warned” the 

Senate Banking Committee that if “the $700 billion plan” was not passed, then the chances of a 

recession, rising unemployment and more mortgage defaults would likely increase (2008, September 24: 

A1). As chairman of the Board of Governors of the Federal Reserve System, Bernanke was brazenly 

threatening the senators. From a critical perspective, the sub-text of Bernanke’s “performance,” which 

was replete with technical explanations, was that the financial oligarchs who constituted the Wall-St-

Fed-Treasury Complex were prepared to withhold the supply of ‘capital’ – credit (A1).355 Indeed, when 

Paulson testified before the House Financial Services Committee on Wednesday September 24, the 

Treasury secretary threatened the “economic well being” of “the American people” while masking his 

remarks in crisis management rhetoric (Stolberg & Herszenhorn 2008, September 25: A1, NYT). The 

New York Times quoted Paulson’s appeal: 

The entire proposal is about benefiting the American people because today’s fragile financial system puts 
their economic well being at risk. (Paulson as cited in Stolberg & Herszenhorn 2008 September 25: A26) 

 

Since the ‘financial system’ is mostly controlled by the Wall Street-Washington Complex, the head of the 

Treasury Department was in effect slyly communicating that the financial oligarchs regarded “the 

American people” as an “at risk” social group. 

As some news reports on the Senate Banking Committee noted, the White House and the Republican 

leadership stepped up their own lobbying activity on Tuesday September 23. This activity was focussed 
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on wealth defence and included a decision to have the president address the nation live on prime-time 

television on Wednesday evening, September 24.356 The White House had concluded that Paulson and 

Bernanke were failing to create messaging that could be used by the news media to persuade the 

populace (Montgomery & Kane 2008c, September 25: A11, WP; Stolberg & Herszenhorn 2008, 

September 25: A1, NYT).357  Bush’s 13-minute television appearance was designed to manipulate the 

audience, estimated at approximately 52 million people, through fear (“52.7 million watched…” 2008, 

September 26; “President Bush Addresses…” 2008, September 25). The president’s address was 

replete with threats that were reported as dire warnings. As such, I have called this collective action in 

oligarchic wealth defence, the ‘Present the Peril Live’ ritual.  

On September 25, the three American newspapers depicted the linkage between the financial crisis and 

the presidential campaign with photos of the candidates. This reflected a broader pattern across all 

three American newspapers; the drama of campaign politics overruled analysis of financial 

developments and deeper power relations.358 The three American newspapers reported Bush’s appeal 

to ‘the American people,’ ostensibly out of concern for their credit access difficulties, as though it were a 

benign warning. Bush’s stated, “our entire economy is in danger.” Thus, a ‘nation-as-person’ metaphor, 

which typically conflates the 

political construct of the state 

with media characterizations of 

its political leader, was used to 

universalize the threat inherent 

to this ‘Present the Peril Live’ 

ritual (McKinnon 2008, 

September 25: A6, WSJ; 

Montgomery & Kane 2008, 

September 25: A1, WP; 

Stolberg & Herszenhorn 2008, 

September 25: A1, NYT).359 

As well as creating an event that would capture the news agenda, Bush announced during his ‘Present 

the Peril Live’ ritual that the next event in the crisis narrative – a White House ‘Summit’ – would take 

place the following afternoon, September 25. This ‘Solidarity’ ritual would bring together both 

presidential candidates and appeared to be intended as a forum for Republican and Democrat leaders 

to come to a consensus on the bailout proposal. However, the attempt to present a bi-partisan 

cooperative approach to the bailout, instead turned the White House ‘Summit’ into a heated argument 

between the leadership of the rival parties. The ruction evidently occurred because “a renegade block of 

Republicans” had tabled their own alterations to the Treasury bailout plan, to the ire of the Democrat 
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leadership, who needed bipartisan support for the unpopular bill (especially with an election looming) 

(Montgomery & Kane 2008, September 26, A1, WP). The meeting broke-up without the expected ‘meet 

the press’ media ritual and this caught the news media and the financial oligarchy off-guard. 

Because the news media were not permitted to be present, journalists were faced with the challenge of 

gaining reconstructions of what occurred from those inside the meeting, instead of merely reproducing 

quotations from the press conference they were obediently waiting for.360 Photos on the front-pages of 

The Washington Post, The Wall Street Journal and the Financial 

Times of congressional leaders from both parties gathered at the 

September 25 meeting created the optical illusion that the news 

media was performing its watchdog role. For the most part, the 

reconstructed accounts focussed on dramatizing the ‘Summit’ as 

though it were merely about political parties and the Republican-

controlled White House trying to gain popularity. President 

Bush’s statement during the meeting, “If money isn’t loosened up, 

this sucker could go down” was widely reported. As BBC journalist Paul Mason stated, Bush’s quote 

became famous (2009: 28). Yet the coercion of popular 

sentiment was not remarked upon. Its universal reproduction 

helped to spread the emotional contagion of fear. A report in 

The Times headlined “Anger, fear and deadlock, then Bush 

sums it up: ‘this sucker could go down,’ was the only daily 

news account of the ‘Summit’ that attempted to contextualize 

the US economy in terms of its vulnerability to capital flight 

from foreign powers (Baldwin 2008b, September 27).361 

Evidently, a Treasury official for international policy, David McCormick had been sent to China and other 

Asian countries to restore confidence in their investments of 

US debt earlier that week. Thus, the power relations 

underpinning the ‘Summit’ were barely touched upon in the 

news coverage.362 

The ‘Summit,’ drew in the presidential candidates and a huge 

contingent of news media and was intended to impress upon 

‘the American people’ that their economic well-being 

depended on the timely passage of the bailout bill.363 

Indeed, one could argue that the decision to have Bush 

address America across mainstream media outlets was 

about making the bailout seem consensual and to 
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undermine what the financial oligarchs would have perceived as a popular threat to their authority. An 

oppositional mobilization occurred the same afternoon as the White House ‘Summit.’ Approximately 250 

small-size demonstrations erupted across America, including one of around 1,000 people on Wall Street 

(Mason 2009; Rooney 2008, September 25). This attempt at a counter-movement received no post-

event front-page coverage (Beattie & Politi 2008, September 27: 7, FT; Lueck & Phillips 2008, 

September 26: A6, WSJ).364 Ironically, the reportage elevated the sense of economic ‘peril’ because the 

news media had behaved submissively, just as studies of crisis and presidential campaign media rituals 

could have predicted (Esser, Reinemann & Fan 2001; ’t Hart 1993). In summary, the rituals of the 

‘Reassurance and Purification’ phase were marked by: threats that were presented as benignly intended 

warnings; vague justifications and technical explanations that obscured the financial oligarchy; and 

political manoeuvres designed to make the financial crisis a presidential election issue (in order to scare 

‘voters’ into changing their thinking on the bailout). 

The ‘Pragmatism replaces ‘free-market’ ideology’ phase occurred from Friday September 26 and 

continued beyond Tuesday September 30. For the first three days of this phase, Wall Street donned a 

‘Cloak of Invisibility.’ The oligarchy and Wall Street’s executives and lobbyists all but disappeared from 

the coverage over the weekend. This apparent disappearance lent cohesion to Bush’s rhetoric delivered 

in his regular radio speech on Saturday September 27. The president manipulatively appealed to the 

victims of the crisis – ordinary Americans – when he claimed, “The rescue effort we’re negotiating is not 

aimed at Wall Street – it is aimed at your street (Montgomery & Kane 2008e, September 28: A19, 

WP).365 The only ‘glimpse’ of an oligarch, other than Paulson, was Warren Buffett who received a phone 

call from a senator who had asked the ‘go to Oligarch’ for his “advice” (Montgomery & Kane 2008, 

September 28: A1, WP). The Financial Times reported that Buffett cautioned Democrat politicians 

during this phone conversation that “the biggest financial meltdown in American history” would occur if 

the bailout did not pass (Politi, Guha, Dombey & Morris 2008, September 29: 1). This overt act of 

seeking Buffett’s ‘advice’ signalled that Wall Street interests were not forgotten and that the financial 

oligarchy spoke with one symbolic ‘visible’ voice. As Washington Post columnist Steven Pearlstein 

would point out the next day, Monday September 29, Wall Street’s lobbyists had been told to ‘lay-low’ 

over the weekend (Pearlstein 2008, September 29: A1). 

The coverage of the weekend reported the attempts by various groupings of politicians to gain 

provisions in the bailout bill to restrain Wall Street, provide some help for homeowners in need and to 

ensure transparency.366 Despite these proceedings involving the appropriation of $700 billion, reporters 

continued to submit to the private nature of these meetings, in keeping with their observance of the 

‘neutral bystander’ role. Indeed, when The New York Times and The Wall Street Journal reported that 

camera crews jostled to capture footage of a loud argument taking place inside one room of the Capitol 

building on Saturday afternoon, contextual information was absent (Herszenhorn & Hulse 2008, 
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September 28: A1, A29; Solomon, Paletta & Hitt 2008, September 29: A1).367 The television crews were 

outside trying to film through a window as astonished tourists watched the spectacle. During this 

meeting, Paulson reminded the politicians about the takeover of Washington Mutual by JPMorgan 

Chase during the week in order to emphasize that more corporations were experiencing severe financial 

difficulty (Herszenhorn & Hulse 2008, September 28: A29, NYT; Solomon et al. 2008, September 29: A1, 

WSJ). According to Andrew Sorkin in his book Too Big to Fail, Neel Kashkari – who had co-authored the 

Treasury’s ‘Break the Glass” ‘contingency’ plan – had advised his Treasury colleagues to avoid talking 

about the draft provisions and to deflect attention to the possibility of financial calamity, should the bill 

fail to pass.368 

Furthermore, ‘Congressional staff’ had been compelled to hand in their Blackberry smart-phones 

because information was said to be ‘leaking’ (Herszenhorn & Hulse 2008, September 28: A29, NYT; 

Solomon et al. 2008, September 29: A1, WSJ). But little was reported about the content of these leaks 

and the people they were sent to. It turned out that some among the congressional aides, politicians 

and Treasury officials were leaking information to representatives in the financial industry. In response, 

financial lobby groups and their members were sending electronic messages to those inside, including 

the politicians, in an effort to influence the political process (Williamson 2008, September 30: A4, WSJ). 

This continued into the evening in an attempt to undermine a Democrat-sponsored provision to recover 

costs from the financial industry (if after five years the Treasury had lost money from selling the assets it 

bought) (Williamson 2008, September 30: A4, WSJ). As a 

consequence of this lobbying effort, three Treasury officials 

had worked from 1a.m. to 4a.m. with congressional staff on 

the bailout draft (Solomon et al. 2008, September 29: A1, 

A4, WSJ). A Wall Street Journal report headlined 

“Congress, Treasury sign off on bailout package” did not 

investigate their ties to Wall Street and inquire 

about what involvement they may have had in the 

Treasury’s “Break the Glass” ‘contingency’ plan 

mentioned in the article. This crucial information 

was needed because it could not be assumed that 

the officials were conscientiously working as public 

servants (Solomon et al. 2008, September 29: A1, 

A4, WSJ).369 

The lead stories for Monday September 29 headlined “Bailout plan is set; House braces for tough vote” 

in The New York Times; “Sweeping bailout bill unveiled” in The Washington Post; and “Congress, 

Treasury sign off on bailout package,” in The Wall Street Journal downplayed the enormity of the bailout 
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(Hulse & Herszenhorn 2008, September 29: A1, NYT; Montgomery & Kane 2008f, September 29: A1, 

WP; Solomon et al. 2008, September 29: A1, WSJ).370 The New York Times claimed it was “virtually 

impossible to know the ultimate cost of the rescue plan to taxpayers.” In any case, it was not worth 

investigating because the reporters added, “Congressional leaders stressed it would likely be far less 

than $700 billion” (Hulse & Herszenhorn 2008, September 29: A1, NYT). This ritualistic statement of 

reassurance evidently ‘balanced’ the ‘risk.’ The Washington Post promoted this misleading impression 

by carrying the president’s emphasis that in the long-run, the burden of the bailout would be far less 

than the “ultimate cost” of $700 billion, as the journalists worded it (Montgomery & Kane 2008f, 

September 29: A12, WP). Similarly, The Wall Street Journal’s reporters claimed that the bill protected 

the government’s exposure to “ultimate losses” (Solomon et al. 2008, September 29: A1).371 

In fact, the bill provided for the US Treasury to hold up to $700 billion worth of securities at any one time 

(Emergency Economic Stabilization Act of 2008 H.R. 1424, 110th Cong. § 115: 16). In other words, the 

proposed federal bailout was structured to continuously process $700 billion worth of securities, stocks 

and other financial claims, once it was running at full capacity. This meant then that in their adjustment 

to the ‘rescue’ frame, the three American newspapers obscured the intended enormity of the bailout by 

uncritically reproducing crisis management statements. While the newspapers either emphasized the 

import of the bailout bill, or overstated concessions for taxpayers and the apparent unprecedented new 

authority for the Treasury secretary, they all failed to investigate the significance of the underlying 

transformations afoot.372 On Monday September 29, the House of Representatives voted down the 

bailout bill (205 votes for and 228 against). The voting session was broadcast live on television around 

the world and was keenly watched on the trading floors of stock and commodities exchanges and major 

financial firms (Kane & Montgomery 2008, September 30: A10, WP). Although the bill had support from 

the leadership from both parties, there was widespread opposition to the bailout.373  

Stock markets worldwide began to fall 

as it became clear that the bailout was 

going to be rejected, and then they 

plunged, as The New York Times 

graphically depicted on its Tuesday 

September 30 frontpage. Similarly, the 

September 30 front-pages of The 

Washington Post and The Wall Street 

Journal merged the dropping value of 

the Dow Jones stock index over the 

course of the day with the casting of the 

House votes.374 The Financial Times’ 
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used imagery of a plummeting stock index overlaid on an image of a white-collar worker clasping his 

face in despair, while The Times used a wide long-shot of the Capitol building starkly lit with sunlight 

breaching dark clouds (Jagger & Hosking 2008, September 30: 1, T). This foreboding image borrowed 

the film narrative technique of setting the time and place of historically important scenes with a wide 

establishing shot. The reportage either implied or explicitly asserted that opposition to the bill was 

responsible for a major stock-market decline.375 Recriminations flew thick and fast in the emotionally 

charged atmosphere.376 The headlines and imagery either tacitly or explicitly framed politicians who 

dissented as rebellious, linked the outcome to ‘investor opinion’ and provided new subjects and objects 

upon which to project blame, uncertainty and fear.377  

Because the news media’s stance was to uphold the ‘rescue’ frame despite the $700 billion price-tag, 

perspectives emanating from ‘the public’ or ‘taxpayers’ were, for the most part, excluded, even as they 

continued to be used as an artefact. An exemplarly case of the democratic process being subjected to a 

ritual of animosity was a New York Times’ front-page headline for Tuesday September 30, which read 

“Defiant House rejects huge bailout…” and its subheading “Leaders rebuffed in 228-205 vote – Broad 

public anger is cited” (Hulse & Herszenhorn 2008, September 30: A1).378 Articles such as “Bailout plan 

rejected, markets plunge…” in The Wall Street Journal failed to ask the public why they had “barraged” 

congressional politicians “all week with angry messages” (Lueck, Paletta & Hitt 2008, September 30: 

A1). More importantly, The Wall Street Journal (and the other daily newspapers) failed to investigate the 

“populist uproar” to see if there were better economic ideas available from the public and non-

establishment experts. Instead, the public were subordinated to the interests of the all-important 

‘investor.’ As political scientist E.E. Schattschneider argued, “the definition of alternatives is the supreme 

instrument of power” (1961: 68). The meaning inferred in the newspaper coverage on September 30 

was that the ensuing stock market volatility was necessary to shift ‘recalcitrant’ politicians’ thinking 

(presumably through the fear of losing investments, savings and votes).  

To this end, The Washington Post published a ‘sentiment-finding’ piece on September 30 that contained 

interviews with several characters whose occupations and opinions were used to communicate threats 

and promises symbolically to Washington’s political elite. At face value, the report entitled “For many 

Americans, fear and distrust run high” and captioned, “The backlash” appeared to be a rather innocuous 

piece intended to capture the mood of ordinary Americans (Achenbach & Surdin 2008, September 30: 

A1).379 Aptly, “The backlash” report ended with two funeral directors who were interviewed in the parking 

lot outside a branch of Wachovia bank, which was at the time the target of a takeover and had evidently 

been “forced from existence” (Appelbaum 2008, September 30: A1, WP). One of the funeral directors – 

Greg Houston – gave a summary of his outlook on the downturn. The reporters stated that he expected 

the situation to worsen and the funeral business to suffer. In other words, Houston was communicating 

he ‘had a problem,’ which was that even the business that was based on one of the ‘two sure things in 
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life’ – death – was under threat. That was, unless the other ‘sure thing in life’ – taxes – were gained on 

Capitol Hill.380 

The ‘rescue’ master frame across the daily newspapers was characterized by discourses that were 

packaged with fear, problem-solution and market recovery sub-frames. The mythological Saviour 

metaphor became the prominent narrative device and was used to construct characterizations of central 

actors and institutions as ultimate resolvers of the financial crisis (within the ‘rescue’ master frame). As 

the flak from the political elite toward rebellious politicians became more vocal, the fear frame enlarged. 

More animosity was expressed in the ‘rescue’ master frame toward the Democrat and Republican 

political parties, the public as voters or taxpayers, and the government for failing to provide sufficient 

market oversight. Wall Street also was targeted for flak, but because it operated under the cover of 

‘private enterprise’ and the ‘free market’ – it was absolved of any political responsibility. The financial 

oligarchy’s dominance over the financial-regulatory and legislative frameworks was not the subject of 

scrutiny. Similarly, since ‘government’ is portrayed as separate from the economic realm, its collusive 

entwinement with Wall Street was portrayed as a series of ‘mistakes.’  

Weekly and Bi-weekly Publications 

Across the weeklies and bi-weeklies fear was deployed in the ‘rescue’ master frame (suggesting 

catastrophe if the bailout bill did not pass). Since the publishing cycles of the weeklies and bi-weeklies 

cannot react to news on a daily basis, the longer ‘shelf life’ built into the articles and imagery contained 

forward looking viewpoints aimed at shaping readers’ thinking. Their narratives made sense of what had 

occurred in recent times, sometimes by comparison to more historical referents, and sought to show ‘the 

way forward.’  The ‘Saviour’ metaphor was used in conjunction with historical referents in the weeklies 

and bi-weeklies.  

The cover of The Economist for September 27th 2008, entitled “I want 

your money” depicted Henry Paulson as the quintessential World War I 

era Uncle Sam character pointing directly at the reader.381 Evidently, 

with Paulson cloaked in a blue dinner jacket, it was his job to avert 

economic collapse. BusinessWeek’s October 6 edition included an 

article entitled “The 

Global View: Bloodied 

but still strong,” that 

featured an illustration 

of a wiry black and white sparring, bloody-nosed Uncle 

Sam, dressed in ‘Stars and Stripes’ boxer shorts 

(Ewing 2008: 22). The reporter claimed that the opinion 
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“among bankers and citizens alike” of Henry Paulson was favourable, since he had dispensed with 

“free-market dogma” to propose the huge bailout. 

The September 26 edition of The Guardian Weekly 

used a wide shot of Paulson pointing at a journalist 

during a press conference, to dramatically 

emphasize the scale of the US bailout plan, said to 

be the largest “since the Great Depression” (Clark 

2008: 15). The image, used to accompany an 

article headlined, “The week the financial world 

changed,” invoked the Uncle Sam character too, 

because Paulson was looking and pointing toward the camera. The reporter quoted the US Treasury 

secretary, “I’m going to be pressing our colleagues around the world to design similar programmes for 

their banks and institutions.” Thus, the Saviour metaphor was invoked (Clark 2008: 15).  

Similarly, the September 29 issue of Fortune magazine featured an article 

entitled “Paulson to the rescue,” which was accompanied by a photo of the 

Treasury chief standing at the vintage door of a US Treasury vault (Gunther 

2008: 50-51). Paulson’s squinting expression can be read as a provocative 

image of wealth defence on behalf of America’s oligarchs, especially given the 

American civilization’s history, replete with wars fought to gain control over 

money creation (Brown 2008; Griffin 2008; Still 2009; Zarlenga 2002).  

The October 6 edition of Time featured an 

article entitled “The financial Crisis: Who 

can lead us out of this mess?” which was 

accompanied by an image that depicted 

senator McCain and governor Obama 

standing in a maze constructed of stacks 

of the Federal Reserve’s $100 dollars bills 

(von Drehle 2008: 19). Because McCain is looking across the oversized bills at Obama, who is looking 

across the maze, frowning, Time created the visual effect that with Obama there is a better chance of 

figuring out an ‘exit strategy,’ upholding the Constitution and saving the economy (See Appendix IV, Fig. 

7 & Appendix VI, Event Cluster Three).  

Flak and criticism like that more generally directed at the US monetary authorities, stayed within the 

boundaries of the rescue frame; Wall Street and the financial oligarchy were not directly attacked.382 For 

instance, BusinessWeek reporter Peter Coy timorously offered that the Treasury-Fed plan was “a 
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contradiction in terms: a free-market bailout” (Coy 

2008c: 30). The image accompanying his October 6 

report, entitled “$700 billion, no strings attached,” 

depicted the frontage to the New York Stock Exchange 

floating with the aid of a parachute constructed of US 

one dollar bills in a cloudy green sky (Coy 2008c: 30-

34). A small crowd of suited, white-collared men stand 

in a circle atop the parachute, as two ‘less fortunate’ 

dudes fall from above. This illustration captured the critical intent underpinning the article. The intention 

behind this ‘deux ex machina’ metaphor was to project flak at Wall Street for its apparently unexpected 

resort to a bailout. This was in order to emphasize the breach of capitalism’s ideology and of ‘free-

markets’ in particular, rather than expose the boom-bust-bailout formula.383 

The Economist, Fortune, BusinessWeek and Time magazines, as well as The Guardian Weekly, 

portrayed Paulson and Bernanke as heroic rescuers by drawing upon their career credentials to save 

the financial system. These depictions were rituals of ‘Reassurance and Purification’ that served to 

legitimize the government’s role in managing the ‘crisis.’ BusinessWeek, Fortune and The Economist 

portrayed Paulson as being ideology-free and therefore pragmatic (Ewing 2008: 22; Gunther 2008: 53-

54; “President Hank” 2008: 46). Such portrayals marked the ‘Pragmatism replaces ‘free-market’ 

ideology’ phase and worked to gain support from elites and the common people regardless of whether 

they had internalized neoliberal ideology (von Drehle 2008: 21). All the magazines and The Guardian 

Weekly performed ideologically to influence their audiences. To this end, they universalized the interests 

of the Anglo-American financial oligarchy, legitimized the actions of the financial authorities through 

heroic depictions of the key players, naturalized the financial turmoil and sought to control readers’ 

opinions and actions with fear-laden metaphors, omissions and historical distortions. 

 

Event Cluster Four: Resurrection of the Bailout Bill  

Monday September 29 to Friday October 3 

This cluster of events traces the lobbying efforts, provisions and adjustments to the ‘rescue’ frames 

immediately following the failure of the bailout bill to pass in the House of Representatives on Monday 

September 29, through to the media rituals after the bill was passed by the House on Friday October 3. 

Key players of Washington’s political elite, Bush administration officials and Wall Street regrouped on 

Monday afternoon to discuss what to do next. Two senators introduced the bailout bill in the Senate that 

evening, when only a handful of congressional members were present. On Tuesday September 30, the 

Bush administration brought in business representatives from ‘Main Street.’ Meanwhile, a shift in 
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sentiment occurred among voters and politicians, and a discourse emerged in the media about re-

branding the bailout.  

The Senate passed the bill on Wednesday October 1 with 74 votes in favour and 25 votes opposed. 

Between Monday afternoon and Wednesday evening, numerous ‘sweetener’ provisions that appealed to 

Main Street business leaders were added to the bailout bill, in order to win over House politicians who 

had previously voted no. On Friday October 3, the House of Representatives passed the bill with a vote 

of 263 for and 171 against. Within two hours, president George W. Bush signed the bailout bill into a law, 

entitled the “Emergency Economic Stabilization Act of 2008.” All week, Wall Street is ‘lost in the crowd’ 

amid an intensification of lobbying and continued market volatility (See Appendix V, Fig. 8). 

Bailout ‘Resurrection’ Ritual – Senate & House Pass Bailout Bill 

Rituals that drew upon the symbolic practices of Christian mythology were evident throughout this 

cluster of events, which I have entitled, “Resurrection of the Bailout Bill.” On Monday afternoon of 

September 29, a meeting took place in the Roosevelt Room between Paulson, his Treasury colleagues 

and “the administration’s economic team” shortly after the House vote (Weisman, Cho & Kane 2008, 

October 4: A1, WP). When Bush joined the officials, the president reportedly asked, “If the plan is not 

working, what is Plan B?” Paulson is alleged to have answered, “There is no Plan B.” Amid an intensive 

lobbying effort by the White House, senior politicians, financial industry leaders and lobbyists, vice 

president Richard Cheney held a meeting with House Republicans in the Cannon caucus room on 

Tuesday September 30 (Weisman et al. 2008, October 4: A9, WP). In effect, Cheney’s performed a 

‘Decree’ ritual since it was intended to regain the submission of the House Republicans to the White 

House’s ‘moral canon law.’ Cheney’s doctrinaire pre-scripted speech provoked many of the Republicans 

present to testily resist the duress of voting on such a huge appropriation of tax funds.384  

On Wednesday October 1, Bush held a meeting in the symbolically chosen Old Executive Building with 

“business leaders” to gain their support (Herszenhorn & Pear 2008, October 3: A22, NYT; Montgomery 

& Eggen 2008, October 3: A1, WP). The location was symbolic since the building is home to several 

agencies that form part of the Executive Office of the President including the Office of the Vice President 

and the National Security Council and was originally home to the State, War and Navy departments. 

(National Parks Service U.S. Department of the Interior n.d.). It was also the building Paulson worked 

from while waiting to be sworn in by president Bush as Treasury secretary (Paulson 2011).385 On 

Wednesday October 1 and Thursday October 2, numerous articles reported on the ‘sweetener’ 

provisions being added to the bailout legislation such as raising deposit insurance on savings accounts, 

tax breaks for mortgage borrowers and the possibility of changing rules governing the bank valuation of 

assets.386 The news media portrayed the lobbying efforts as positive and necessary amid a dire 

situation.387  
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Each of the three American newspapers found their own way 

to include fear and threats on their front-pages and in their 

lead stories for Wednesday October 1, the day the Senate 

was due to vote on the bailout bill. For example, The 

Washington Post used a high-angle cinematic photo of 

workers walking a wet pavement in London’s Canary Wharf 

business district.388 The photo’s composition included a motif 

of three clocks, which worked as a threat to go with the 

caption that, in effect, asserted there was worldwide elite consensus for “Washington to solve the global 

financial crisis” (2008, October 1: A1). Hence, the image communicated that the clocks were ticking 

(Murray & Kane 2008, October 1: A1, WP).389 Instead of critical reportage prior to the passage of the 

bailout bill, blame was projected either onto dissenting politicians or the political leadership.390 The Wall 

Street Journal described the House rejection of the bailout bill as “a stunning revolt by rank-and-file 

lawmakers;” The New York Times called it “a revolt that rocked the Capitol;” and The Washington Post 

dubbed it “[a] bipartisan rebellion” (Hitt & Paletta 2008, October 1: A1, WSJ; Hulse & Herzenhorn 2008, 

September 30: A1, NYT; Weisman 2008, September 30: A1, WP). With these deflections, the American 

newspapers were able to get away with casually reporting that there had been a noticeable sentiment-

shift from the public as a result of the market turmoil, evidently caused by the House “rebellion” or 

“revolt.” This change was evident in calls and emails to congressional politicians, television networks 

and radio station leadership.391 Conspicuously, the public’s direct communications with the newspapers 

themselves were omitted from these reports. This meant that these publications were off-the-hook to 

explain why the real insurers of financial system were censored from their front-pages since the bailout 

had been announced. Indeed, the reports did not point out that the public had no formal arena to 

challenge the private lobbying that took place. 

The evening of Wednesday October 1 saw the Senate perform a ‘Judgment’ ritual by passing the bailout 

bill by 74 votes to 25. The New York Times’ and The Washington Post’s used almost identical 

descriptors for their front-page leading headlines on October 2; respectively, they were, “Senate 

approves bailout proposal…”and “Senate approves bailout…” (Hulse 2008, October 2: A1; Montgomery 

& Murray 2008, October 2: A1). The Financial Times and The Wall Street Journal frontpage headlines 

on October 2 used medical-mythological metaphors to explain the passing of the bailout bill by the 

Senate respectively; they were: “Senate revives US bail-out;” and “Senate vote gives bailout plan new 

life” (Guha, Barber, Tait & Hall 2008, October 2: A1; Hitt & Lueck 2008, October 2: A1). Whereas, The 

Times used an industrial metaphor in its headline “US Senate salvages the $700 bailout” (Reid & 

Hosking 2008, October 2: 1).392 All the news outlets failed to investigate the collusion inherent to the 

increased market volatility that had followed the rejection of the bailout bill on Monday September 29.393 
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Meanwhile, the Financial Times focussed on supporting the US bailout with the purpose of inducing 

buy-in from British news audiences to the idea of system-wide bailouts in Britain and continental Europe 

(Brown, Tait, Parker & Larsen 2008, October 1: 1; Guha, Barber, Tait & Hall 2008, October 2: A1).394 To 

this end, its Thursday October 2 lead story headlined “Senate revives US bail-out,” the reporters 

masked the collusion between the Bank of England, Her Majesty’s Treasury and the UK financial 

industry.  The Financial Times’ journalists stated the UK monetary authorities were “working on a range 

of plans in case a more co-ordinated approach arises” (Guha et al. 2008, October 2: A1). These 

initiatives included an expansion of liquidity operations, tax-payer backed mortgage securities, 

government credit for banks, a facility to process ‘hard-to-value’ assets in the events of bank failures 

and government capital stakes in banks.395  

On Friday October 3, the House performed its second ‘Judgment’ ritual in a week on the bailout bill, and 

this time passed it by 263 to 171 votes (Herszenhorn 2008, October 4: A1, NYT). Following the vote, 

House speaker Nancy Pelosi and the Democrats held a ‘triumphant’ press conference, which The Wall 

Street Journal depicted on its Saturday October 4 front-page with a shot of Pelosi holding a bounded 

copy of the bill to the camera (Hitt & Solomon 2008, October 4: A1, WSJ).396 This was, in effect, a 

‘Crucifixion Sacrifice’ ritual because the financial oligarchs had metaphorically ‘nailed’ their bill over the 

heads of ‘the American people.’ Their ‘sacrifice’ was deemed ‘necessary’ so that the investment class 

could be ‘saved’ from their ‘secular sins.’397  

Within a couple of hours of the House vote, president Bush performed the ‘Presidential Prerogative’ 

ritual when he signed the bill into law (Montgomery & Kane 2008, October 4: A1, WP). Such official 

signing ceremonies I call ‘Presidential Prerogative’ rituals because they duplicate a monarch’s exclusive 

power to authorize or block decisions (Cahill 2006: 49). Shortly after, Paulson and Bush shook hands in 

front of the Treasury Department building to ‘seal the deal.’ The Washington Post and The New York 

Times’ used similar low-angle photos of Bush and Paulson shaking hands on their October 4 frontpages, 

set below the respective headlines, “Bush enacts historic financial rescue” and “Bailout plan wins 

approval…,” respectively (Montgomery & Kane 2008, October 4: A1, WP; Landler & Andrews 2008, 
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October 4: A1, NYT). The handshake photos communicated a ‘Resurrection’ ritual because it signified 

the ‘saving’ of the financial system.398  

Following the passage of the bailout, the newspapers were faced with the challenge of adjusting the 

‘rescue’ frame, once again, in order to downplay or ignore contradictions within the ‘crisis’ narrative. As 

several newspapers noted, the enactment of the bailout bill failed to calm markets. On October 4, the 

Financial Times led with “Bail-out approval fails to calm markets;” which tacitly indicated the stock 

markets were used as a gauge for the outlook of the investment class (Dombey, Politi, Guha, Morris, 

MacKenzie & Giles 2008: 1). The Financial Times’ report was vague about why “Wall Street turned 

increasingly negative after the vote – which was ironic – given that all the newspapers had either 

blamed the US House of Representatives’ rejection of the bailout bill for causing the markets around the 

world to drop, or for risking economic collapse. Meanwhile, The New York Times, The Wall Street 

Journal and The Washington Post, deflected blame onto bleak economic data (Herszenhorn 2008, 

October 4: A1, NYT; Hitt & Solomon 2008, October 4: A1, WSJ; Montgomery & Kane 2008, October 4: 

A1, WP).399  

It was not until after the bailout passed that The Wall Street Journal fleetingly allowed perfunctory flak 

(focussing on the coercion behind the market volatility) to enter the ‘rescue’ frame, in order to rebuild 

legitimacy with the audience. News Corp’s flagship American newspaper quoted a Democrat politician, 

Brad Sherman, who acutely captured Paulson & Co.’s manipulation through fear.400 Sherman amusingly 

stated in the article:  

Paulson’s arrogance is shown not only in how he treated rank-and-file members at the hearings, but in his 
original proposal, which has to be regarded as a ransom note: ‘We’ve got your 401(k) and you’ll never see it 
alive again unless we get $700 billion in unmarked bills.’ (Sherman as cited in Solomon 2008, October 4: A3) 

The news outlets failed to highlight the aggressiveness of those financial institutions that had used their 

capacity to drive down the Dow Jones towards the end of the House vote on Monday September 29 

(stock market indices rose after voting closed). This failure meant that the news media did not make the 

connection that AIG – Wall Street’s financial debt-sponge – was a major insurer of the American 

workforces 401(k) savings and investment plans (Paulson 2011: 233). Those 401(k) plans were heavily 

invested in shares measured by the Dow Jones Industrial Stock Index, including AIG, and this is why 

the American newspapers, particularly The Wall Street Journal (owned by The Dow Jones Company), 

emphasized the Dow’s plunges and volatility (Arsenault & Castells 2008; Dash & Sorkin 2008, 

September 18: C1, NYT; Grunwald 2008: 28).401  

Conspicuously, once the bailout bill was passed, crucial details about the bailout plan began to surface 

as well, on Saturday October 4 (after the bailout bill became law).402 An exemplary example appeared at 

the halfway mark in The Wall Street Journal’s lead story headlined “Historic bailout passes as economy 

slips further” (Hitt & Solomon 2008, October 4: A1). The reporters revealed that the new law included a 
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provision to allow the Federal Reserve to pay banks interest for their deposits held with the central bank. 

Reporters Greg Hitt and Deborah Solomon failed to clearly explain how it was that banks could “leave” 

reserves “on deposit” with a central bank, and what the implications were. Instead, The Wall Street 

Journal’s reporters gave their readers an oversimplified explanation that positioned the Federal Reserve 

as a body independent of wealthy private interests; “Paying interest on reserves makes it easier for the 

Fed to flood the financial system with additional cash” (Hitt & Solomon 2008, October 4: A2). This 

provision was actually an incentive for more banks and non-financial firms to join the Federal Reserve 

System, since its members would be able to buy US Treasury bonds and securities and earn interest on 

them from the central bank, as well as the Treasury (Johnson & Kwak 2010; Prins 2009). Therefore, this 

provision would act as a mechanism for the Federal Reserve to concentrate its power as a cartel.403  

Weekly and Bi-weekly Publications  

At the time of this coverage, these Anglo-American publications focussed their audience’s attention on 

the fact that the financial crisis was spreading and deepening in two directions – across the Atlantic to 

Europe, and out of the financial markets back into the ‘real’ economy. Governments were deemed to 

have been dealing with the crisis in an ‘ad hoc’ way such that they had ‘struggled’ to gain control. During 

this coverage, it was assumed that the bill would likely pass soon. Therefore, the magazines and The 

Guardian Weekly focussed on; how effective the bailout might be, the likelihood of a global recession 

and the need to support ‘the rescue’ of the global financial system (“World on the edge” 2008, October 4: 

11-12).  

The October 3 edition of The Guardian Weekly led with the news that the US House of Representatives 

had failed to pass the bailout bill.404 The lead report headlined “US Main Street refuses to bail out Wall 

Street” used the ideological division between the two arbitrarily defined Americas – Main Street and Wall 

Street, to infer that the enemy, ‘ordinary’ Americans, were 

ignorant (“US Main Street” 2008, October 3: 1). To this end, 

“ordinary people” got a mention – on page two – but since they 

were “leftwing protestors” outside the New York Stock 

Exchange, their only words expressed in the article came from 

a banner, which read, “no money for Wall Street” (p.2). This 

marginalization of dissent served to integrate the newspapers’ 

middle class audience with the plight of Wall Street.  

Indeed, The Guardian Weeky’s October 3 edition also contained an article “Global economies left 

teetering” from The Washington Post columnist Steven Pearlstein, which was designed to undermine a 

discourse ‘from below’ (Pearlstein 2008f, October 3: 17).405 Accompanying the article, which appeared 

on the finance page, was a photograph of demonstrators including a guy looking at the camera holding 
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a sign that read, “Bail Out People! NOT Banks!”406 Confusingly, 

Pearlstein claimed that it was “the public” who had refused “to 

authorize and finance” the bailout, thus inferring that ‘the American 

people’ had the power to vote for the bailout bill.407 Pearlstein, like 

many journalists, columnists and editors, did not state explicitly where 

the US government would borrow from. Therefore, he did not explain 

how such borrowing would reduce the level of debt that he claimed 

was on the world’s horizon. As the US Bureau of the Public Debt’s Strategic Plan for 2009-2014 stated, 

approximately “900 bidders” buy Treasury securities in each of its 200 plus auctions per year (Bureau of 

the Public Debt 2008d: 10). Ordinary people were evidently abusing their financial rescue powers that 

the 900 regular bidders in Treasury securities relied on to ‘earn’ their yields.408  

The magazines continued to infuse the ‘rescue’ master frame with ideological ideas and mythological 

metaphors while implicitly promoting pragmatism. These publications used imagery to provoke fear, 

naturalize the crisis and promote the ‘need’ for system-wide, universal government bailouts. The 

metaphors used to create this imagery became the major framing elements for the accompanying 

reports.  

BusinessWeek’s October 13 edition entitled “The new financial Ice 

Age” used an ice motif to focus attention on the ‘credit freeze’ and 

the likelihood of a recession (Cooper 2008: 10; Kalwarski 2008: 13). 

The ‘Ice Age’ idea was an ecological-survival-Apocalypse metaphor. 

The cover story entitled “A financial ice age dawns” depicted a 

brown woolly mammoth running towards the reader in a snow laden 

“Wall St” (Coy 2008d: 20-22, 24). The comic art image style lends 

the illustration a humorous quality even as it provokes a foreboding 

feeling. This image worked with the ice motif to naturalize the ‘credit 

freeze’ as a force of nature that threatened extinction. The article’s 

teaser paragraph announced that the “credit 

crunch” was taking its toll on American and 

European businesses and stated, “the 

potential consequences are frightening” 

(p.20). A red box inset on the title page 

declared “If they’re unable to borrow, 

businesses will begin to cut jobs, cease 

investment, and default on their debt in 

larger numbers.”409 BusinessWeek failed to 
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investigate how exactly credit ‘flowed’ when it was not ‘frozen.’ 

The October 13 issue of Fortune 

contained a special report entitled “Bailing 

out America” (2008: 32-38), which was 

accompanied by an image of a retouched 

painting, originally entitled “Washington 

Crossing the Delaware” (Splashlight 2008: 

32-33). In the original painting, by 

Emanuel Leutze (1851), General George 

Washington was depicted crossing the 

Delaware River in a surprise attack 

against Hessian forces (hired by Britain) located at Trenton, New Jersey in 1776, during the American 

Revolutionary War (1775-1783). In this retouched work, the boat that ‘Washington’ rides in is filled with 

water almost to the brim and the ‘rowers’ have become bailers. Henry Paulson has replaced George 

Washington, while the flag bearer has become Ben Bernanke with Christopher Cox as one of the bailers. 

The provocative ‘nation-as-person’ metaphor embedded in this illustration carried a meta-level meaning 

because the American Revolutionary War was itself a rebellion arising out of economic hardship caused 

by British bankers. The colonies had developed thriving economies because they had printed their own 

paper currencies called Colonial Scrip. Hardship followed the passing of the Currency Act of 1764 by 

the British Parliament, which banned the use of the Colonial Scrip for payment in private transactions 

(Brown 2008: 37, 42-43; Still 1995; 2009; Zarlenga 2002: 371, 376-378). Fortune’s reworked illustration 

of ‘Washington Crossing the Delaware’ therefore indirectly encouraged the magazine’s readers to 

exercise wealth defence. But it was not wealth defence against an oligarchy of bankers this time, but for 

them. 410  

Inside the Fortune October 13 report “Bailing out America” was an article entitled “Main Street turns 

against Wall Street,” which was about the public’s anger against the proposed bailout (Easton 2008: 34-

36, 38). The article was designed to provoke fear of an alleged class war waged by Middle America in 

the form a “populist backlash,” as the article’s teaser termed it (Easton 2008: 34). Variants of the word 

‘populist’ appeared a further twelve times in the article (making 13 repetitions) and are listed as follows: 

populist sentiments     populist eruption 

populist rhetoric     populist solutions 

economic populism     populism  

born-again populist    American populism  

the age of the populist    populist revolt  

populist environment    a rising populist tide. (Easton 2008: 34-36, 38) 
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Here Fortune’s coverage framed populism as a threat 

to the interests of its unsophisticated investor readers. 

Thus, Fortune conflated Main Street’s “populist 

backlash,” as it was depicted in an accompanying 

photo of dissent taken at the Senate Banking 

Committee hearing, with the accusation that ordinary 

Americans had orchestrated the class warfare.411  

The October 13 issue of Time deployed the fear frame on its cover 

with a photograph of coated-men standing in line outside a ‘Soup 

Kitchen’ – an infamous symbol of the Great Depression. Alongside 

this image, the cover title “The new hard times” communicated the 

metalevel meaning that the financial oligarchs had the power to 

withdraw credit and thereby control the ‘lifeblood’ of the economy, as 

their rivalrous forebears had done to wrest control over the American 

economy in the 1930s (Ferguson 2008: 20). Its deployment here by 

Time relied on the universal belief in the myth of mistakes.412 

The October 4 issue of The Economist entitled “World on the edge” carried an illustration on its cover of 

a silhouetted suited figure, who symbolized a ‘universal investor,’ starring over the edge of a cliff.413 

Since this edition went to press between the House’s “rebellion” and the Senate vote, at a time when 

there was no unified action in Europe, the cover 

illustration was designed to provoke its elite 

audience to imagine that if the US economy 

crashed, it would take the world with it (“The 

Federal Reserve; Plan B”: 75). Indeed, the image 

evoked the mythological Apocalypse metaphor, 

since it connected the universalized threat of the 

‘global economy’ hurtling towards a cliff with 

Christianity’s symbolism of a ‘hellish eternal 

abyss.’ The crack in the ledge that the ‘universal investor’ could not see was a wry joke, since financial 

markets are designed to favour the wealthiest and most well connected citizens: the financial oligarchs. 

The editorial entitled “World on the edge” made the observation that the “stockmarkets” had been 

making “real-time” bets on the likelihood of the bailout bill passing and that “investors panicked” when 

the House rejected the bill (“World on the edge” 2008: 11). This exposition failed to comprehend that 

market volatility represented rivalries among emergent and established oligarchs using dark-pools, large 
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financial institutions and tax-secrecy havens as a mechanisms to discipline Congress, less powerful 

firms, retail-level investors and voters. The editors squarely blamed “policymakers and the public they 

serve” for having “failed fully to grasp the breadth and depth of the crisis.” This editorial characterized 

“policymakers” as ideologically moral, but mistaken. The Economist editors called on governments to fix 

the ‘crisis,’ rather than conduct criminal investigations.  

The metaphors and impressions conjured by the imagery used in the magazines were designed to 

exploit the respective publications’ strategic influence. In doing so, they played a formative role in 

creating ideological fields of perception with the intention that their readers would come to perceive, if 

not believe, that ‘ideology’ was a luxury – even for the rich – in a time of ‘crisis.’ Hence, the subtext to 

the magazine coverage was that pragmatism was the only helpful mindset, when ‘the alternative’ would 

lead to: ‘the fall’ of a ‘universal investor’ in The Economist, and the extinction of a financial mammoth in 

BusinessWeek, the sinking of General Henry Paulson’s boat on the Delaware River in Fortune, and the 

emergence of a Great Depression 2.0 in Time. In this way, pragmatism was embedded in the framings 

across the magazine coverage in order to legitimize the US bailouts amidst a broader global ‘rescue.’ 

Conclusion 

Across the ten news media outlets in these four event clusters, the strictures of the ‘neutral bystander’ 

posture did not ‘permit’ the journalists, editors and columnists to do anything other than argue from a 

position of ‘ignorance.’ The news outlets’ made biased use of ‘authoritative resources’ (including 

recollections of popular histories), deferred to elite sources and eschewed critical thinking about macro-

economic issues. Conspicuously, the American public was not afforded front-page space to develop 

their own narrative in regard to the prevailing financial situation and were prevented from constructing 

counter arguments elsewhere in the coverage. If they were interviewed, the purpose was to gain their 

sentiments to better manipulate their perceptions or to alert elite readers to exercise vigilant wealth 

defence. Most reporters took the position that the American public had been hostile to the bailout. 

However, for the most part, the news media ignored popular concern that the leading players of Wall 

Street, Washington and the City were not held culpable for their aggressive, unethical and callous 

activities. 

The news coverage in event cluster one dramatized the unfolding institutional ‘meltdowns’ and ‘fallout’ in 

the language of emergency, which worked to construct the daily and weekly ‘rescue’ frames. Because 

the major news outlets all observed the rituals of crisis journalism, none sought to seriously and 

systematically probe the discrepancies concerning the monetary authorities’ claimed intentions. The 

construction of ‘rescue’ frames relied on the naturalization of the financial crisis and its elevated intensity, 

as though it were a maelstrom, a pandemic, a storm, a nuclear meltdown or an Apocalyptic abyss. A 

terra incognita doctrine underpinned the deployment of these sophisticated metaphors, which worked to 



137 

suggest, or explicitly assert, that key financial elites were like rescue workers confronted with a 

phenomenon that stretched their intellectual and institutional capacities. In effect, this terra incognita 

doctrine was embedded into the ‘financial crisis’ narrative by key actors so that they could control 

perceptions concerning the causes and solutions of the ‘financial crisis.’  

Furthermore, it worked to absolve Wall Street of the need for a ‘moral compass’ regarding the burden of 

the bailouts on American taxpayers, since the terra incognita doctrine was used to frame the crisis as an 

unintentional consequence of the house market boom and Wall Street’s financial engineering wizardry. 

More importantly, it negated the need for substantive economic evidence and a clear exposition of the 

‘legal’ basis upon which Wall Street-Washington Complex sought to make American citizens liable to 

fund the bailout. If ‘the American people’ had become conscious that since 1933, they have been 

deemed to be in agreement with the legitimacy of the Federal Reserve private banking cartel – then the 

‘rescue’ master frame would have collapsed. Without the terra incognita doctrine key actors could not 

hope to become the primary beneficiaries in the post-crisis regime.  

By firmly anchoring this doctrine in the week that followed the collapse of Lehman Brothers, the major 

news outlets played a formative role in helping the Anglo-American financial elites influence their 

respective political elites to support the proposed government interventions. As the ‘financial crisis’ 

narrative developed, unfolding events were reported through the ‘rescue’ master frame and substantive 

evidence of an Anglo-American financial oligarchy became harder to detect. Despite the contradictions 

inherent to: scapegoating Lehman Brothers while making its easier for other major banks to gain federal 

credit; the dual ‘rescues’ of AIG and HBOS following their simultaneous credit downgrades; the 

subsequent ‘ad hoc’ infusions of tax-backed credit by numerous major central banks, and; Paulson and 

Bernanke’s ‘Present the Bill’ ritual, the newspapers and magazines permitted minimal criticism. 

The news media failed to investigate the rivalrous manifestation of game theory that underpinned the 

intensified market turmoil. The oligarchs had sketched out a post-Lehman world wherein the stakes 

would be raised for all key players in order to force an agreement for collective action. Thus, speed-

politics unfolded under the cover of a ‘cooperative’ effort that rendered the betrayal of an oligarch – 

Richard Fuld – as an ‘accident’ amid an emergency situation. Crucial to this ‘cooperation’ were Morgan 

Stanley and Goldman Sachs becoming bank holding companies, as event cluster two indicated. Their 

simultaneous moves to: post profits early; host conference calls; become bank holding companies; and 

gain new capital from high profile investors, were the result of coercive strategies that Morgan Stanley 

and Goldman Sachs themselves had participated in; they were among the major counterparties of credit 

default swaps (Fitch Ratings 2007: 9; Engdahl 2009; Wilmarth 2009). Warren Buffett symbolically 

represented the hedge funds, so his investment signalled collusion from a sector of the financial system 

that specialized in making money through speculative attacks on other financial firms.414 By implication, 

speedy collective action was required of Congress to match the urgency of the crisis and the swift 
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collusion between the financial oligarchs and financial authorities. Without this consensus, the financial 

calamity would get worse and this would draw the ire of many politically powerful and super-wealthy 

people.415  

Therefore, the key players of the financial crisis had anticipated that their coordinated attack on the 

investment banks would be the climax of ‘Act II’ or turning point two in their ‘crisis’ narrative. The second 

turning point represents the “moment of truth” (Frensham 2003: 128-129, See Appendix IV, Fig. 4). At 

such a moment, the protagonists realise that the choice they made at turning point one was a weak one. 

The ‘weak’ choice that the financial oligarchs and financial elites made at turning point one was paying 

$10 a share for Bear Stearns on March 24 2008, instead of $2 (Burrough 2008; Cohan 2009).416 By 

doing so, they had not disciplined the market of ordinary investors enough, and this meant the investing 

public were not sufficiently controlled by fear-based thinking. A lack of fear in ‘the market’ meant that it 

would be harder for the oligarchs to get their bailout bill passed because politicians needed to be under 

the influence of an ‘atmosphere of catastrophe’ in order to vote for it. Therefore, the dissent among 

politicians presented an obstacle to their constructed ‘crisis.’  

Despite this opposition, the key actors who performed the rituals of ‘reassurance and purification’ in 

event cluster three passed through the coverage relatively unscathed. This was due, in no small part, to 

journalists universally observing the ‘neutral bystander’ posture. Their adherence to this submissive 

ritual meant they failed to examine substantive evidence of the financial ‘crisis,’ including the 

criminogenic environment of the Wall Street-Washington-City-Tax Haven Complex. By practising this 

crisis management media ritual, reporters failed to contextualize the events in this cluster as rituals. 

These rituals were: the Senate Banking and House Financial Services committee hearings, president 

Bush’s ‘Present the Peril Live’ television address, the White House ‘Summit’ and the bailout bargaining 

in the Capitol while Wall Street donned a ‘Cloak of Invisibility’. Therefore, Bernanke, Paulson and Bush 

were able to deliver crisis management-public relations statements replete with threats, confident that 

the news media would report them as benignly intended warnings. 

The House vote-down on Monday September 29 was a major setback for the financial oligarchs 

because they had expected Washington’s political elite to submit to their bailout proposal amid the 

‘atmosphere of catastrophe.’ At this point the financial oligarchy were quite vulnerable. They had 

become so aloof, arrogant and addicted to using ‘crises’ as change mechanisms that they assumed that 

the combined ‘spectacle’ of financial calamity and the systemic propaganda produced by their faithful 

‘missionaries’ – the news media – would be sufficient to obtain acquiescence from the public and 

political elites. Evidently, more aggressive financial and political trading was ‘needed’ – as the coverage 

showed. 
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To this end, an intensive week of lobbying took place in Washington, which included vice president 

Cheney laying down the law to Republicans who disliked being told to vote for a bailout bill under duress. 

It also saw Bush host a meeting with Main Street business elites, the two presidential candidates 

lobbying politicians from their respective parties, and Wall Street lobbyists and financial elites appearing 

to be ‘lost in the crowd.’ To support these efforts, the news media stigmatized the dissenting politicians 

as ‘holdouts’ and ‘rebels’ and the public as ‘angry populists’ who simply did not understand the 

implications of failing to pass the bailout bill. The rare news pieces that did seek ‘Main Street’ opinion 

had a sentiment finding agenda designed to influence politicians to vote for the bailout. Threats masked 

as benign warnings continued throughout event cluster four, ‘Resurrection’ of the Bailout Bill. 

The passing of the bailout was the moment in the narrative arc that all the previous stories within the 

‘rescue’ master frame had evidently been working towards. The rituals that accompanied the bailout 

bill’s enactment were intended to be carthartic. But, ironically, this was not the dénouement to the story 

of the ‘rescue.’ Once the bailout passed, ‘confidence’ in the US financial system did not return and in 

fact, the financial contagion deepened and widened across the globe – particularly the North Atlantic. 

On the surface, this was because investors were in need of marketable investments to replace 

unmarketable ones, in order to avoid plummeting asset values and therefore financial ruination. At this 

point, the financial crisis was not merely about a ‘crisis in confidence’ as to which investment products, 

what institutions or even whether any financial systems were ‘safe.’ It was now a crisis about the 

accumulation of structural power and financial claims that burden ‘ordinary’ people as taxpayers with 

public and private credit/debt. Internally, the crisis was a conflict among emergent and rival groups of 

financial oligarchs and the loyalties of financial elites.  

As such, the real climax of the 2007-2008 financial crisis narrative occurred on October 13 2008 (See 

Appendix IV, Fig. 4). This climax involved Henry Paulson, Ben Bernanke, Timothy Geithner and Shelia 

Bair coercing the CEOs of nine major banks to accept Treasury stakes in their conglomerates in return 

for $125 billion worth of federal credit, as mentioned in chapter two (Johnson & Kwak 2010: 153,164; 

Sorkin 2009: 519-528). Since attempts by politicians to embed government equity stakes in the financial 

firms was fiercely resisted by Wall Street lobby groups, the federal regulators were faced with the 

delicate challenge of getting the country’s biggest banks to be the first to accept the bailout in return for 

preferred stock. 

Critical examination of how the business-financial press covered the bailout revealed manipulations by 

Anglo-American financial officials, politicians, academics, economists, and Wall Street-City executives. 

This was detectable in their assumed claim that the bailout of the financial system (Wall Street) would 

benefit the ‘real’ economy (Main Street), all the while omitting to mention the Anglo-American financial 

oligarchy itself. None of the daily newspapers, nor the weekly and biweekly publications, allowed the 

public to advance their views alongside the views of Washington elites, Wall Street financiers, 
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academics or specialist think tanks. Yet, the public had been tacitly positioned as underwriters of the 

financial system. This means that periodic mass repossessions occur by design, because the financial 

oligarchs – in collusion with the global media ‘missionaries’, academic ‘bishops’, think-tank ‘arch-

bishops’, and ‘cardinals’ from financial authorities – together sustain the capacity to create speculative 

bubbles and trigger their bursting. Thus, to ‘save’ the financial system required a universal contrivance 

to ‘argue from ignorance,’ by excluding important facts, counter ideas and non-elites. 

The financial newsscape as a whole framed the bailout as a necessary one, without which the US 

financial system would either collapse or remain dysfunctional. Although the weekly and biweekly 

publications stigmatized politicians that opposed the bailout or certain provisions in it, their 

oversimplified coverage of the contestation legitimized the legislative process as though it were proof of 

a rigorous democracy. Like the daily newspapers, the weekly and biweekly publications ignored or 

downplayed the suspension of democratic deliberation by failing to highlight the fact that most of 

meetings among the political elite were private ones. The weekly and biweekly publications mimicked 

their own exclusion from these meetings by largely excluding the public from their coverage. Indeed, the 

public were portrayed in much the same way as those politicians that opposed the bailout; as an 

irrational sector of society incapable of seeing that it was self-defeating to let Wall Street fail. 

Furthermore, the magazines creatively used their capacity to construct metaphor-laden images to 

conflate the experiential evidence of the intensified ‘crisis,’ amid public outrage and political dissent – as 

a ‘global’ phenomenon – with the idea that it now threatened everyone and therefore required a 

common sacrifice. This conflation was designed to make it appear as though the interests of all were 

aligned with the major banks and financial institutions mentioned in the news. The magazine reportage 

omitted key information regarding the control of the financial system by the Anglo-American financial 

oligarchy. 

The American coverage tended to focus on the likely dangers for the US economy in order to gain wider 

public and political support for the bill. The British coverage viewed the bailout as necessary to address 

an American-made crisis wrought on the world, or as an example of state intervention for other 

governments to follow. The key omissions in the ‘rescue’ frame were: the absence of a serious, 

systematic investigation of the causes of ‘crisis,’ including a theorization of oligarchic collusion and the 

lack of a prescriptive understanding that included a planned withdrawal from debt-dependent financial 

practices. If there had been serious, sustained debate involving ‘ordinary’ Americans, non-establishment 

experts and rank-and-file workers from Wall Street, Washington, and the City, then a broader picture of 

what had occurred and of what was unfolding would have emerged. The standard crisis narratives 

obscured the fact that the rulers of financial capitalism had extended the reach of their power system 

into other hierarchical power structures. Consequently, many of the biggest firms became larger. 
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Chapter 6: Conclusion – A criminogenic financial architecture 

The Anglo-American financial oligarchy is comprised of people whose wealth is based upon financial 

claims to ‘assets’ and income flows derived from underlying assets, or derivatives. Many of the financial 

‘assets’ on the balance sheets of banks and other financial firms are in fact debts or loans pyramided 

upon a thin base of other people’s money. The oligarchy’s power depends on widespread ignorance 

about banking and finance. It uses its enormous claims to wealth to exert control over the political 

systems, and therefore the legal systems of their respective countries and around the world. Full 

disclosure of the events, power relations and intentions that underpin the laws upon which banking, 

finance and the tax-secrecy havens are sustained was absent throughout the ‘financial crisis’ narrative 

of 2007 and 2008. 

The Anglo-American financial oligarchy, for the most part, stay out of the news, and off the rich lists 

(Brown 2008; “The Forbes 400” 2008). These super-rich families and individuals are domiciled in the 

United States and the United Kingdom with shadow selves registered in the tax havens of the world. 

According to the “World Wealth Report 2011” published by Capgemini and Merrill Lynch, most of the 

wealth is concentrated in the hands of 10.9 million high net worth individuals (Capgemini & Merrill Lynch 

2010: 4). Despite the asset deflations of the financial collapse in the northern fall of 2008, the world’s 

richest 10.9 million citizens had a combined net worth of $42.7 trillion in 2010, which meant their wealth 

had climbed back from a drop to $32.8 trillion in 2008, after a ‘pre-crisis’ peak of $40.7 trillion in 2007 

(p.5). In another study, entitled “The Wealth Report 2012,” Knight Frank and Citi Private Bank found that 

super-rich individuals with a net worth of $100 million or more, called centa-millionaires, numbered 

63,000 and possessed $39.9 trillion in wealth (2012: 9-10). In other words, the Anglo-American financial 

oligarchy occupy the upper fractions of the “1%” that has become the target of the Occupy Movement 

and which points to their slogan, “We are the 99%.”417   

These emergent super rich groupings set and pursued a strategy to liberalize the world’s financial 

systems. The liberalization of financial systems involved easing or removing regulatory restrictions over 

financial flows and financial claims within and between countries. The concurrent development of 

financial derivatives enabled dominant capitalist groupings to reach into national spaces, inside 

corporations and even central banks and treasuries. Derivatives were used to attack whole economies 

by making currencies into an asset class. This allowed speculators to drive up the values of particular 

assets to form bubbles that were then burst by means of collusively arranged exit strategies. This 

facilitated oligarchic influence; their purpose was to gain more control over governments and their 

respective citizenries under the urgency of the resultant ‘financial crises.’ 
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Banking and other financial firms increasingly merged from the mid-1980s onward and became larger. 

But as they blurred the lines between their businesses, territories and functions, their role within society 

changed too. Banking and financial conglomerates pursued a ‘too big to fail’ strategy, which meant that 

they intensified their collusive capacity to exploit their customers and clients, instead of fulfilling their 

ostensible role of financing socio-economic development. The major banks of Wall Street and the City, 

in collusion with the four big accountancy firms, and the financial authorities of the United States and the 

United Kingdom, developed tax haven networks. These tax-secrecy havens were used to launch attacks 

on newly liberalized financial markets around the world. With national currencies liberalized, the 

financial oligarchy were able to destabilize governments and coerce them to bailout their domestic 

banks and corporations, who had borrowed heavily from Wall Street, the City, the World Bank and IMF. 

In this way, the Anglo-American financial oligarchy gained substantial control over the economies of 

Central and South America, Asia, Africa and Europe.  

Concurrent to the global merger wave of Anglo-American banking and finance conglomerates, the 

financial oligarchy inflated the tech-stock bubble of the late 1990s. Tellingly, when the corporate 

scandals in the early 2000s resulted in jail terms for the executives of Enron and WorldCom, 13 major 

banks were merely fined for their dual involvement in the fraud. Thus, Wall Street and the City were free 

to maintain their vast financial claims to wealth and the power derived from subjecting governments, 

industries and citizenries to their debt-based financial regimes. 

The rise of a massive housing bubble in America was collusively inflated by the Wall St-Washington 

Complex, with a supporting role played by the Bank of England-HM Treasury-City Complex. The 

securitization of mortgage-backed securities, marketed globally, in combination with the race to 

construct ‘too big to fail’ financial institutions culminated in the bursting of this bubble. From mid-2006 

through to mid-2007, the Federal Reserve’s incremental increases in the cost of credit, in combination 

with the re-setting of mortgages rates at higher rates, made the burst of the American housing bubble 

inevitable. The financial repercussions reached Wall Street itself in late July 2007 when Bear Stearns let 

two of its hedge funds collapse. The Anglo-American financial oligarchy managed the emerging crisis 

under the rubric of ‘rescues’ to save financial institutions deemed systemically important.  

The media systems of America and Britain underwent similar transformations to that of banking and 

finance, as regulatory restrictions over ownership of media businesses were lifted. From the 1980s 

onward, in the United States and the United Kingdom the ownership of news outlets became 

increasingly concentrated. A three-tiered media system emerged and by 2001, just six media 

conglomerates dominated the world’s news output. Their capacity to frame important news stories is 

formiddable.  
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The structural mechanisms through which the news is censored by unofficial means is hard for people 

to detect and decipher. Those mechanisms, as described by Herman and Chomsky’s Propaganda 

Model, act seamlessly on news content such that the financial oligarchy can pursue its goals without 

serious journalistic investigation. Indeed, the universal deployment of neoliberal ideology through the 

news created a hegemonic pro-market news framing which was so deeply entrenched, news outlets 

continued to protect it even during market busts. The pattern of switching from the ‘business as usual’ 

posture to the ‘neutral bystander’ stance when market booms turned to financial busts was well 

established through the 1990s. The Anglo-American news media were, in effect, ‘performing the news’ 

by luring people to become consumer-level investors. Therefore, news outlets played a formative role in 

creating the market bubbles. Their dexterous switch to the ‘neutral bystander’ posture when the tech-

stock bubble burst in early 2000 belied a duplicitious strategy. This strategy reflects the news media’s 

contrived positioning as a neutral observer of events, feigning to deliver objective, balanced news. The 

media’s switch back to the ‘business as usual’ posture as corporate scandals in America resulted in the 

successful prosecutions of exectives from Enron and WorldCom et al was crucial for the Anglo-

American financial oligarchy. Journalists’ failure to challenge the decision to let the executives off the 

hook from those 13 banks culpable for the corporate fraud that underpinned the outsized profits of 

Enron and WorldCom, in fact, communicated ‘buying-out.’ The collusion was so obvious it could not 

plausibly be missed. That failure saved the 13 banks from deeper investigations into their role in 

fomenting the tech-stock bubble. 

It took the BBC’s revelation (on September 13 2007) of Northern Rock’s surreptitious bailout request to 

the Bank of England for the news media to drop its ‘business as usual’ posture. This story, which 

anchored the crisis in the minds of Britons, marked the start of the ‘rescue’ master frame. Similarly, The 

Wall Street Journal’s frontpage scapegoat piece on Bear Stearns’ chairman and CEO on November 1 

2007 grabbed the attention of American news audiences. Thus, began the ‘financial crisis’ narrative of 

2007 and 2008. The Anglo-American news media’s apparent obtuseness regarding the severity of the 

financial crisis meant that they wasted away time as events unfolded. They failed to conduct systematic 

investigations into the causes of the financial crisis from August 2007, when it was obvious that the bust 

of the US housing bubble would have deep impacts on Wall Street, and therefore society at large. This 

meant that Anglo-American news audiences were denied a sophisticated contextual account.  

It also meant that when the simultaneous Bear Stearns-Eliot Spitzer takedowns occurred, the 

connections between the two events were able to be obscured. Spitzer was scapegoated by the 

American news media, and his swift exit from office meant that the financial oligarchy could finish the 

job off. This course of events communicated that the Anglo-American media cartels were willing to 

advance the ‘financial crisis’ narrative to the next stage, as game theory predicts. Since game theory 

requires colluding players to issue and respond to threats and rewards to maintain the motivation, 
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discipline and purposes of the cartel (or cartels), their simultaneous actions are economic evidence of 

an unfolding plot. 

Thus, JPMorgan Chase’s public stoush with its law firm for overlooking a contractual clause that 

exposed the acquiring bank to Bear Stearns’ liabilities for a period of one year was a predictable set-

back. It was predictable, not so much for the detail, but for the risks associated with collusion. When 

fiction writers construct the climax of Act I in plots with a three-Act story architecture, it involves an 

unexpected defeat for the protagonist(s). As such, their spats reported in the news were not contrived. 

What was predictable about their public blaming was that it indicated that the plot they sketched did not 

totally go according to plan. This means the news media missed a vital clue that all was not as it 

seemed. The Fed-funded bailout-takeover of Bear Stearns at a price of $10 per share instead of $2 (as 

a result of JPMorgan Chases’ weakened bargaining position) had implications for the planned system-

wide bailout later in the year. The House’s rejection of the bailout bill on September 29 represented an 

insufficient level of fear among ‘the American people’ and therefore Washington’s political elite. Had the 

financial oligarchy been more ruthless in the settlement of Bear Stearns, a greater level of panic, fear 

and submission could have been achieved by the end of September 2008.  

The false testimonies at the Senate Banking Committee hearing in early April 2008 by the American 

monetary officials was matched by the Senators lack of scepticism and the news media’s failure to 

investigate the underlying power relations. The ‘meeting of the minds’ that occurred between Treasury 

and Federal Reserve officials on April 15 2008 to shelve the “Break the Glass” plan and manage an 

escalation of the financial crisis was evidence of collusion. The news media’s failure to investigate the 

genesis of this plan when knowledge of it surfaced in the immediate aftermath of Lehman Brothers’ 

collapse, demonstrated a commitment to maintain the ‘rescue’ master frame. Thus, news heads and 

those colluding editors and reporters with insider connections were, in effect, communicating a threat 

back to Wall Street and the American monetary officials to pursue the bailout with total commitment. If 

the officials failed in their assignment, they would be scapegoated, removed and others would complete 

the task.  

The simultaneous takedowns of AIG and Halifax Bank of Scotland (HBOS) on Monday September 15 

and Tuesday September 16 signalled a commitment by elites around the orbits of Wall Street’s and the 

City’s financial oligarchies to advance toward the next stage of the financial crisis narrative. The news 

media outlets failed to investigate the power relations underpinning the pattern of the major credit rating 

agencies downgrading AIG and HBOS almost simultaneously. Their subsequent takeovers involving 

respective financial authorities was downplayed under the rubric of ‘rescues.’ The failure of the news 

media to critically report these takeovers belied a remarkable commitment to the crisis journalism 

stricture of keeping a ‘respectful distance.’ 
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Thus, when Ben Bernanke and Henry Paulson metaphorically played their ‘Go to Congress’ card, they 

were enacting the ‘scene’ envisaged on April 15 2008.418 Their ‘Present the Bill’ ritual on September the 

18th 2008 signalled to key insiders that they had ‘broken the glass’ on their plan to coerce Congress 

amid an ‘atmosphere of catastrophe.’ Their exploitation of fear was reproduced in the news coverage as 

a means to make it seem as though everyone’s interests were synonomous with Wall Street’s objectives. 

The events involving the political elite and the American financial officials that followed were, in effect, 

ritual displays of power, replete with threats masked as benevolent warnings. These oligarchic-elite 

displays of power were: (1) the ‘Power Walk’ ritual of September 19, when Bush, Paulson, Bernanke 

and Cox appeared in the White House Rose Garden; (2) Paulson and Bernanke’s appearance before 

the Senate Banking Committee on September 23; (3) Bush’s ‘Present the Peril Live’ ritual on September 

24; and (4) the White House ‘Summit’ on September 25 in the Cabinet Room.  

The simultaneous actions of Goldman Sachs and Morgan Stanley to: hold conference calls with 

investors; become bank holding companies; and gain investments, were also evidence of collusion 

involving the American monetary authorities. The attainment of bank holding company status in 

particular required the news media to ignore the fact that Merrill Lynch had also gained easy access to 

federal credit. The news media also failed to investigate the fact that the London securities brokerages 

of all three firms were able to access the Federal Reserve’s special lending facilities. Consequently, 

Warren Buffett’s encoded coercion of Congress inferred that the financial oligarchy would resort to other 

means, if necessary, to achieve their goals.    

The actual climax of ‘Act II’ in the financial ‘crisis’ narrative arc occurred when the House of 

Representatives rejected the bailout bill on September 29. At this moment, the protagonists of the crisis 

faced defeat (See Appendix IV, Fig. 4). The calling in of Main Street business elites to gain their support 

after the House votedown revealed that rhetoric about the bailout being for Main Street was false. The 

negotiations could not drag on because more financial institutions would have failed without new 

injections of Treasury debt/Federal Reserve credit. The collusion among the Anglo-American financial 

oligarchy required to achieve the goal of the $700 billion bailout bill on October 3 2008 was matched by 

the complicity of the Anglo-American news media. A shared lack of scepticism was the vital stricture of 

the ‘rescue’ master frame. All journalists, editors and columnists internalized its assumptions by 

adopting the role of the ‘neutral bystander.’ Its universal observance by the Anglo-American news media 

is a telling indictment on their behaviour and performance throughout the rest of the ‘financial crisis’ 

narrative arc.  

This ubiquitous projection of the ‘rescue’ master frame does not mean that journalists, editors and 

columnists were aware of all of its inherent contradictions. Nor does it mean that they sat around 

learning how to construct it via video-conferenced, powerpoint presentations. It means that the heads of 

the news organizations maintained the naïve coverage by their unwillingness to confront the Anglo-
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American financial oligarchy and those financial elites and lobbyists doing their bidding. The pervasive 

deployment of the ‘rescue’ master frame demonstrates that news making is controlled by the five 

structural filters and the sixth filter – buying out – as described by the Propaganda Model. In particular, 

the deviousness inherent to the operation of the ‘buying out’ filter is assisted within news outlets by 

oversimplified understandings regarding how collusion and conspiracy work. Collusion and conspiracy 

have both tacit and explicit elements, degrees of awareness and participation, and a dependence on 

ideology to evade detection. The main area of confusion regarding the anatomy of collusion and 

conspiracy is the common belief that when the crisis is a large one, involving thousands of participants, 

its impossible for a criminal plot to remain secret. This assumption fails to conceptualize the role of 

‘outer rings’ of players, who are required to assist collusion and conspiracy. Those in the ‘outer rings’ 

either adopt a naïve belief in the ideology or are complicit in going along with the ‘status quo,’ (and 

constantly submitting to the in-built incentives, promises and threats). Key insiders, however, are skilled 

manipulators who derive their confidence from the continued obedience of workforces subjected to 

coercive power systems. Workers may witness wrongdoing, but either they fail to report it, or their 

concerns are not taken seriously. 

For their part, the Anglo-American news media continued to deploy fear in order to obscure vested 

interests and adjust their justifications of unfolding events in the ‘rescue’ frames. These justifications 

were assisted in no small part by the use of ideological metaphors in the imagery, headlines and texts. 

Had the news outlets emphasized the discrepant viewpoints, the pattern of simultaneous power plays 

underpinning the actions of key players, then the ‘rescue’ master frame would have collapsed. In the 

absence of in-depth reportage across the news outlets, their news audiences were unable to formulate 

a sophisticated counter-financial crisis narrative. Indeed, ordinary citizens and non-establishment 

experts were excluded from meaningful debate in the news, and therefore they could not publicly 

articulate their views.  

The criminogenic environment constructed by the Anglo-American financial oligarchy since its 

emergence in the 1970s and 1980s proved to be resilient as the financial crisis went live. By restricting 

the flow of credit, pursuing aggressive buying and selling strategies, and controlling the major private 

and public regulatory institutions, financial elites exerted a considerable degree of control over the 

‘crisis.’ Crucially, the power of the American financial oligarchy consolidated as the federal regulators, 

such as the Federal Reserve, gained more political power over state regulators. The capacity for the 

Federal Reserve System to pay interest on reserves, obtained through the Emergency Economic 

Stablization Act, was designed as an incentive to banks and financial firms to join the cartel (Federal 

Reserve Bank of St. Louis n.d.; Johnson & Kwak 2010; Prins 2009; Prins & Ugrin 2010a, July, en 19). In 

addition to being able to earn interest on reserves, yields from Treasury securities, and dividends paid 

by the central bank to its members, banks would be able to lend to entities within their own corporate 
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structures for speculation, rather than to support and re-invigorate the ‘real economy’ (Chossudovsky 

2010a; Engdahl 2009). The tax provision in the Emergency Economic Stablization Act that provided 

incentives for mergers, in effect, ratified the public policy that had facilitated the formation of the crisis – 

‘too big to fail’ – as the solution! For their part, the political elite of Washington, New York and London 

proved to be incapable of reigning in their respective financial oligarchies because their trans-Atlantic 

entwinement was so pervasive. Indeed, it was the maintenance of this structural alliance that was the 

primary reason for bailing out the financial system and imposing ‘austerity measures.’ 

The Anglo-American news outlets also proved themselves incapable of behaving and performing as 

ordinary people need them to. Because the news media almost totally deferred to establishment elites 

for comment, the discourse on the political economy of the ‘rescue’ was marked by a choice between 

the bailout and “the alternative,” which Paulson & Co. frequently uttered as shorthand for a Great 

Depression-scale financial abyss. Thus, the Anglo-American financial oligarchy was successful in 

restricting “the definition of alternatives” to a scenario that only psychopaths would wish upon people, 

therefore they had wielded “the supreme instrument of power,” as E.E. Schattschneider put it (1961: 68).  

The Anglo-American financial oligarchy and key officials from the American and British financial 

authorities and executives of major banks and financials firms have sought to gain more power at the 

expense of other institutions, individuals and societies. In other words, they have conspired to cause a 

massive financial crisis and economic crisis in order to gain more political power to advance their 

objectives. Those objectives are to consolidate private banking and financial institutions, and a 

compliant regulatory infrastructure (to ensure control over assets, debt and financial systems). The 

‘financial crisis’ narrative arc reveals a collusive strategy to entrench debt-based financial regimes 

worldwide. These criminogenic power structures perpetrate financial and economic warfare, using 

‘crises’ as a mechanism of coercion and ‘austerity measures’ to weaken mass populations and gain 

control over public infrastructure and services. In short, the Anglo-American financial oligarchy have led 

a conspiracy to bring harm to their respective societies and the world. The systemic collusion between 

the Anglo-American financial oligarchy, the financial authorities, political elites and media outlets leaves 

American and British citizens in a predicament. 

There is no easy way out. Because the governments of two major world powers are commissioning 

financial and economic warfare upon their respective citizenries, ordinary people everywhere have little 

choice but to strengthen the Occupy Movement with existing people’s movements. Such actions require 

a revolution in people’s minds to commit to non-violent, highly creative direct actions to highlight the 

necessity of jailing the key financial players and replacing capitalism. In such times, both resistance and 

resilience become necessary (Echo Video 2011; Grounded Television Network n.d.,a; Klein 2007; York, 

Delan & DuVall 1999). Confronting financial and economic warfare requires a resilient co-creative 

movement to dismantle the alleged authority of the Anglo-American financial oligarchy.
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Appendix I: Newspaper Front-pages1 

The newspaper front-pages described in chapter five are collected here by date in the following 

publication order: 

1. The Wall Street Journal (WSJ) 

2. The New York Times (NYT) 

3. The Washington Post (WP) 

4. Financial Times (FT) 

5. The Times (T) 

 

                                                        
1 Although not all of the newspaper front-pages are specifically referred to in the case study, they are included here for 
completeness of the data set, and to show that the public and non-extablishment experts were prevented from constructing a 
counter financial crisis narrative. 
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Bailout Plan Rejected, Markets Plunge,
Forcing New Scramble to Solve Crisis
By Sarah Lueck,
Damian Paletta
And Greg Hitt

WASHINGTON—The House
of Representatives defeated the
White House’s historic $700 bil-
lion financial-rescue package—a
stunning turn of events that sent
the stock market into a tailspin
and added to concerns that the
U.S. faces a prolonged recession
if the legislation isn’t revived.

The Dow Jones Industrial Av-
erage sustained its biggest point
drop in history and its biggest
closing decline since the day the
markets re-opened after the
Sept. 11, 2001, terrorist attacks.
The Dow, which had opened
sharply lower on fears of more
possible bank failures, finished
the day down 7%, with a 777.68
point drop to 10365.45. Losses to
shares on the broaderDowJones
Wilshire 5000 index amounted,
on paper, to $1.2 trillion—eclips-
ing the size of the proposed bail-
out package. The Nasdaq Stock
Market finished down 9.1%.

The widely watched VIX in-
dex, ameasure ofmarket volatil-
ity often called “the fear index,”
closed at its highest levels in its
28-year history. In early trading
in Asia Tuesday, Japan’s Nikkei
was off 4.5%, and other markets
also were down.

The 228-205 vote, which de-
fied a full-court press from the
president and theTreasury secre-
tary, marked a dark moment in a
month that has shaken the finan-
cial system to its core and forced
thegovernmenttotakeahostofad
hoc measures to shore up confi-
dence.EarlierMonday,U.S.author-
ities helped arrange the sale of
Wachovia Corp. to Citigroup Inc.,
while the Federal Reserve joined

other central banks in injecting
more funds into creditmarkets.

The bailout was designed in
part to get financial institutions
lendingagainby ridding themar-
ket of the toxic mortgage-backed
securitiesandotherholdingsthat
lenders fear could cause borrow-
ers to default. If credit markets
continue to seize, the impact on
businesses and consumers could
be widespread. Access to loans
would be reduced, crimping
spendingand investment. Econo-
mistssaid thecreditcrunchcould

lead to increased layoffs in the
U.S. and prompt a hefty rate cut
from the Federal Reserve.

“The legislation may have
failed,” said House Speaker
Nancy Pelosi, a California Demo-
crat. “The crisis is still with us.”

Thebill’s failureputstheTrea-
sury Department in a bind. Offi-
cials there considered the rescue
plan as a last-ditch effort to come
up with a systemic approach to
tackling the financial crisis. The
Treasurycantakesomeincremen-
talsteps,suchasexpandingapro-

gramtobuymortgage-backedse-
curities issued by mortgage gi-
ants Fannie Mae and Freddie
Mac, or using other administra-
tive tools. But none of thesemea-
sureswouldbeascomprehensive
in tackling the problems at the
heart of the financial system.

In lieu of legislation, Treasury
is likely to revert to addressing
problems institution by institu-
tion, according to a person famil-
iarwith thematter, whilewaiting
to see whether Congress will re-
visit Monday’s vote. The govern-

mentislikelytocontinuetryingto
extinguishfiresbylendingmoney
totroubledinstitutions,aimingto
prevent failures that could ripple
through the financial sector. That
could result in the government
taking on the same toxic assets,
but by a different route. The Fed-
eral Insurance Deposit Corp.,
whichresolvesfailedbanks,could
also play a greater role.

“Our tool kit is substantial
but insufficient,”TreasurySecre-
taryHenryPaulson said after the
bill’s failure.

Ever since Mr. Paulson un-
veiled the proposal two week-
ends ago, the rescue package had
helped buoy financial markets.
But it also sparked deep unease
among lawmakers over what
would be an unprecedented gov-
ernment intervention in the pri-
vate sector.

Thebill’sfailuremarksasting-
ing defeat for the nation’s politi-
cal leadership. Both Republican
and Democratic leaders in Con-
gress and the White House had

Please turn to page A2
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By Eric Bellman

KOTA, India—Hoping to
boost his chances of getting into
a top college, Rohit Agarwal quit
his high school and left
home.

The 16-year-old
moved from the far
northeast corner of In-
dia in June, with two
suitcasesandashoulder
bag. He took a two-hour
flight and a six-hour
train ride to the dusty
town of Kota, India’s
cram-school capital.

More than 40,000
students showup in the
arid state of Rajasthan
every year, looking to attend one
of the 100-plus coaching schools
here. These intensive programs,
which are separate from regular
high school, prepare students
for college-entrance exams. In
Kota, most of the schools focus
on the prestigious Indian Insti-

tutes of Technology.
The seven IITs nationwide

are statistically tougher to get
into thanHarvard or Cambridge.
While around 310,000 students

took the entrance exam
this April, only the top
8,600 were accepted. A
whopping one-third of
those winners in the
current academic year
passed through Kota’s
cramming regimen.

“If we stayed at
home, we just wouldn’t
be able to study
enough,” saysMr.Agar-
wal as he takes a break
from lessons. “If you
don’t study hard, you

won’t get admission.”
Today, he starts studying at 7

a.m., works on practice prob-
lems until noon. After lunch, he
goes to class, where he gets the
answers to the problems, gets
home around 8 p.m. and does

Please turn to page A16
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Town Fills With Teens Studying Full-Time
ForaCollegeEntranceExam; ‘BansalitesRock’

By Robin Sidel
And Damian Paletta

The notoriously fragmented
American banking system is go-
ing through a decade’s worth of
consolidation in a matter of
weeks, with theU.S. government
often acting as matchmaker.

At the end of last year, the
three lenders that are now the
largest in U.S. banking—Bank of
America Corp., J.P. Morgan
Chase & Co. and Citigroup
Inc.—collectively held 21.4% of
all U.S. deposits. Now, with this
month’s government-backed
sales of the banking assets of
Washington Mutual Inc. to J.P.
Morgan and of Wachovia Corp.
to Citigroup, the Big Three in-
stantly have a combined 31.3% of
U.S. deposits.

Formorethanadecade,bank-
ing experts have predicted an in-
dustry that is shaped like a “bar-
bell”—afewbigbanksatoneend,
thousands of tiny ones at the
otherand little in themiddle.But

Please turn to page A5
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Business&Finance
By David Enrich and
Matthew Karnitschnig

Citigroup Inc. acquired most
of Wachovia Corp. for nearly $2
billion in a government-engi-
neered takeover that shows how
quickly once-mighty U.S. banks
are succumbing to a growing
mountain of bad mortgages and
other loans.

Wachovia wasn’t doomed by
the same sort of customer exo-
dus that led regulators to seize
Washington Mutual Inc.’s bank-
ingoperations lastweek.But fed-
eral officials intervened before
dawn Monday after concluding
that the Charlotte, N.C., bank’s
deteriorating condition posed a
threat to the already fragile U.S.
financial system.

As part of the deal, Citigroup
will inherit a $312 billion mort-
gage portfolio saddled with
bruising losses. Citigroup’s fu-
ture losses on those loanswill be
capped at $42 billion, with the
government agreeing to absorb
any additional losses. In return,
the government got $12 billion
worth of warrants for Citigroup
stock and preferred shares.

The takeover was hammered
out in frenetic negotiations that
lasted all weekend. The immedi-
ate catalyst was that major

credit agencies were poised to
cut Wachovia’s ratings, just as
the bank had billions of dollars
in debt coming due this week.

Wells Fargo & Co. initially
said it was prepared to buy
Wachovia for more than $20 bil-
lion and wouldn’t require any
government assistance, accord-
ing to people familiar with the
talks. Late Sunday, the San Fran-
cisco bank abruptly changed its
mind. That set in motion a des-
perate scramble through the
night that endedwith thegovern-
ment presiding over Wachovia’s
shotgun marriage to Citigroup

early Monday morning.
Citigroup’s transformation

from one of the financial sys-
tem’s biggest losers just six
months ago into what Citigroup
executives now call “a pillar of
strength” shows howquickly the
pecking order among U.S. banks
is being upended by the head-
long rush to cull the industry of
its weakest institutions.

VikramPandit,who tookover
at Citigroup in December, has
told colleagues in recent days
that he doesn’t want Citigroup
to be “too long the U.S. con-
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Vinod Kumar
Bansal

T he House defeated the
Bush administration’s

$700 billion rescue package,
a stunning turn of events
that sent the Dow industrials
to their biggest point drop
ever. The 228-205 vote split
both parties and is a setback
for the Treasury and the Fed,
which are stuck for now with
taking incremental steps to
stem the financial crisis.A1, A3
n The Dow industrials
plunged 777.68 points, or 7%,
to 10365.45, as fears grew
that more banks could fail.
Oil fell $10.52 to $96.37.C1, C8
n European stocks slid after
a wave of bank bailouts
sparkedconcern about theCon-
tinent’s banking system. C5

n Citigroup acquiredmost of
Wachovia for nearly $2 billion
in a U.S.-engineered takeover.
Included is a $312 billionmort-
gage portfolio saddledwith
bruising losses. A1, A7, C18

n TheU.S. banking system is
undergoing a big change
through recent consolidation.
Last year’s $101 billion deal for
ABN isweighing on Fortis and
Royal Bank of Scotland.A1, C1
n Japan’sMUFG sealed a deal
to acquire a 21% stake inMor-
gan Stanley for $9 billion.C8

n Parts of the creditmarkets
regressed as corporate bonds
slumped and investors
sought out U.S. Treasurys. C2

n The U.S. economy, already
hurt by the credit crunch, could
worsenwithout some form of
bailout. Consumer spending
held flat last month.A7B, A8

n TheTreasuryunveileda
$50billion insuranceplan for
money-marketmutual funds
that lasts for threemonths.B9

n SovereignBancorpplans to
name Paul Perrault, former
head of Chittenden Corp., to
be CEOstarting next year.C7

n FannieMae and Freddie
Mac said they receivedgrand-
jury subpoenas seekingdata on
accounting, disclosures andcor-
porate-governancematters.A8

n Pfizer plans to announce it
will abandon efforts to develop
medicines for heart disease.B1

National
City

U.S.
Bancorp

SunTrust
Banks

Wells
Fargo

Wachovia

Citigroup

Washington
Mutual

J.P. Morgan
Chase

Bank of
America

0

100

200

300

400

500

600

$700

Merrill
Lynch

Note: Data as of the end of 2007 

Source: Keefe, Bruyette & Woods analysis of data from company filings, SNL DataSource, FDIC

Branching Out
A sudden consolidation in the 
commercial banking industry 
leaves the U.S. market with a
new ‘Big Three.’
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World-Wide

nMcCain and Obama now
face tough political choices.
The presidential candidates
struggled to mitigate the po-
liticaldamageof theHouse re-
jectionof the financial rescue
package.Bothhad tepidly sup-
ported the plan the day be-
fore, saying it was an unpleas-
ant package but necessary
for the health of the econ-
omy. McCain arguably has
more to lose in this crisis after
insertinghimself into thene-
gotiations lastweek.A14
Both called on fellow
members of Congress to
return to work and get some
kind of aid deal through.

n The defeat of a U.S. bailout
plan followed an outpouring of
voter anger that overwhelmed
calls fromBush and lawmak-
ers to pass the deal.A4, A14

n Congress seemed increas-
inglyunlikely to extendexpir-
ing tax breaks for individuals
andbusinesses before the end
of the year after failing to break
an impasseover the issue.A8

nMukasey appointed a pros-
ecutor to investigate whether
administration officials vio-
lated the law when they fired
nine U.S. attorneys.A8

n U.S. andSyriandiplomats
metover the pastweek inNew
York ina signof apotential
thawbetween the countries.A9

n A car bomb detonated
near amilitary bus carrying
soldiers in northern Lebanon,
killing at least five people and
injuring over two dozen.A13

n Belarus elections that failed
to elect a single opposition law-
maker fell short of democratic
standards, observers said.A12

n Tribalmilitiasbacked byPa-
kistan’s army are rising to bat-
tle pro-Taliban groups.A13

n NASA is delaying its mis-
sion to the Hubble Space Tele-
scope until next year due to a
breakdown of its orbit. A8

n A federal court overturned
theBush administration’s deci-
sion to remove graywolves
from the endangered species
list in the Great Lakes region.
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Today, warm, breezy, partly sun-
ny, high 85. Tonight, cooler and
partly cloudy, low 62. Tomorrow,
partly sunny, light winds, high 74.
Weather map appears on Page D6.
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Federal investigators said a collision
warning system could have prevented
the head-on crash of a passenger train
and a freight train last week in Los An-
geles, which killed 25 people. PAGE A13

NATIONAL A13-22

Inquiry Into Fatal Train Crash
The Jets could not take advantage of a
Patriots team playing its first full game
without Tom Brady, losing at home, 19-
10. The Giants rolled over the Rams, 41-
13, and the Broncos and the Colts each
won in dramatic fashion. PAGE D1

SPORTSMONDAY D1-10

Second-Stringer Is First Rate A study has found that the medicines
most often prescribed for schizophrenia
in children are no more effective than
older, less expensive drugs. PAGE A17

Children and Schizophrenia

The writer died Friday at 46. An appre-
ciation by Michiko Kakutani. PAGE E1

ARTS E1-10

David Foster Wallace’s Magic

As deaths from violence in rebellious
northern Bolivia increased over the
weekend, Evo Morales faced the worst
crisis of his presidency. PAGE A6 

INTERNATIONAL A6-12

Crisis Deepens in Bolivia

With the increased
cost of heating oil and
natural gas, many are
turning to wood-
burning stoves.
PAGE B1

METRO B1-7

Firing Up Wood for Winter

Tan’s Novel as an Opera
Excerpts from the San Francisco Opera
production of "The Bonesetter’s Daugh-
ter," based on the Amy Tan novel.

nytimes.com/arts

ONLINE

William Kristol PAGE A25

Paul Krugman PAGE A25

EDITORIAL, OP-ED A24-25

BIDS TO HALT FINANCIAL CRISIS
RESHAPE LANDSCAPE OF WALL ST.

WATCHING THE MARKETS
Coverage of initial investor

reaction in Europe and the United
States markets, and details of
what happened behind the scenes
in the weekend talks: 

nytimes.com/business

BANK FULFILLS A QUEST By agree-
ing to buy Merrill Lynch, Bank of
America is close to fulfilling its
dream of adding a dominant bro-
kerage business. PAGE A18

SAFETY NET Concerns over what
may unfold in the market on Mon-
day led the Fed to dramatically
loosen its standards on making
emergency loans to major Wall
Street investment banks. PAGE A19

INSURER SEEKS CASH Before
seeking a lifeline from the Fed,
American International Group
weighed a range of options to sta-
bilize its finances. PAGE C1 For the
latest: nytimes.com/business
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This article was reported by
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Andrew Ross Sorkin and was
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In one of the most dramatic
days in Wall Street’s history,
Merrill Lynch agreed to sell itself
on Sunday to Bank of America for
roughly $50 billion to avert a
deepening financial crisis, while
another prominent securities
firm, Lehman Brothers, hurtled
toward liquidation after it failed
to find a buyer.

The humbling moves, which
reshape the landscape of Ameri-
can finance, mark the latest
chapter in a tumultuous year in
which once-proud financial insti-
tutions have been brought to
their knees as a result of hun-
dreds of billions of dollars in
losses because of bad mortgage
finance and real estate invest-
ments. 

But even as the fates of Leh-
man and Merrill hung in the bal-
ance, another crisis loomed as
the insurance giant American In-
ternational Group appeared to
teeter. Staggered by losses stem-
ming from the credit crisis, A.I.G.
sought a $40 billion lifeline from
the Federal Reserve, without
which the company may have
only days to survive.

The stunning series of events
culminated a weekend of frantic
around-the-clock negotiations, as
Wall Street bankers huddled in
meetings at the behest of Bush
administration officials to try to
avoid a downward spiral in the
markets stemming from a crisis
of confidence.

“My goodness. I’ve been in the
business 35 years, and these are
the most extraordinary events
I’ve ever seen,” said Peter G. Pe-
terson, co-founder of the private
equity firm the Blackstone
Group, who was head of Lehman
in the 1970s and a secretary of
commerce in the Nixon adminis-
tration.

It remains to be seen whether
the sale of Merrill, which was
worth more than $100 billion dur-
ing the last year, and the con-
trolled demise of Lehman will be
enough to finally turn the tide in
the yearlong financial crisis that
has crippled Wall Street and
threatened the broader economy.

Questions remain about how
the market will react Monday,
particularly to Lehman’s plan to
wind down its trading operations,
and whether other companies,
like A.I.G. and Washington Mutu-
al, the nation’s largest savings
and loan, might falter.

Indeed, in a move that echoed
Wall Street’s rescue of a big
hedge fund a decade ago this
week, 10 major banks agreed to
create an emergency fund of $70
billion to $100 billion that finan-
cial institutions can use to protect
themselves from the fallout of
Lehman’s expected failure. 

The Fed, meantime, broadened
the terms of its emergency loan
program for Wall Street banks, a
move that could ultimately put
taxpayers’ money at risk.

Though the government took
control of the troubled mortgage
finance companies Fannie Mae
and Freddie Mac only a week
ago, investors have become in-
creasingly nervous about wheth-
er major financial institutions
can recover from their losses. 

How things play out could af-
fect the broader economy, which
has been weakening steadily as
the financial crisis has deepened
over the last year, with unem-

MERRILL IS SOLD
Failing to Find Buyer,

Lehman Bros. Is Set
to Wind Down

Continued on Page A19

DANIEL ACKER/BLOOMBERG NEWS

Clockwise from top left, Richard Fuld Jr. of Lehman, John Thain
of Merrill Lynch and Kenneth Lewis of Bank of America.
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Late Edition

By LOUISE STORY

It’s the end of an era for Merrill
Lynch, the brokerage firm that
brought Wall Street to Main
Street. 

Merrill, which has lost more
than $45 billion on its mortgage
investments, agreed to sell itself
to Bank of America for $50.3 bil-
lion in stock, according to people
briefed on the negotiations.

It is a remarkable fall from
grace for the 94-year-old Merrill,
whose corporate logo — a bull —
has long symbolized the funda-
mental optimism of Wall Street.
After a frantic weekend of talks
between Wall Street executives
and federal officials over the fate
of the teetering Lehman Broth-
ers, fear spread on Sunday that

Merrill, staggered by losses,
might also falter. The merger
would combine Bank of Amer-
ica’s banking and lending
strength with Merrill Lynch’s
wealth management expertise. 

“It is an enormous shock,” said
Steve Fraser, a Wall Street histo-
rian and author of “Wall Street:
America’s Dream Palace.”

“Merrill was a kind of bedrock
institution whose stability and
longevity was taken for granted
and was reassuring to people,”
Mr. Fraser said. “Even in these
very highly erratic and specula-
tive marketplaces like we’ve
been living through, you didn’t
think Merrill would be vulner-
able.”

The sale, if completed, would
open a new chapter for Merrill,

which was founded in 1914 and
promoted the idea that anyone,
not just the rich, should invest in
markets. Merrill’s brokers would
be combined with Bank of Amer-
ica’s smaller group of wealth ad-
visers into an entity called Mer-
rill Lynch Wealth Management,
these people said. Customers
with brokerage accounts at Mer-
rill are unlikely to be financially
affected.

Merrill, the nation’s largest
brokerage firm, was one of the
earliest Wall Street firms to go
public, in 1971. Its executives, tra-
ditionally former stockbrokers,
have long been viewed as spokes-
people for the entire industry. Af-
ter the crash of 1987, for instance,
Merrill’s chief executive appea-

Stunning Fall for Main Street’s Brokerage Firm

Continued on Page A18
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By JEFF ZELENY and MICHAEL LUO

CHICAGO — Senator Barack
Obama raised more money in Au-
gust than any presidential candi-
date has ever recorded in a one-
month period, with his campaign
disclosing on Sunday that it col-
lected $66 million and drew
500,000 first-time donors to his
candidacy.

The record-setting figures and
particularly the new supporters

who can contribute again before
Election Day were crucial for Mr.
Obama, who was heading into the
general election as the first ma-
jor-party candidate to forgo pub-
lic financing. The campaign
amassed its millions of dollars
through an aggressive Internet
drive, by attracting some of Sena-
tor Hillary Rodham Clinton’s do-
nors and as concerns increased
over a tightening contest.

David Plouffe, the Obama cam-
paign manager, said more than
2.5 million people had contribut-
ed since the race began. 

“The 500,000 new donors to the
Obama campaign demonstrate
just how strongly the American
people are looking to kick the
special interests out and change
Washington,” Mr. Plouffe said in
an e-mail message on Sunday.

While the amount surpassed
the previous record of $55 million
set in February by Mr. Obama, it
is in line with ambitious goals his
campaign set in June, when he 

New Donors Help Obama Raise
A Record $66 Million in a Month

EMMANUEL DUNAND/A.F.P. — GETTY IMAGES

Barack Obama is on track to
meet bold fund-raising goals. Continued on Page A22

By FLOYD NORRIS
and VIKAS BAJAJ

Wall Street and the federal
government played a game of
chicken over the weekend, and
neither side backed down, push-
ing Lehman Brothers toward
bankruptcy and setting off wor-
ries of a worldwide sell-off when
markets open on Monday.

While some feared a precipi-
tous decline in the markets, oth-
ers hoped that Bank of America’s
surprise announcement Sunday
that it was buying Merrill Lynch
might provide enough reassur-
ance to calm investors.

“That would be seen as very
good news,” Liz Ann Sonders, the
chief investment strategist for
Charles Schwab & Company, said
of Bank of America’s $50 billion
or $29 a share offer, a price far
higher than Merrill’s close on Fri-
day but less than a third of what
the stock was worth early last
year, before the mortgage crisis
began to damage financial firms.

With major Asian markets
closed for a holiday on Monday,
the answer regarding investor re-
sponse could wait until European
markets open, and, after that, the
American exchanges.

In the Lehman talks on Sun-
day, the government, worried
about the precedents it had set in
helping to rescue the investment
bank Bear Stearns and the mort-
gage finance giants, Fannie Mae
and Freddie Mac, wanted Wall
Street to collectively take on the
risk that Lehman’s assets were
worth far less than the firm
claimed. The firms, worried
about their own capital, balked,
though in the end they may take
on some of the risk as Lehman’s
investments are unwound.

Both the government and Wall
Street announced steps to make a
repeat less likely. The Federal
Reserve said it would lend
against more assets, including
stocks, thus providing an addi-
tional cushion for a troubled firm.
And the banks said they would
set up a facility to buy assets
from troubled firms in the future. 

But none of that will help Leh-
man. Now, the risk for the finan-
cial firms is that investors will re-
spond by trying to do exactly
what they are trying to do — min-
imize their risk. If enough invest-
ors do that and choose to sell,
stocks could plummet in markets
worldwide, thus increasing the
risks rather than easing them.

“We don’t want to be the first
one in,” said Thomas Atteberry, a
partner at First Pacific Advisors,
an investment firm in Los Ange-

NEWS ANALYSIS

Jittery Road
For Markets

Continued on Page A18

By IAN URBINA
GALVESTON, Tex. — For

thousands of people stuck on an
increasingly fetid Galveston Is-
land, the aftermath of Hurricane
Ike is proving to be far worse
than the storm itself.

With no water or power, no
working toilets, no food or
phones, people faced growing
public health concerns here on
Sunday. More than 2,000 resi-
dents who had defied an evacua-
tion order were taken off the is-
land, and state officials tried to
ensure that no one could return.

“The storm was easy,” said
Brenda Shinette, 51, who rode out
the hurricane in her home but
went to a shelter Sunday hoping
to be taken to the mainland. “It’s
what came after that was ter-
rible.”

“We have no showers, and the
food is spoiled,” Ms. Shinette
added. “I feel like I want to pass
out, but I can’t tell if it is from too

much heat or too little food.”
Across coastal areas of Texas,

officials on Sunday mounted the
largest rescue operation in the
state’s history. [Page A21.] 

Five people were found dead in
Galveston on Sunday, including
one person in a submerged vehi-
cle near the airport. Officials ex-
pressed fears that more would be
found as other areas of flooding
were searched, particularly on
the west end of the island, where
there was “horrendous” devasta-
tion, said the city manager, Steve
LeBlanc.

“We had been taking rescue
calls” from the west end, Mr. Le-
Blanc said at a news conference,
“but we have lost all communica-
tion with them. We know there
were people out there. What hap-
pened to them, I’m not sure.”

The authorities said that it 

LARRY W. SMITH/EUROPEAN PRESSPHOTO AGENCY

Residents of Galveston Island, in Texas, lacking services like
power and water after Hurricane Ike, were evacuated Sunday. 

After Surviving Storm, Fleeing
A Fetid, Devastated Galveston

Continued on Page A20

Advice for parents on food and nutri-
tion, behavior and development, exer-
cise and play. PAGE H1

A Guide to Children’s Health
WELL H1-8
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By ROBIN TONER and ADAM NAGOURNEY
WASHINGTON — Despite an

intense effort to distance himself
from the way his party has done
business in Washington, Senator
John McCain is seen by voters as
far less likely to bring change to
Washington than Senator Barack
Obama. He is widely viewed as a
“typical Republican” who would
continue or expand President
Bush’s policies, according to the
latest New York Times/CBS
News poll.

Polls taken after the Repub-
lican convention suggested that
Mr. McCain had enjoyed a surge
of support — particularly among
white women after his selection
of Gov. Sarah Palin of Alaska as

his running mate — but the latest
poll indicates “the Palin effect”
was, at least so far, a limited
burst of interest. The contest ap-
peared to be roughly where it
was before the two conventions
and before the vice-presidential
selections: Mr. Obama had the
support of 48 percent of regis-
tered voters, compared with 43
percent for Mr. McCain, a differ-
ence within the poll’s margin of
sampling error, and statistically
unchanged from the tally in the
last New York Times/CBS News
poll, in mid-August. 

The poll showed that Mr. Mc-
Cain had some enduring
strengths, including a substantial
advantage over Mr. Obama as a
potential commander in chief. It
found that for the first time, 50
percent of those surveyed in the
Times/CBS News poll said they
considered that the troop buildup
in Iraq, a policy that Mr. McCain
championed from the start, had
made things better there.

The poll also underlined the ex-
tent to which Mr. McCain’s con-
vention, and his selection of Ms.
Palin, had excited Republican
base voters about his candidacy,
which is no small thing in a con-
test that continues to be so tight:
47 percent of Mr. McCain’s sup-
porters described themselves as
enthused about the Republican
Party’s presidential ticket, al-
most twice what it was before the
conventions. As often happens at 

McCain Seen as Less Likely
To Bring Change, Poll Finds

Margin in Race About Same as Before Conventions

Who would bring about real 
change in the way things 
are done in Washington?

Source: New York Times/CBS News Poll
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NEW PHASE IN FINANCE CRISIS 
AS INVESTORS RUN TO SAFETY

By VIKAS BAJAJ

The financial crisis entered a
potentially dangerous new phase
on Wednesday when many credit
markets stopped working nor-
mally as investors around the
world frantically moved their
money into the safest invest-
ments, like Treasury bills.

As a result, the cost of borrow-
ing soared for many companies,
while the stocks of Wall Street
firms like Goldman Sachs and
Morgan Stanley that only a cou-
ple of weeks ago were considered
relatively strong came under as-
sault by waves of selling. Invest-
ors were so worried that they
snapped up three-month Treas-
ury bills with virtually no yield
and they pushed gold to its big-
gest one-day gain in nearly 10
years. Stocks fell by nearly 5 per-
cent in New York.

The stunning flight to safety,
away from other kinds of debt as
well as stocks, could cause seri-
ous damage to an already weak-
ened economy by making it more
expensive for businesses to fi-
nance their daily operations. 

Some economists worry that a
psychology of fear has gripped
investors, not only in the United
States but also in Europe and
Asia. While investors’ decision to
protect themselves may be per-
fectly rational, the crowd behav-
ior could cause a downward spi-
ral with broader ramifications. 

“It’s like having a fire in a cine-
ma,” said Hyun Song Shin, an
economics professor at Prince-
ton. “Everybody is rushing to the
door. You are rushing to the door
because everyone is rushing to
the door. Clearly, as a collective
action, it is a disaster.”

Faltering confidence could
have an infectious effect in Asia,
whose savings has essentially
bankrolled America for decades.
“Asia, perhaps more than other
markets, is a bit more volatile, a
bit more based on sentiment,”
said Dan Parr, the head of Asia-
Pacific for brandRapport, a con-
sulting firm with an office in
Hong Kong. “It doesn’t take 

GLOBAL REACTION
Credit Markets Suffer

— Borrowing Costs
Soar as Result 

THE NEW YORK TIMES

Lehman Brothers 
collapses; Merrill Lynch is 
sold to Bank of America.

The Federal Reserve 
provides $85 billion to keep 
American International 
Group out of bankruptcy.

Washington Mutual puts 
itself up for sale; Morgan 
Stanley and Wachovia enter 
merger talks.

Source: Bloomberg
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By BEN WHITE and ERIC DASH

Even Morgan Stanley and
Goldman Sachs, the two last ti-
tans left standing on Wall Street,
are no longer immune. 

To the surprise of executives
within those firms, and their ri-
vals, the stocks of these powerful
companies were drawn into the
crisis of investor confidence on
Wednesday. Morgan Stanley,
whose stock fell almost 25 per-
cent, was considering a merger
with Wachovia or another bank
to help shore up its finances.
Goldman Sachs’s stock fell al-
most 14 percent, and it had to re-
buff rumors that it was seeking a
capital infusion.

The assault on these two com-
panies underscored how quickly
a sense of fear is spreading
through Wall Street. Both firms
just reported respectable profits
on Tuesday, and were considered
in a separate class from weaker
banks like Bear Stearns and Leh-
man Brothers that saw the value
of their businesses evaporate.

“Stop the Insanity,’’ wrote
Glenn Schorr, a brokerage ana-
lyst at UBS, in an e-mail message
to clients on Wednesday.

A tie-up with a bank would re-
store Morgan Stanley to its struc-
ture during the Depression, when
the firm split from the Morgan
banking empire. It would also
leave Goldman Sachs as the last
major American investment bank
after a global financial crisis that 

As Fears Grow,
Wall St. Titans
See Shares Fall

Continued on Page A33
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Babies awaited ultrasounds in Wuhan to see if they had devel-
oped kidney stones from drinking tainted formula. Page A6. 

A Scandal Builds in China

By ADAM LIPTAK

WASHINGTON — Judges
around the world have long
looked to the decisions of the
United States Supreme Court for
guidance, citing and often follow-
ing them in hundreds of their
own rulings since the Second
World War. 

But now American legal influ-
ence is waning. Even as a debate
continues in the court over
whether its decisions should ever
cite foreign law, a diminishing
number of foreign courts seem to
pay attention to the writings of
American justices.

“One of our great exports used
to be constitutional law,” said
Anne-Marie Slaughter, the dean
of the Woodrow Wilson School of
Public and International Affairs
at Princeton. “We are losing one
of the greatest bully pulpits we
have ever had.”

From 1990 through 2002, for in-
stance, the Canadian Supreme
Court cited decisions of the Unit-

ed States Supreme Court about a
dozen times a year, an analysis
by The New York Times found. In
the six years since, the annual ci-
tation rate has fallen by half, to
about six.

Australian state supreme
courts cited American decisions
208 times in 1995, according to a
recent study by Russell Smyth,
an Australian economist. By
2005, the number had fallen to 72.

The story is similar around the
globe, legal experts say, partic-
ularly in cases involving human
rights. These days, foreign courts
in developed democracies often
cite the rulings of the European
Court of Human Rights in cases
concerning equality, liberty and
prohibitions against cruel treat-
ment, said Harold Hongju Koh,
the dean of the Yale Law School. 

U.S. Court, a Longtime Beacon,
Is Now Guiding Fewer Nations

AMERICAN EXCEPTION
A Loss of Influence

Continued on Page A30

A VIEW FROM ABROAD European
policy makers are stunned by the
United States government’s
seeming abandonment of capital-
ist principles. PAGE C1

HELP FOR DETROIT Support
seemed to be growing on Capitol
Hill for $25 billion in loan guaran-
tees for the auto industry. PAGE C1

ASSESSING BLAME With just 47
days until the election, the blame
game is hard-fought because the
stakes are so high. PAGE C10

NEW REGULATIONS Federal offi-
cials issued a raft of rules aimed
at shoring up financial markets
and strengthening the balance
sheets of banks. PAGE C10
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breezes, high 75. Tonight, mainly
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By EDMUND L. ANDREWS

WASHINGTON — The mighty
Federal Reserve is being
stretched to its limits, both in the
range of problems it is being
asked to fix and in its financial
firepower.

The central bank has also
transformed itself almost over-
night into the Fed Inc. by es-
sentially taking over American
International Group after already
taking on hundreds of billions of
dollars in mortgage securities to
help ailing financial institutions.

Instead of just setting mone-
tary policy in its Ivory Tower-like
setting, the Fed now must wear
several hats — that of insurance
conglomerate, investment bank-
er and even hedge fund manager.

“This is unique, and the Fed
has never done something like
this before,” said Allan Meltzer, a
professor of economics at Car-
negie-Mellon University and au-
thor of a sweeping history of the
Federal Reserve. “If you go all
the way back to 1921, when farms
were failing and Congress was
leaning on the Fed to bail them

out, the Fed always said ‘It’s not
our business.’ It never regarded
itself as an all-purpose agency.”

The Fed has often been de-
scribed as the nation’s lender of
last resort — the one institution
that would lend money when ev-
erything else had failed. But by
acquiring almost 80 percent of
A.I.G. in exchange for lending it
$85 billion, and holding $29 billion

in securities once owned by Bear
Stearns, the Fed is now becoming
the investor of last resort as well.

That could put the central bank
in an increasingly complicated
and contradictory position. It will
be responsible for stabilizing the
financial system, but also for
minimizing losses to taxpayers. 

A New Role for the Fed: Investor of Last Resort

WIN McNAMEE/GETTY IMAGES

The Federal Reserve, with help from the Treasury Department,
led by Henry Paulson, above, is taking more risk from markets. 
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Militants disguised as soldiers detonat-
ed two car bombs outside the American
Embassy in Sana, Yemen, killing 10 peo-
ple. Six attackers also died. PAGE A6
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U.S. Embassy Attack Kills 10
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Washington stepped up criticism of Rus-
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Tougher U.S. Stance on Russia

New Commander in Iraq
The Baghdad Bureau blog takes a look
at Gen. Ray Odierno, the new com-
mander of multinational forces in Iraq. 
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Congress gave final approval to a major
civil rights bill, expanding protections
for disabled people and overturning sev-
eral Supreme Court decisions. PAGE A21
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Rights Bill for Disabled
The Mets built a big early lead, then
needed seven relief pitchers to hold off
Washington, 9-7. They retained their
half-game lead in the National League
wild-card race. PAGE D1

SPORTSTHURSDAY D1-7

For Mets, a Draining Victory

CM Y K 3666782210290/17.722/7;<0;=7'>

206



A Museum in Brooklyn
A video preview of the renovated Brook-
lyn Children’s Museum, featuring
scenes of children giving the new exhib-
its a test run before the official opening. 
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By ADAM LIPTAK

MARSHFIELD, Vt. — When
Diana Levine starts talking about
her rock ’n’ roll days, she plays a
little air guitar, mimicking the
way she used to handle her elec-
tric bass in bands like the Re-
Bops and Duke and the Detours.
But Ms. Levine is missing much
of her right arm, which was am-
putated below the elbow after a
medical disas-
ter.

She sits at
her kitchen ta-
ble, strumming
an imaginary
guitar with a
phantom hand.

In Novem-
ber, the Su-
preme Court
will hear argu-
ments about
whether Ms. Levine may keep
more than $6 million that a Ver-
mont jury ordered Wyeth, a phar-
maceutical company, to pay her
for failing to warn her adequately
about the risks of one of its drugs.
The case, the latest in a brisk pa-
rade of similar ones, will help de-
fine the contours of a signature
project of the Roberts court. 

In legal jargon, the cases con-
cern “pre-emption,” a doctrine
that can bar injured consumers
like Ms. Levine from suing in
state court when the products

that hurt them had met federal
standards. The issue is less bor-
ing and more consequential than
it sounds, and Ms. Levine’s case
is shaping up to be the most im-
portant business case of the
term. 

“Federal pre-emption is the
fiercest battle in products liability
law today,” said Catherine M.
Sharkey, a law professor at New
York University. “The court
clearly recognizes this, as it has
agreed to hear so many cases
and seems eager to give clarity to
what has been, to date, an undis-
putably muddled area of law.”

A second pre-emption case,
this one concerning cigarette la-
bels, is scheduled for the first ar-
gument of the new term, on Oct.
6.

Business groups, often sup-
ported by the Bush administra-
tion, have vigorously pursued
pre-emption arguments, hoping
to build a barrier against many
kinds of injury suits. Plaintiffs’
lawyers oppose broad pre-emp-
tion doctrines, saying they short-
circuit valid claims arising from
terrible injuries.

Ms. Levine is a trim, elegant
62-year-old who now favors
three-quarter length sleeves, just
long enough to cover what re-

Drug Label, Maimed Patient 
And Crucial Test for Justices

Continued on Page A12

Diana Levine

By EDMUND L. ANDREWS

WASHINGTON — The head of
the Treasury and the Federal Re-
serve began discussions on
Thursday with Congressional
leaders on what could become
the biggest bailout in United
States history. 

While details remain to be
worked out, the plan is likely to
authorize the government to buy
distressed mortgages at deep dis-
counts from banks and other in-
stitutions. The proposal could re-
sult in the most direct commit-
ment of taxpayer funds so far in
the financial crisis that Fed and
Treasury officials say is the worst
they have ever seen.

Senior aides and lawmakers
said the goal was to complete the
legislation by the end of next
week, when Congress is sched-
uled to adjourn. The legislation
would grant new authority to the
administration and require what
several officials said would be a
substantial appropriation of fed-
eral dollars, though no figures
were disclosed in the meeting. 

Democrats, having their own
desire for a second round of eco-
nomic aid for struggling Ameri-
cans, see the administration’s re-
quest as a way to win White
House approval of new spending
to help stimulate the economy in
exchange for support for the
Treasury request. Democrats
also say they will push for relief
for homeowners faced with fore-
closure in return for supporting

any broad bailout of struggling fi-
nancial institutions. 

“What we are working on now
is an approach to deal with sys-
temic risks and stresses in our
capital markets,” said Henry M.
Paulson Jr., the Treasury secre-
tary. “And we talked about a
comprehensive approach that
would require legislation to deal
with the illiquid assets on finan-
cial institutions’ balance sheets,”
he added. 

One model for the proposal
could be the Resolution Trust
Corporation, which bought up
and eventually sold hundreds of
billions of dollars’ worth of real
estate in the 1990s from failed
savings-and-loan companies. In
this case, however, the govern-
ment is expected to take over
only distressed assets, not entire
institutions. And it is not clear
that a new agency would be cre-
ated to manage and dispose of
the assets, or whether the Fed-
eral Reserve or Treasury Depart-
ment would do so. 

The bailout discussions came
on a day when the Federal Re-
serve poured almost $300 billion
into global credit markets and
barely put a dent in the level of
alarm. 

Hoping to shore up confidence
with a show of financial shock
and awe, the Federal Reserve
stunned investors before dawn
on Thursday by announcing a 

Hundreds of Billions in Distressed
Mortgages Could Be Purchased
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By LOUIS UCHITELLE

The latest outgrowth of the
housing crisis, the breakdown on
Wall Street, threatens to gradual-
ly corrode economic activity on
Main Street, mainly by disabling
the credit on which so many ev-
eryday transactions depend —
but also by frightening people.

Lenders of all types had al-
ready been raising the bar for
borrowers, turning away all but
the best customers. This week,
they became even less willing to
part with their money, further
crimping budgets and family
spending. 

An economy propelled by easy
credit for more than a decade is
fraying as credit disappears.
American Express, to take one
striking example, is reducing the
maximum credit limit for half of
its tens of millions of cardholders. 

The credit shock is in some
ways reminiscent of the 1973 oil
embargo, which “came into peo-
ple’s lives right away,” said An-
drew Kohut, director of the Pew
Research Center, the public opin-
ion pollster. Then, Americans
were forced to line up for gaso-
line and turn down their thermo-
stats in winter. Though less vis-
ible, the credit squeeze, if it per-
sists, will force businesses and
consumers to cut spending more
than they already have. 

“We have moved into a decline
in consumer spending, which
normally happens only in a major
recession,” said Ethan Harris,
chief domestic economist at Leh-
man Brothers. He calls the expe-
rience “a slow-motion recession
in which economic growth will be
near zero for an extended period
of time.” 

Consumer spending accounts 

Pain Spreads
As Credit Vise
Grows Tighter

Continued on Page A16

By VIKAS BAJAJ
and JONATHAN D. GLATER

Traders who have sought to
profit from the financial crisis by
betting against bank stocks were
attacked on two continents on
Thursday. 

The Securities and Exchange
Commission is considering a tem-
porary ban on short sales of some
or all shares and an announce-
ment could be
made as early
as Friday
morning. Earli-
er Thursday,
the S.E.C.
scrambled to
put together an
emergency
rule to force
major invest-
ors to disclose
their short
sales daily.

In Britain,
regulators announced new rules
to bar short selling.

Short selling — a bet that a
stock price will decline — is the
practice of selling stock without
owning it, hoping to buy it later at
a lower price, and thus make a
profit. It has often been blamed
for forcing prices down in times
of market stress, but the level of
anger has intensified as the
American government has been
forced to bail out major financial
institutions and the leaders of
some investment banks have
asked for action to protect their
shares.

Both the S.E.C. and the New
York State attorney general
promised to intensify investiga-
tions into short selling abuses.
“They are like looters after a hur-
ricane,” said Andrew M. Cuomo, 

A Bid to Curb
Profit Gambit
As Banks Fall 

Continued on Page A16

Christopher
Cox of S.E.C.

MOISES SAMAN FOR THE NEW YORK TIMES

Bamian Province, in central Afghanistan, is short on food for the winter and has been neglected by aid agencies, its governor says. 

By CARLOTTA GALL
YAKOWLANG, Afghanistan —

A pitiable harvest this year has
left small farmers all over central
and northern Afghanistan facing
hunger, and aid officials are
warning of an acute food short-
age this winter for nine million
Afghans, more than a quarter of
the population. 

The crisis has been generated
by the harshest winter in memo-
ry, followed by a drought across
much of the country, which come
on top of the broader problems of
deteriorating security, the accu-
mulated pressure of returning
refugees and the effects of rising
world food prices. 

The failure of the Afghan gov-
ernment and foreign donors to
develop the country’s main eco-
nomic sector, agriculture, has
compounded the problems, the

officials say. They warn that the
food crisis could make an already
bad security situation worse.

The British charity Oxfam,
which conducted a provisional
assessment of conditions in the
province of Daykondi, one of the
most remote areas of central Af-
ghanistan, has appealed for in-
ternational assistance before
winter sets in. “Time is running
out to avert a humanitarian cri-
sis,” it said. 

That assessment is echoed by
villagers across the broader re-
gion, including in Bamian Prov-
ince. “In all these 30 years of war,
we have not had it as bad as this,”
said Said Muhammad, a 60-year-
old farmer who lives in Yakow-
lang, in Bamian. “We don’t have 

Cornered by War and Drought,
Afghans Fear Hungry Winter

Continued on Page A8

DAMMAM JOURNAL

By KATHERINE ZOEPF
DAMMAM, Saudi Arabia—

Once a month, Nayla says,
she writes a letter to Oprah
Winfrey.

A young Saudi homemaker
who covers her face in public
might not seem to have much
in common with an American
talk show host whose image
is known to millions. Like
many women in this con-
servative desert kingdom,
Nayla does not usually social-
ize with people outside her
extended family, and she nev-
er leaves her house unless
chaperoned by her husband.

Ms. Winfrey has not an-
swered the letters. But Nayla
says she is still hoping.

“I feel that Oprah truly un-
derstands me,” said Nayla,
who, like many of the women
interviewed, would not let her
full name be used. “She gives
me energy and hope for my
life. Sometimes I think that
she is the only person in the
world who knows how I feel.” 

Nayla is not the only Saudi
woman to feel a special con-
nection to the American me-
dia mogul. When “The Oprah
Winfrey Show” was first
broadcast in Saudi Arabia in
November 2004 on a Dubai-
based satellite channel, it be-
came an immediate sensation
among young Saudi women. 

Veiled Saudi Women Find
Unlikely Role Model: Oprah

Continued on Page A9

A MONEY MARKET UNSETTLED
For the second time in a week, a
multibillion-dollar money market
fund has been forced to take ex-
traordinary steps to deal with
sudden cash withdrawals by in-
stitutional investors. PAGE C1

A TEST FOR THE CANDIDATES The
financial crisis has turned the
race between Senators John Mc-
Cain and Barack Obama into an
audition for who could best han-
dle a national economic emergen-
cy. PAGE A15

A RALLY IN BANKING STOCKS In-
vestors raced back into beaten-
down banking shares, heartened
by reports that the federal gov-
ernment is taking steps to tamp
down problems in the financial
markets. PAGE C1

QUESTIONS AND ANSWERS In a
video feature, the personal fi-
nance columnist Ron Lieber an-
swers questions from people on
the street.

nytimes.com/business
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An agreement to extend the American
military mandate in Iraq could be in
danger, Iraqi and Bush administration
officials say. PAGE A6

INTERNATIONAL A6-10

Iraq Security Deal at Risk
The August unemployment rate in New
York City showed the largest monthly
increase in more than 30 years. PAGE B1

METRO B1-5

New York’s Jobless Rate Jumps 

A trip through
Northern Cali-
fornia and Ore-
gon to see the
centuries-old
towering red-
woods can also
take in beaches,
mountains and
outpost-like
towns.
PAGE F1

ESCAPES F1-8

Natural 
Wonders A retrospective at

the Metropolitan
Museum of Art ex-
amines the still
lifes of Giorgio Mo-
randi, self-portrait
at right. A review
by Holland Cotter.
PAGE E27

WEEKEND E1-35

The Poetry in a Stillness

More Inside The Times.
PAGES A2-3 !

Paul Krugman PAGE A19

EDITORIAL, OP-ED 18-19

The interior secretary told a House
committee that he might fire employees
involved in ethics abuses at an agency
that collects oil royalties. PAGE C8

BUSINESS DAY C1-13

Interior Department Scrutiny

With strong Ryder
Cup veterans like
Sergio García, left,
the European team is
considered a strong
favorite over the
United States squad
this weekend in
Louisville, Ky.
PAGE D1

SPORTSFRIDAY D1-

America the Underdog

California legislative leaders and the
governor have come to an agreement on
the state budget, which is now roughly
three months late. PAGE A17

NATIONAL A11-17

In California, a Budget Deal

President Mahmoud Ahmadinejad of
Iran said he opposed the state of Israel,
but not the Israeli people. PAGE A8

Iran’s Leader and Israelis

VAST BAILOUT BY U.S. PROPOSED
IN BID TO STEM ECONOMIC CRISIS
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Today, cool breezes, mostly sunny,
high 67. Tonight, mainly clear, light
winds, patchy fog, low 53. Tomor-
row, partly sunny, pleasant, high 71.
Weather map appears on Page B8.
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CREDIT READINGS The cost of
money rose for businesses
around the world as the credit
markets indicated continued
anxiety among investors. PAGE C1

DIRE ASSESSMENT The chairman
of the Federal Reserve said the
economy was limping and could
buckle without a government
crutch. PAGE C13

CONSTITUENTS SPEAK Ameri-
cans’ anger is in full bloom in the
e-mail in-boxes of lawmakers in
the capital. PAGE A27

THE BUFFETT DEAL The govern-
ment should follow the example
of investment set by Warren Buf-
fett, writes David Leonhardt in
Economic Scene. PAGE C1

ECONOMY IN TURMOIL

Source: Bloomberg THE NEW YORK TIMES
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By STEVEN LEE MYERS
and ELAINE SCIOLINO

WASHINGTON — North Ko-
rea’s move to resume the repro-
cessing of plutonium, perhaps as
soon as next week, left the coun-
try on the verge of restarting a
nuclear weapons program whose
shutdown had been portrayed by
the White House as a significant
diplomatic achievement.

Secretary of State Condoleezza
Rice said Wednesday that the
United States still hoped to pre-
serve a hard-won agreement that
called for the North to dismantle
its nuclear reactor. But North Ko-
rea has refused to resume talks,
and no new ones are planned.

The International Atomic En-
ergy Agency in Vienna an-
nounced Wednesday that North
Korea had barred international
inspectors from a reprocessing
plant at its nuclear reactor com-
plex in Yongbyon. The agency
said that North Korea, which
tested its first nuclear device in
2006 and is believed to have
enough plutonium for at least six
nuclear bombs, intended to re-
sume production of nuclear
weapons-grade fuel there within
a week.

While reversible in theory, any
resumption of nuclear work
would violate the terms of the
agreement, which was an-
nounced with fanfare in June and
solidified, it appeared, by North
Korea’s public demolition of a
cooling tower at Yongbyon.

North Korea’s actions have at
best returned negotiations to
where they stood months ago,
leaving little time for a resolution
before the next American admin-
istration takes office in January.

Senior Bush administration of-
ficials said Wednesday that they
believed that North Korea was
engaging in transparent brink-
manship to extract concessions
as the United States sought to ce-
ment the country’s commitment
to give up its nuclear weapons
with a strict and intrusive ver-
ification system.

“They don’t have a lot of ways
to get leverage, and this is one of
them,” one Bush administration
official who was involved in the
negotiations said of North Ko-

NORTH KOREANS
BAR INSPECTORS
AT NUCLEAR SITE

U.S. DIPLOMATIC SETBACK

Plutonium Reprocessing
Plan Points to Revival

of Arms Program

Continued on Page A16

Bush to Hold Meeting on Bailout; First Debate Up in Air
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Today, early sun, then cloudy, rain
late, turning windy, high 67. To-
night, windswept rain, low 59. To-
morrow, more rain, brisk winds,
high 68. Weather map, Page B8.
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By ELISABETH BUMILLER
and JEFF ZELENY

Declaring that it was time to
“set politics aside,” Senator John
McCain said Wednesday that he
would temporarily stop cam-
paigning and seek to delay Fri-
day’s debate with Senator
Barack Obama to return to Wash-
ington to help forge an agree-
ment on a proposed $700 billion
bailout of financial institutions
before Congress.

The Obama campaign rejected
the call by Mr. McCain, the Re-
publican presidential nominee, to
delay the debate, and aides noted
that Mr. McCain only made the
offer after Mr. Obama reached
out to his opponent asking him to
issue a joint statement calling for
a bipartisan resolution to the fi-
nancial crisis. 

The political maneuvering
came as the financial bailout con-
tinued to dominate Washington,
the headlines and the concerns of
ordinary Americans. On Wednes-
day evening, both Mr. McCain
and Mr. Obama, the Democratic
presidential nominee, accepted
President Bush’s invitation to
meet with him on Thursday to
address the crisis. [News analy-
sis, Page A24.]

Mr. McCain’s actions not only
cast doubt on whether the highly
anticipated debate would come
off, but also thrust an unpredict-
able new element into the negoti-
ations for the bailout, with some
Democrats warning that Mr. Mc-
Cain’s intervention could derail
progress being made on the res-
cue package.

Senator Harry Reid of Nevada,
the Democratic majority leader,
said Mr. McCain and Mr. Obama 

MCCAIN FOR DELAY
Republican Steps Off 

the Trail for Now to
Work on a Deal

Continued on Page A25

By SHERYL GAY STOLBERG
and DAVID M. HERSZENHORN

WASHINGTON — President
Bush appealed to the nation
Wednesday night to support a
$700 billion plan to avert a wide-
spread financial meltdown, and
signaled that he is willing to ac-
cept tougher controls over how
the money is spent. 

As Democrats and the admin-
istration negotiated details of the
package late into the night, the
presidential candidates of both
major parties planned to meet
Mr. Bush at the White House on
Thursday, along with leaders of
Congress. The president said he
hoped the session would “speed
our discussions toward a biparti-
san bill.’’

Mr. Bush used a prime-time
address to warn Americans that
“a long and painful recession”
could occur if Congress does not
act quickly. 

“Our entire economy is in dan-
ger,’’ he said. [Excerpts, Page
A26.]

On Capitol Hill, Democrats
said that progress toward a deal
had come after the White House
had offered two major conces-
sions: a plan to limit pay of exec-
utives whose firms seek govern-
ment assistance, and a provision
that would give taxpayers an eq-
uity stake in some of the firms so
that the government can profit if
the companies prosper in the fu-
ture. Details of those provisions,
and many others, were still under
discussion. 

Mr. Bush’s televised address,
and his extraordinary offer to
bring together Senator Barack
Obama, the Democratic presi-

PLEA FOR SUPPORT
From White House, a

Sense of Urgency,
and Concessions 

Continued on Page A26

By VIKAS BAJAJ
What would you pay, sight un-

seen, for a house that nobody
wants, on a hard-luck street
where no houses are selling? 

That question is easy com-
pared to the one confronting the
Treasury Department as Wash-
ington works toward a vast bail-
out of financial institutions.
Treasury Secretary Henry M.
Paulson Jr. is proposing to spend
up to $700 billion to buy troubled
investments that even Wall
Street is struggling to put a price
on. 

A big concern in Washington —
and among many ordinary Amer-
icans — is that the difficulty in
valuing these assets could result
in the government’s buying them
for more than they will ever be
worth, a step that would benefit
financial institutions at taxpay-
ers’ expense.

Anyone who has tried to buy or
sell a house when the market is
falling, as it is now, knows how
difficult it can be to agree on a
price. But valuing the securities
that the Treasury aims to buy will
be far more difficult. Each one of
these investments is tied to thou-
sands of individual mortgages,
and many of those loans are go-
ing bad as the housing market
worsens. 

“The reality is that we are not
going to know what the right
price is for years,” said Andrew
Feltus, a bond portfolio manager
at Pioneer Investments, a mutual
fund firm based in Boston. “It
might be 20 cents on the dollar or
60 cents on the dollar, but we
won’t know for years.” 

While prices of most stocks are

Rescue Plan’s Basic Mystery:
What’s All This Stuff Worth?

Continued on Page A27

By ANEMONA HARTOCOLLIS

At hospitals, as at Tiffany’s,
ruby-colored bracelets are far
preferable to amethyst.

New York’s 11 public hospitals
are at the forefront of a national
movement to standardize color
coding of hospital wristbands to
designate patient conditions, in
which purple — the color of ame-
thyst — means “Do Not Resusci-
tate.” Red, or ruby, indicates al-
lergies, while yellow — call it am-
ber — marks someone at risk for
falling.

The goal is to prevent poten-
tially dangerous mistakes, like
giving the wrong food to an al-
lergic child, or allowing a patient
with balance problems to walk
unescorted down a freshly waxed
hallway. The drive was spurred,
in part, by a notorious 2005 Penn-
sylvania case in which a patient
nearly died because a nurse used
a yellow band thinking it meant
“restricted extremity” (don’t
draw blood from that arm), as it

did at another hospital where the
nurse sometimes worked, when
at this hospital it meant D.N.R.

While the new color-coding has
been quickly embraced by at
least 20 states and endorsed by
the American Hospital Associa-
tion, the purple bands, typically
embossed with the letters D.N.R.
to reinforce the message, are
meeting with some resistance. 

The nation’s leading hospital-
accreditation agency, known as
the Joint Commission, has ex-
pressed caution about the new
system, citing concerns about
branding patients by their end-of-
life choices, or inadvertently
broadcasting those choices to
family and friends who have not
been consulted. 

The commission also said that

children who do not understand
the system had been prone to
trade the wristbands like base-
ball cards.

“You need to strike a balance
between the need for patient
safety and accuracy and the
whole privacy concern and sensi-
tivity and compassion for the pa-
tient,” said Roxanne G. Tena-Nel-
son, executive vice president of
the Continuing Care Leadership
Coalition, a group of long-term-
care providers in New York.

In most places, the new brace-
lets replace colored ones that
have been used for decades with-
out uniformity: a survey by the
Greater New York Hospital Asso-
ciation last year found nine dif-
ferent colors used to denote pa-
tients with D.N.R. orders, five to
indicate allergies and nine to
highlight risks of falling. There is
still some variation. Ohio has
adopted the red and yellow bands
but has avoided the purple ones
because they conflict with a state
law requiring a clear wristband 

Color-Coded Bracelets Face Hurdles as They Fix Hospital Hazard

CHESTER HIGGINS JR./THE NEW YORK TIMES

Roosevelt Hospital in Manhattan began using the standard red
and yellow wristbands this month, but is hesitating on purple. Continued on Page A21
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“It is difficult to
pass a bill that

commits so much
of the taxpayers’

hard-earned
money. . . . But

given the
situation we are

facing, not
passing a bill

now would cost
these Americans

much more later.”
GEORGE W. BUSH

“I’m directing my
campaign to work

with the Obama
campaign and the

Commission on
Presidential

Debates to delay
Friday night’s

debate until we
have taken

action to address
this crisis.”
JOHN MCCAIN

“It’s my belief
that this is

exactly the time
when the

American people
need to hear from

the person who,
in approximately

40 days, will be
responsible for

dealing with 
this mess.”

BARACK OBAMA
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Some top White House officials were
central to 2002 discussions on whether
the C.I.A. could use harsh interrogation
methods, documents show. PAGE A14

INTERNATIONAL A5-17

Aides Debated Interrogations

Iraq’s Parliament passed a crucial elec-
tion law, but set aside the most divisive
issues for future debate. PAGE A5

Iraq Passes Key Election Law

Many people who have lost homes to
foreclosure are registered to vote at
their old addresses, which may disqual-
ify them at the polls. PAGE A18

NATIONAL A18-27

Foreclosures May Affect Voting

Two studies provide further evidence of
the toll that rising health care costs are
placing on working families. PAGE C4

BUSINESS DAY C1-17

Rising Strain of Health Costs

Tax credits are luring more television
productions, like “Ugly Betty.” PAGE B1

METRO B1-6

More Shows Made in New York

A retrospective in London is drawing
crowds to see the work of the painter,
who called himself “an optimist, but
about nothing.” PAGE E1 

ARTS E1-8

Francis Bacon’s Messy World

Homeowners desperate to sell are turn-
ing to games of chance. PAGE F1

HOME F1-9

House Raffles

A blend of psychological and budget
counseling for those with self-destruc-
tive spending habits. PAGE G1

STYLES G1-12

Treating ‘Money Disorders’

Lance Armstrong
will resume his rac-
ing career in Janu-
ary in Australia,
and he hopes to
compete in July in
the Tour de France,
a race he has won
seven times.
PAGE D6

Armstrong Is Ready to Ride

More Inside The Times.
PAGES A2-3 !

Nicholas D. Kristof PAGE A29

EDITORIAL, OP-ED A28-29

Recipes for Health
This week’s recipes by Martha Rose
Shulman, which are designed to empow-
er cooks to prepare healthy meals, fea-
ture five ways to prepare fresh peppers. 

nytimes.com/nutrition

ONLINE

The Mets failed to take advantage of nu-
merous chances and lost to the Chicago
Cubs, 9-6 in 10 innings. They fell into a
tie for the N.L. wild-card spot. PAGE D1

SPORTSTHURSDAY D1-6

Mets Waste an Opportunity
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Clean, func-
tional furnish-
ings; a visit
with an artist
who works in
glass; and a
mall with its
own condo-
miniums.

THIS WEEKEND

T: Design
For Fall

By JEFFREY GETTLEMAN
NAIROBI, Kenya — For a mo-

ment, the pirates must have
thought that they had really
struck gold — Somalia-style. 

The gun-toting, seafaring
thieves, who routinely pounce on
cargo ships bobbing along on the
Indian Ocean, suddenly found
themselves in command of a ves-
sel crammed with $30 million
worth of grenade launchers, piles
of ammunition, even battle tanks.

But this time, they might have
gotten far more than they bar-
gained for. Unlike so many other
hijackings off the Somali coast
that have gone virtually unno-
ticed — and unpunished — the at-
tack Thursday evening on the
Faina, a Ukrainian vessel bring-
ing military equipment to Kenya,
has provoked the wrath of two of
the most powerful militaries on
the planet. 

The United States Navy was in
hot pursuit of the ship on Friday.
And the Russians were not far
behind.

“This is really getting out of
control,” said Mohamed Osman
Aden, a Somali diplomat in Ken-
ya. “You see how many countries

are involved now? These pirates
aren’t going to get away with
this.”

Somalia’s 1,880-mile coastline
is crawling with pirates, a serious
problem given that so much of
the country is dependent on
emergency food aid, which
comes mostly by ship. 

The pirates are highly organ-
ized. They work in teams. There
is even a pirate spokesman (who
could not be reached for com-
ment on Friday).

They seem to strike with in-
creasing impunity, grabbing ev-
erything from sailing yachts to oil
tankers. They then usually de-
mand millions of dollars in ran-
som for the ships and their crews. 

And people usually pay — a re-
sponse that Somali and Western
officials say is fueling the prob-
lem. This year is one of the worst
on record, with more than 50
ships attacked, 25 hijacked and at
least 14 currently being held by
pirates. The waters off Somalia
are now considered the most
dangerous in the world. As for 

Somalia Pirates Capture Tanks
And Unwanted Global Notice

Continued on Page A9

By JIM YARDLEY 
and DAVID BARBOZA

SHIJIAZHUANG, China —
Barely a month ago, China’s stag-
ing of the Beijing Olympics dem-
onstrated how the Communist
Party could mobilize its authori-
tarian political system. But the
international scandal now unfold-
ing over China’s contaminated
dairy products is demonstrating,
again, the weaknesses of that
system.

In recent days, Prime Minister
Wen Jiabao has apologized for a
scandal that has sickened 53,000
children, killed at least three and
devastated China’s dairy indus-
try, which he has promised to re-
form. 

But a year ago, Mr. Wen made
a similar pledge to overhaul safe-
ty regulations for food, drugs and
other products in response to oth-
er safety scandals. His govern-
ment authorized $1.1 billion and
sent 300,000 inspectors to exam-
ine food and drug producers, but
regulators could not prevent Chi-
na’s biggest dairy producers
from selling baby formula laced
with an industrial additive called
melamine.

The dairy scandal raises the
core question of whether the rul-

ing Communist Party is capable
of creating a transparent, ac-
countable regulatory structure
within a one-party system. Party
leaders realize that effective reg-
ulation is essential to convince
the world that China’s products
are safe and so maintain the rap-
id economic growth that has
helped to sustain the party’s pow-

er. But many analysts say the
party’s need to maintain control
— of the economy and of in-
formation — undermines the in-
dependence of any regulatory
system. 

Beijing’s political priority of
holding a “harmonious” Olym-
pics was also a factor. Parents
who tried to act as whistle-blow-

ers were thwarted by an unre-
sponsive bureaucracy, while Chi-
nese journalists were blocked by
censorship edicts banning cover-
age of politically touchy subjects
during the prelude to the Olym-
pics. 

Officials now acknowledge that
China’s leading dairy companies
— including the Sanlu Group, the
worst offender in the scandal —
were exempted from mandatory
government inspections. In hind-
sight, inspections might not have
mattered: in May, the govern-
ment’s top food quality agency
rated dairy companies among the
safest producers in China’s food
industry, reporting that 99 per-
cent of them passed safety in-
spections for their infant milk for-
mula. Now, the government says
that 22 dairy companies, includ-
ing export brands like Mengniu
and Yili, have produced pow-
dered baby formula that contains
traces of melamine.

“The system needs to be re-
examined, top to bottom,” said
Eliot R. Cutler, an expert on reg-
ulation and energy policy at the
Beijing office of Akin Gump, an
international law firm. 

Much of the public outrage in
China over the dairy scandal is
focused on how the problem re-

Despite Warnings, China’s Regulators Failed to Stop Tainted Milk

CHINA PHOTOS, VIA GETTY IMAGES

The tainted-milk crisis has devastated China’s dairy industry.
Farmers in Hubei Province poured out milk they could not sell.

Continued on Page A10

RIVALS DISPLAY STARK CONTRASTS
IN CLASHES ON WAR AND ECONOMY

By ADAM NAGOURNEY
and JEFF ZELENY

From the economy to foreign
affairs to the way they carried
themselves on stage, Senators
John McCain and Barack Obama
offered a dramatic contrast to the
nation in their first presidential
debate on Friday night, mixing
disdain and often caustic re-
marks as they set out sharply dif-
ferent views of how they would
manage the country and confront
America’s adversaries abroad.

The two men met for 90 min-
utes against the backdrop of the
nation’s worst financial crisis
since the Great Depression and
intensive negotiations in Con-
gress over a $700 billion bailout
plan for Wall Street.

Despite repeated prodding, Mr.
McCain and Mr. Obama refused
to point to any major adjust-
ments they would need to make
to their governing agendas — like
scaling back promised tax reduc-
tions or spending programs — to
accommodate what both men
said could be very tough econom-
ic times for the next president.

For the first 40 minutes, Mr.
Obama repeatedly sought to link
Mr. McCain to President Bush,
and suggested that it was policies
of excessive deregulation that led
to the financial crisis and mount-
ing economic problems the na-
tion faces now. 

“We also have to recognize
that this is a final verdict on eight
years of failed economic policies
promoted by George Bush, sup-
ported by Senator McCain — the
theory that basically says that we
can shred regulations and con-
sumer protections and give more
and more to the most and some-
how prosperity will trickle
down,” Mr. Obama said. “It
hasn’t worked, and I think that
the fundamentals of the economy
have to be measured by whether
or not the middle class is getting
a fair shake.”

Mr. McCain became more ani-

DOUG MILLS/THE NEW YORK TIMES

Senator John McCain and Senator Barack Obama during their first presidential debate Friday. 

Continued on Page A13

FIRST ENCOUNTER
Obama Assails Bush

Policies as McCain
Cites Experience

By STEPHEN LABATON

WASHINGTON — The chair-
man of the Securities and Ex-
change Commission, a longtime
proponent of deregulation, ac-
knowledged on Friday that fail-
ures in a voluntary supervision
program for Wall Street’s largest
investment banks had contribut-
ed to the global financial crisis,
and he abruptly shut the pro-
gram down. 

The S.E.C.’s oversight respon-
sibilities will largely shift to the
Federal Reserve, though the
commission will continue to over-
see the brokerage units of in-
vestment banks.

Also Friday, the S.E.C.’s inspec-
tor general released a report
strongly criticizing the agency’s
performance in monitoring Bear
Stearns before it collapsed in
March. Christopher Cox, the
commission chairman, said he
agreed that the oversight pro-
gram was “fundamentally flawed
from the beginning.”

“The last six months have
made it abundantly clear that
voluntary regulation does not
work,” he said in a statement.
The program “was fundamental-
ly flawed from the beginning, be-
cause investment banks could
opt in or out of supervision volun-
tarily. The fact that investment
bank holding companies could
withdraw from this voluntary su-
pervision at their discretion di-
minished the perceived man-
date” of the program, and “weak-
ened its effectiveness,” he added.

Mr. Cox and other regulators,
including Ben S. Bernanke, the
Federal Reserve chairman, and
Henry M. Paulson Jr., the Treas-
ury secretary, have acknowl-
edged general regulatory failures
over the last year. Mr. Cox’s
statement on Friday, however,
went beyond that by blaming a
specific program for the financial
crisis — and then ending it.

On one level, the commission’s 

S.E.C. CONCEDES
OVERSIGHT FLAWS
FUELED COLLAPSE

DEREGULATION FAULTED

A Voluntary Program
to Supervise Wall St.

Is Abolished

Continued on Page A17

By CARL HULSE

WASHINGTON — The seeds
of the House Republican revolt
over the financial industry bail-
out were sown in an e-mail mes-
sage circulated Monday night as
internal animosity built quickly
over the Bush administration’s
request for $700 billion to prevent
an economic collapse.

In a message to members of
the conservative Republican
Study Committee, leaders of the
bloc of more than 100 lawmakers
solicited ideas, calling for a “free-
market alternative to the Treas-
ury Department’s proposal so
that, regardless of how individual
R.S.C. members vote on final pas-
sage, House conservatives have
something to be for.”

As the week progressed, it be-
came abundantly clear that one
thing conservative Republicans
were most certainly not for was
the Treasury plan, prompting
them to begin searching for an al-
ternative to avoid the perception
of strictly being naysayers.

By the end of Friday, at least a
portion of their alternative
seemed likely to be included in
the broader proposal as a sweet-
ener for Republicans, although
closed-door negotiations contin-
ued into the evening on Friday,
and the contours of the final
package remained in limbo.
[Page 15.] 

After years of acceding to the
White House on a variety of ini-
tiatives despite deep misgivings,
House Republicans found the ad-
ministration’s latest proposal to
be too much to swallow. 

Just as they were trying to re-
assert themselves as a party of
fiscal restraint, President Bush, 

Conservatives
Viewed Bailout

As Last Straw

Unwilling to Continue
Bowing to President

Continued on Page A16

Russia announced that it would form an
oil consortium with Venezuela, and out-
lined plans to modernize its military.
Above, Prime Minister Vladimir V.
Putin in Moscow with President Hugo
Chávez of Venezuela. PAGE A7 

INTERNATIONAL A6-10

Russian Oil Deal With Chávez

The House passed a bill intended to re-
vive the economy with $61 billion of fed-
eral spending, but the Senate blocked
consideration of a similar bill, and Presi-
dent Bush issued veto threats against
both measures. PAGE A11 

NATIONAL A11-19 

Congress on Other Issues

Two days after a Brooklyn man fell to
his death when a police officer with the
Emergency Service Unit shot him with
a Taser gun, the New York Police De-
partment said that it had appointed a
new unit commander. PAGE B1

METRO B1-4

Taser Death Brings Changes

The digital age has been slow to arrive
in college football, where rules keep
technology at arm’s length. PAGE D1

SPORTSSATURDAY D1-7

Leave the Laptop at Home

Sant Ocean
Hall at the
Smithsonian
National Mu-
seum of Natu-
ral History of-
fers another
view of reali-
ty. PAGE B7

ARTS B7-16

Immersed in a New World

In the last installment of his four-vol-
ume series on the Bush administration,
Bob Woodward renders a harsh final ap-
praisal of the president. BOOK REVIEW

‘The War Within’ 

Bob Herbert PAGE A21

EDITORIAL, OP-ED A20-21

Goodbye, Shea
Growing up nearby, Jay Schreiber has
been going to Mets games since Shea
Stadium opened in 1964. Despite its
flaws, he says, Shea has its own charm.

nytimes.com/sports

ONLINE

BANK TALKS Wachovia, weighed
down by troubled mortgage loans,
is discussing a possible merger
with healthier banks as it tries to
find a lifeline. PAGE C1

A FAMILIAR HAND When the Fed-
eral Reserve needed to find a buy-
er for Washington Mutual, it
found a familiar name eager to
take over. PAGE C1

ECONOMY IN TURMOIL

One candidate cited Churchill
and Eisenhower, and described
George Shultz, who served in
Ronald Reagan’s cabinet, as a
“great secretary of state.” 

The other prom-
ised anxious vot-
ers a federal
budget that could
be examined on a
“Google for gov-
ernment” and ac-

cused his opponent of having a
“20th-century mindset.”

The first presidential debate
was more than a clash of ideology
or temperaments. Barack Obama
and John McCain did not even
wrestle over the $700 billion eco-
nomic bailout. Theirs was a gen-
erational collision, and at times it

looked almost like a dramatic
rendition of Freudian family ten-
sion: an older patriarch frustrat-
ed and even cranky when chal-
lenged by a would-be successor
to the family business who thinks
he can run it better. 

Neither of the candidates took
full advantage of the debate rules
that allowed them to confront
each other directly, and that reti-
cence suggested the stiff poli-
tesse of two relatives determined
not to ruin Thanksgiving dinner. 

Mr. McCain, 72, repeatedly ar-
gued that Mr. Obama, who is 47,
was not ready for the job: “I’m
afraid Senator Obama doesn’t
understand” and “What Senator
Obama doesn’t seem to under-
stand” and “Senator Obama still
doesn’t understand.” 

He deplored his opponent’s
“naïveté,” though he stumbled
slightly on the pronunciation of
the Iranian president’s name,
and twice repeated that he had
not been elected Miss Congenial-
ity of the Senate — some viewers
might have wondered if he had
forgotten that he had already
used that metaphor. When Mr.
Obama was speaking, Mr. Mc-
Cain was at times fidgety, grin-
ning awkwardly and shifting
from foot to foot. 

Mr. Obama was calm, still,
poised and more businesslike
than personable. He was trying
to be like John F. Kennedy talking
about the space race, but he often
sounded like a technocrat.

He wore a dark suit and a flag 

Beyond Ideology, a Collision of Generations

Continued on Page A12
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STANLEY 
THE TV
WATCH 
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Today, cloudy, showers, humid,
high 72. Tonight, some lingering
showers, patchy fog, low 66. To-
morrow, limited sun, a shower,
high 75. Weather map, Page D8.
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More votes in favor of the plan

1:28 P.M. 1:32 1:36 1:40 1:44 1:48 1:52 1:56 2:00 2:04 

Voting begins at 1:28 p.m. 
The majority of those who 
vote first favor the plan.

As the votes roll in, the 
number against the plan 
surpasses those in favor.

The final tally is 
205 in favor, 
228 opposed.

Democrats  140 Republicans  65 Democrats  95 Republicans  133FINAL BREAKDOWN
In favor  205 Against  228

FARHANA HOSSAIN, KARL RUSSELL AND AMY SCHOENFELD/THE NEW YORK TIMES

More votes against the plan
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VOTE MAJORITY

The Dow 
drops 400 
points in
5 minutes.

Voting ends, 
with the Dow 
down 417. It 
drops another 
361 before 
close.

… And a Failure 
For the Bailout 
The Dow Jones 
industrial average 
crumbled during the 
House vote on the 
bailout package.

Passage looks promising The tide turns Defeat

Sources: Bloomberg; C-Span

By VIKAS BAJAJ
and MICHAEL M. GRYNBAUM

Even before the opening bell,
Monday looked ugly.

But by the time that bell sound-
ed again on the New York Stock
Exchange, seven and a half fran-
tic hours later, $1.2 trillion had
vanished from the United States
stock market.

What had started 24 hours ear-
lier, with a modest sell-off in
stock markets in Asia, had turned
into Wall Street’s blackest day
since the 1987 crash. The broad
market, as measured by the
Standard & Poor’s 500-stock in-
dex, plunged almost 9 percent, its
third-biggest decline since World
War II. The Dow Jones industrial
average fell nearly 778 points, or
6.98 percent, to 10,365.45.

Across Wall Street, no one
could quite believe what was hap-
pening on the floor — the floor of
the House of Representatives,
not the New York Exchange. 

As lawmakers began to vote on
a $700 billion rescue for financial
institutions, the Voyageur Asset
Management trading desk in Chi-
cago went silent. Money manag-
ers gaped at a television screen
carrying news that seemed un-
thinkable: the bill was not going
to pass. Shortly after 1:30 p.m.,
the rescue was rejected.

“You just felt like the world
was unraveling,” Ryan Larson,
the firm’s senior equity trader,
said. “People started to sell and
they sold hard. It didn’t matter
what you had — you sold.”

Frustration, and then panic,
coursed through the markets. In-
vestors feared the decision in
Washington would imperil the fi-
nancial industry, as well as the
broader economy.

At the Federal Reserve and
other central banks, policy mak-
ers were also anxious. Even be-
fore the vote on Capitol Hill, cen-
tral bankers tried to jump-start 

7% DROP IN DOW 
Central Banks Try to

Aid Credit Markets
— Global Worry

Continued on Page A24
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Japan  –1.3%
Nikkei 225

Hong Kong –4.3%
Hang Seng

Britain –5.3%
FTSE 100

1:28-2:06 P.M.

House rejects
bailout,
228-205

4 P.M.7:30 A.M. 9:30 A.M.
President Bush 
urges Congress to 
send a “strong 
signal to markets” 
by passing the bill.

Representative Barney 
Frank starts debate in the 
House, calling the measure 
“tough” but necessary.

The Dow industrials 
close down 778 points, 
or 7.0 percent, the fifth 
largest percentage drop 
since 1940.

Global stock markets plunged Monday as 
a series of American and European bank 
failures shook confidence that the crisis 
could be contained by the bailout plan.

Global Doubt …

By CARL HULSE and DAVID M. HERSZENHORN

WASHINGTON — Defying
President Bush and the leaders
of both parties, rank-and-file law-
makers in the House on Monday
rejected a $700 billion economic
rescue plan in a revolt that
rocked the Capitol, sent markets
plunging and left top lawmakers
groping for a resolution.

The stunning defeat of the pro-
posal on a 228-205 vote after
marathon talks by senior Con-
gressional and Bush administra-
tion officials lowered a fog of un-
certainty over economies around
the globe. Its authors had de-
scribed the measure as essential
to preventing widespread eco-
nomic calamity. 

The markets began to plummet
even before the 15-minute voting
period expired on the House
floor. For 25 more minutes, un-
certainty gripped the nation as
television showed party leaders
trying, and failing, to muster
more support. Finally, Repre-
sentative Ellen Tauscher, Demo-
crat of California, pounded the
gavel and it was done.

In the end, only 65 Republicans
— just one-third of those voting
— backed the plan despite per-
sonal pleas from President Bush
and encouragement from their
presidential nominee, Senator
John McCain. By contrast, 140
Democrats, or 60 percent, voted

in favor, many after voicing grave
misgivings. Their nominee, Sena-
tor Barack Obama, also backed
the bill. 

By the end of day, the Dow had
fallen almost 778 points, or nearly
7 percent, to 10,365. Credit mar-
kets also remained distressed,
with bank lending rates rising
and investors fleeing to the safe-
ty of Treasury bills.

Among opponents of the res-
cue plan, some Republicans cited
ideological objections to govern-
ment intervention, and liberal
Democrats said they were of no
mind to race to aid Wall Street ty-
coons. Other critics complained
about haste and secrecy in as-
sembling the plan. 

But lawmakers on both sides
pointed to an outpouring of oppo-
sition from deeply hostile constit-
uents just five weeks before ev-
ery seat in the House was up for
election as a fundamental reason
that the measure was defeated.
House members in potentially
tough races and those seeking
Senate seats fled from the plan in
droves. 

“People’s re-elections played
into this to a much greater de-
gree than I would have imag-
ined,” said Representative Debo-
rah Pryce of Ohio, a former mem-
ber of the Republican leadership 

Leaders Rebuffed in 228-205 Vote
— Broad Public Anger Is Cited

Continued on Page A22
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DEFIANT HOUSE REJECTS HUGE BAILOUT;
STOCKS PLUNGE; NEXT STEP IS UNCERTAIN

By RON LIEBER
and TARA SIEGEL BERNARD

For all of you on Main Street
who have been watching the tur-
moil on Wall Street for the last
few weeks, Monday’s shock-
waves rattled even the most
steadfast.

The day began with the an-
nouncement that another big
bank — Wachovia — had been
taken over, just days after Wash-
ington Mutual collapsed and was
sold. In early afternoon, the
House rejected the bailout pack-

age for the financial industry.
Stocks plunged, with the Dow
ending the day down nearly 778
points in the worst single-day
drop in two decades. 

What is a regular investor to
make of it all? What about people
who have money in bank ac-
counts? Below are some answers
to questions that are probably on
your mind.
Q. Why did the stock market fall
so far so fast on Monday?
A. The element of surprise surely
didn’t help, since everyone was
expecting the bailout bill to pass.

There may have been a bit of in-
vestor disgust thrown in, too, a
sense that our representatives in
Washington just don’t get it. 

Fear may be the biggest driver,
however — the worry that it may
be weeks or longer before compa-
nies can get the affordable, short-
term loans they need to finance
their operations. Without easy
access to that money, it’s hard to
run a profit-making operation on
a day-to-day basis, let alone grow
over the long haul. The profes-
sional investors who often drive
big market moves don’t want to

hold onto stocks to see if things
will really get that bad.

Q. What’s likely to happen in the
markets over the next few days?
A. It’s possible that Monday’s
market moves will spook mem-
bers of the House of Representa-
tives enough that they will be
willing to change their votes with
only a modest amount of compro-
mise. Or, there may be hasty ef-
forts to write a new bill from
scratch. This will take days, how-
ever, not hours, since Tuesday is 

‘Is My Money Safe?’ and Other Questions for a Nervous Time

Continued on Page A23

By JACKIE CALMES

WASHINGTON — The col-
lapse of the proposed rescue plan
for the teetering financial system
was the product of a larger fail-
ure — of political leadership in
Washington — at a moment when
the world was looking to the Unit-
ed States to contain the cascad-
ing economic crisis.

From the White House to Con-
gress to the presidential cam-
paign trail, the principal players
did not rally the votes they need-
ed in the House. They appeared
not to comprehend or address in
a convincing way an intense
strain of opposition to the deal
among voters. They allowed par-
tisan politics to flare at sensitive
moments.

If there was any doubt that
President Bush had been left po-
litically impotent by his travails
over the last few years and his
lame-duck status, it was erased
on Monday when, despite his per-
sonal pleas, more than two-thirds
of the Republicans in the House
abandoned the plan.

While there were lawmakers
who opposed the package on the
merits, with Election Day just
five weeks away, substantial
numbers decided that to favor
the bill would be to imperil their

own political futures. And once
the vote was under way and so
few Republicans were voting aye,
Democrats were disinclined to
force more of their members to
help pass the unpopular plan.

The leaders of both parties
failed, many analysts agreed, in
bringing the measure to the
House floor without knowing
whether it had the votes to pass
— a bad move at any time, but es-
pecially so in this case given the
risk of the markets and the badly
weakened financial system react-
ing badly. 

Representative John A. Boeh-
ner, the House Republican lead-
er, became emotional as he urged
his party to muster the will to ap-
prove the package. After his
members overwhelmingly voted
against it, he tried to shift the
blame to a partisan speech deliv-
ered on the floor just before the
vote by Representative Nancy
Pelosi, the House speaker.

Ms. Pelosi delivered the Demo-
cratic votes she had promised,
but could not muster enough of
them to avert a defeat that could
long be remembered.

The candidates to replace Mr.
Bush, Senator John McCain and 

NEWS ANALYSIS
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A Leadership Breakdown

Without the
bailout plan
they invented
and lobbied
for, the Federal
Reserve, led
by Ben S. Ber-
nanke, and the
Treasury De-
partment are forced to dig deep
into their toolkits to rescue the
global financial system. PAGE C1

Trying the Backup Plan
The Belgian
bank Fortis
was one of sev-
eral European
finance compa-
nies that need-
ed government
help as the cri-
sis in the Unit-
ed States spread, buffeting institu-
tions in at least four countries
with a chain of failures. PAGE C1

Turmoil Grows in Europe
Federal regu-
lators ar-
ranged the
sale of Wacho-
via’s bank unit
to Citigroup to
stave off what
might have
been the sec-
ond failure of a major bank in a
week, but financial stocks fell 16
percent on Wall Street. PAGE C1

Rescue for Troubled Bank

Pirates who hijacked an arms-laden
freighter, above, have been surrounded
by American warships in a standoff
near the Somali coast. The American
military fears that the weapons could
end up in the hands of Islamist insur-
gents in Somalia. PAGE A14

INTERNATIONAL A6-15

U.S. Warships Corner Pirates

Prime Minister Ehud Olmert said Israel
must withdraw from nearly all of the
West Bank and East Jerusalem. PAGE A6 

Israeli Premier Backs Pullouts

A Justice Department report found that
political pressure drove the firings of at
least three United States attorneys in
2006, and a special prosecutor was
named to continue the inquiry. PAGE A16

NATIONAL A16-25

Pressure in Prosecutor Firings

Gov. Sarah Palin of Alaska is heading
into a critical debate on Thursday facing
challenges on several fronts. PAGE A16

Pre-Debate Woes for Palin

Tom Brokaw, in his post-retirement en-
core at NBC News, is helping plan the
future of “Meet the Press.” PAGE E1 

ARTS E1-8 

Brokaw the Elder Statesman

City workers responsible for elevators
in housing projects are moonlighting for
private elevator companies. PAGE B1

METRO B1-5

Elevator Workers Moonlight

A rock-climbing guru, after living in Yo-
semite, adjusts to urban life. PAGE D1

SPORTSTUESDAY D1-6

The Sky Is His Roof

A special issue of Science Times de-
voted to making sense — and taking ad-
vantage — of the bewildering mass of
information about health and medicine
available on the Internet, in medical
journals, in the doctor’s office and over
the air. PAGE F1

SCIENCE TIMES F1-8

Decoding Your Health 

David Brooks PAGE A27

EDITORIAL, OP-ED A26-27

Critics’ Picks
A. O. Scott looks back at the 1980s film
“Rambo: First Blood, Part 2’’ and its re-
lationship to American foreign policy —
then and now.

nytimes.com/movies
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Today, limited sunshine, patchy
drizzle, high 73. Tonight, cloudy,
spotty showers, low 62. Tomorrow,
showers, some thunder, high 72.
Weather map appears on Page B8.
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Small Businesses Feeling the Chill
By LOUIS UCHITELLE

Some small companies say
they are no longer able to get
loans from newly cautious banks
as credit tightens across the
country, and even those who do
qualify are increasingly reluctant
to borrow and expand, fearful of
overextending themselves in the
midst of the financial crisis.

Alan Petrucci, whose small fac-
tory near Chicago makes metal
molds that other manufacturers
buy to form plastic parts, says his
bank recently offered him an ad-
ditional loan. Though orders for
his molds are still plentiful, Mr.
Petrucci says he will borrow only
to upgrade existing machinery,
not to expand.

“We are bracing for the down-

turn that is coming,” Mr. Petrucci
said. “It is coming; there is no
question about that.”

Mark Snyder, another busi-
nessman, is more optimistic, but
his bank refused two weeks ago
to grant another loan to his fledg-
ling medical supply company
near Denver. So he turned to a
commercial lender, which has of-
fered credit — at 30 percent a
year. Mr. Snyder does not want to
borrow much at that rate. “We
desperately need more capital to
grow our sales,” he said.

Small businesses in America —
the 27 million companies employ-
ing fewer than 500 people and in
most cases fewer than 20 people 

Continued on Page A29
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This article was reported by
Andrew Ross Sorkin, Diana B.
Henriques, Edmund L. Andrews
and Joe Nocera. It was written by
Mr. Nocera.

“Panic can cause a prudent
person to do rational things that
can contribute to the failure of an
institution.” — William A. Ack-
man of the hedge fund Pershing
Square Capital Management. 

It was early on Wednesday,
Sept. 17, when executives at Per-
shing Square, Bill Ackman’s
hedge fund, began getting ner-
vous calls and e-mail messages
from investors. Mr. Ackman, 42,
has been a top Wall Street player
for 15 years, making his clients —
and himself — billions of dollars.

But now, Mr. Ackman and his
colleagues were taken aback by
what they were hearing. His big
investors were worried about all
of the Pershing assets held by
Goldman Sachs, the blue-chip in-
vestment bank, whose stock had
come under siege.

Never mind that Goldman kept
Pershing’s assets in a segregated
account, and that the money was
safe. And never mind that Mr.
Ackman believed Goldman was
the world’s best-run investment
bank and would come through
the credit crisis unscathed. 

Pershing investors still feared
their money
might be ex-
posed. Mr.
Ackman ad-
vised Gold-

man executives to do something
to restore confidence — such as
getting an infusion of capital from
Warren E. Buffett, the billionaire
investor. And while Mr. Ackman
kept his assets at Goldman, he
hurriedly set up accounts at
three other institutions — just in
case things got much worse.

Pershing had more faith than
most. Up and down Wall Street,
hedge funds with billions of dol-
lars at Goldman and Morgan
Stanley, another storied invest-
ment bank, were frantically pull-
ing money out and looking for
safer havens.

Panic was spreading on two of
the scariest days ever in financial
markets, and the biggest invest-
ors — not small investors — were
panicking the most. Nobody was
sure how much damage it would
cause before it ended.

This is what a credit crisis
looks like. It’s not like a stock
market crisis, where the scary
plunge of stocks is obvious to all.
The credit crisis has played out in
places most people can’t see. It’s
banks refusing to lend to other
banks — even though that is one
of the most essential functions of
the banking system. It’s a loss of 

36 Hours of Alarm and Action as Crisis Spiraled

Continued on Page A30

THE RECKONING
Days of Tension
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Today, partly cloudy, cool breezes,
high 66. Tonight, patchy clouds,
cool, low 50. Tomorrow, variable
clouds, cool, scattered showers
high 66. Weather map, Page D7.
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Late Edition

By CARL HULSE
WASHINGTON — The Senate

strongly endorsed the $700 billion
economic bailout plan on
Wednesday, leaving backers opti-
mistic that the easy approval,
coupled with an array of popular
additions, would lead to House
acceptance by Friday and end
the legislative uncertainty that
has rocked the markets.

In stark contrast to the House
rejection of the plan on Monday, a
bipartisan coalition of senators —
including both presidential candi-
dates — showed no hesitation in
backing a proposal that had
drawn public scorn, though the
outpouring eased somewhat af-
ter a market plunge followed the
House defeat. The Senate margin
was 74 to 25 in favor of the White
House initiative to buy troubled
securities in an effort to avoid an
economic catastrophe. 

Only Senator Edward M. Ken-
nedy, who is being treated for
brain cancer, did not vote.

The two Senate leaders, Sena-
tors Harry Reid, Democrat of Ne-
vada and the majority leader, and
Mitch McConnell of Kentucky,
the Republican leader, strongly

urged their colleagues to approve
the plan despite the political risk
given public resentment.

“Supporting this legislation is
the only way to make the best of
a crisis and return our country to
a path of economic stability, pros-
perity and growth,” said Mr.
Reid, who asked that senators
vote formally from their desks.
The presence in the Senate of
both presidential candidates in
the final weeks of the campaign
also gave weight to the moment.
The political tension was clear as
Senator Barack Obama walked to
the Republican side of the aisle to
greet Senator John McCain, who
offered a chilly look and a brief
return handshake.

Mr. McCain did not make re-
marks on the legislation. Mr.
Obama, in his speech, said the
bailout plan was regrettable but
necessary and he referred to the
stock market drop after the
House vote. “While that decline
was devastating, the conse-
quences of the credit crisis that
caused it will be even worse if we 

SENATE APPROVES
BAILOUT PROPOSAL

BY A WIDE MARGIN
In House, Leaders of Both Parties Hope

the Revised Bill Passes by Friday

Continued on Page A29
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As Election Day
approaches, a road
trip across the Unit-
ed States offers a
chance to find out where
voters stand. The first stop
is San Francisco, where politics isn’t al-
ways one shade of blue. PAGE A19

Conversations
With Voters

NATIONAL A19-31

Congress gave final approval to a break-
through agreement permitting civilian
nuclear trade between the United States
and India. PAGE A8

INTERNATIONAL A5-18

India Nuclear Trade Approved 
The mayor’s plan to loosen term limits
fueled confusion among New York City
Council members. PAGE B1

METRO B1-6

Bloomberg Plan Vexes Council
The Dodgers trounced the Cubs, and the
Phillies defeated the Brewers in open-
ers of the N.L. division series. PAGE D1

SPORTSTHURSDAY D1-6

Dodgers and Phillies Win

More Inside The Times.
PAGES A2-3 !

By MIKE McINTIRE and SERGE F. KOVALESKI
For the millions of voters get-

ting to know him, Senator Joseph
R. Biden Jr., the Democratic vice-
presidential nominee, portrays
himself at times as an average
guy who takes the train to work,
frets about money and basically
has led a middle-class life.

“Ladies and gentlemen, your
kitchen table is like mine,” Mr.
Biden said when Senator Barack
Obama introduced him as his
running mate. “You sit there at
night after you put the kids to bed
and you talk, you talk about what
you need. You talk about how
much you are worried about be-
ing able to pay the bills.”

Mr. Biden certainly can trace
his roots to the working-class
neighborhoods of Scranton, Pa.,
and Claymont, Del., where he
was raised. But these days, his
kitchen table can be found in a
6,800-square-foot custom-built
colonial-style house on four lake-

front acres, a property worth
close to $3 million.

Although he is among the least
wealthy members of the million-
aires club that is the United
States Senate — he and his wife,
Jill, a college professor, earn
about $250,000 a year — Mr. Bi-
den maintains a lifestyle that is
more comfortable than the im-
pression he may have given on
the campaign trail. A review of
his finances found that when it
comes to some of his largest ex-
penses, like the purchase and up-
keep of his home and his use of
Amtrak trains to get around, he 

An Everyman on the Trail, Biden
Enjoys Senator’s Perks at Home

Continued on Page A28

By CELIA W. DUGGER

HARARE, Zimbabwe — Long
before the rooster in their dirt
yard crowed, Rose Moyo and her
husband rolled out of bed. “It is
time to get up,” intoned the ro-
botic voice of her cellphone. Its
glowing face displayed the time:
2:20 a.m. 

They crept past their children
sleeping on the floor of the one-
room house — Cinderella, 9, and
Chrissie, 10 — and took their dai-
ly moonlit stroll to the bank. The
guard on the graveyard shift
gave them a number. They were
the 29th to arrive, all hoping for a
chance to withdraw the maxi-
mum amount of Zimbabwean
currency the government al-
lowed last month — the equiv-
alent of just a dollar or two.

Zimbabwe is in the grip of one
of the great hyperinflations in
world history. The people of this
once proud capital have been
plunged into a Darwinian strug-
gle to get by. Many have been re-
duced to peddlers and paupers,

hawkers and black-market hus-
tlers, eating just a meal or two a
day, their hollowed cheeks a tes-
tament to their hunger. 

Like countless Zimbabweans,
Mrs. Moyo has calculated the
price of goods by the number of
days she had to spend in line at
the bank to withdraw cash to buy
them: a day for a bar of soap; an-
other for a bag of salt; and four
for a sack of cornmeal. 

The withdrawal limit rose on
Monday, but with inflation sur-
passing what independent econo-
mists say is an almost unimagin-
able 40 million percent, she said
the value of the new amount
would quickly be a pittance, too. 

“It’s survival of the fittest,”
said Mrs. Moyo, 29, a hair braider
who sells the greens she grows in
her yard for a dime a bunch. “If
you’re not fit, you will starve.”

Economists here and abroad
say Zimbabwe’s economic col-
lapse is gaining velocity, radiat-
ing instability into the heart of
southern Africa. As the bankrupt
government prints ever more
money, inflation has gone wild,

rising from 1,000 percent in 2006
to 12,000 percent in 2007 to a fig-
ure so high the government had
to lop 10 zeros off the currency in
August to keep the nation’s calcu-
lators from being overwhelmed.

(Had it left the currency alone, $1
would now be worth about 10 tril-
lion Zimbabwean dollars.) 

In fact, Zimbabwe’s hyperinfla-
tion is probably among the five 

Life in Zimbabwe: Wait for Useless Money, Then Scour for Food

ASSOCIATED PRESS

At a bank in Harare, Zimbabwe, this week, the police directed
customers trying to withdraw their nearly worthless savings.

Continued on Page A12

A look at Gov. Sarah Palin’s
views on health care, education,
the environment and other is-
sues. Page A26.

Palin on the Issues

INSURANCE RISK Expanding federal insurance on bank deposits to
$250,000 from $100,000 could leave taxpayers with another bill. PAGE C1

BUFFETT IS BUYING After investing $5 billion in Goldman Sachs, War-
ren Buffett is putting $3 billion into General Electric. PAGE C1

Nicholas D. Kristof PAGE A33

EDITORIAL, OP-ED A32-33

Going Down the Road
An interactive map with video, photo-
graphs and audio looks at how small
black communities in central Florida
have changed over the decades. 

nytimes.com/wpa

ONLINE

Lessons from 10 amateur decorators
who have made stylish homes on tiny
budgets. PAGE F1

HOME F1-7

Fearless Decorating

Martin Margiela sometimes seems like
an imaginary character. PAGE G1
Paris Fashion Week: A review. PAGE D8

STYLES G1-8

Fashion’s Top Recluse

David Macaulay, who brought his visual
wit to books on architecture and engi-
neering,
tackles the
body in “The
Way We
Work.” Right,
a chamber of
the heart.
PAGE E1

ARTS E1-10

Anatomy ReimaginedViolence is down in Iraq, but it is possi-
ble to see paths to political failure or to
success. NEWS ANALYSIS, PAGE A5

Still Scores to Settle in Iraq

Human-rights activists and computer
security researchers have discovered
Chinese surveillance of Skype, the text
messaging service. PAGE C1

BUSINESS DAY C1-14

China Monitors Text MessagesBarack Obama is showing signs of gain-
ing significant support among voters,
while John McCain’s image has been
damaged by his response to the eco-
nomic crisis, a poll shows. PAGE A27

Obama Gains, New Poll Says

WEDNESDAY, 
SEPT. 17

“It felt like 
there was no

ground 
beneath your

feet. I didn’t
know where 
it was going

to end.”
ALEX EHRLICH

of the Swiss bank
UBS, on frenzied

trading, right, that
drove down Morgan

Stanley shares.
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WEDNESDAY 
EVENING

“You have 
to go to

Congress. 
This is

pervasive.” 
BEN S. BERNANKE,

the Fed chairman, 
to Treasury 

Secretary Henry M. 
Paulson Jr., right.

THURSDAY, 
SEPT. 18

“This is the
United States

Senate. We
can’t do it in

that time
frame.”

SENATOR HARRY REID,

the majority leader,
on hearing that the

administration
wanted legislation

passed within days.
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“We have a good deal of com-
fort about the capital cushions at
these firms at the moment.” —
Christopher Cox, chairman of the
Securities and Exchange Com-
mission, March 11, 2008.

By STEPHEN LABATON

As rumors swirled that Bear
Stearns faced imminent collapse
in early March, Christopher Cox
was told by his staff that Bear
Stearns had $17 billion in cash
and other assets — more than
enough to weather the storm.

Drained of most of its cash
three days later, Bear Stearns
was forced into a hastily ar-
ranged marriage with JPMorgan
Chase — backed by a $29 billion
taxpayer dowry. 

Within six months, other lions
of Wall Street would also either
disappear or transform them-
selves to survive the financial
maelstrom — Merrill Lynch sold
itself to Bank of America, Leh-
man Brothers filed for bankrupt-
cy protection, and Goldman
Sachs and Morgan Stanley con-

verted to
commercial
banks.

How
could Mr.

Cox have been so wrong?
Many events in Washington,

on Wall Street and elsewhere
around the country have led to
what has been called the most se-
rious financial crisis since the
1930s. But decisions made at a
brief meeting on April 28, 2004,
explain why the problems could
spin out of control. The agency’s
failure to follow through on those
decisions also explains why
Washington regulators did not
see what was coming.

On that bright spring after-
noon, the five members of the Se-

curities and Exchange Commis-
sion met in a basement hearing
room to consider an urgent plea
by the big investment banks. 

They wanted an exemption for
their brokerage units from an old
regulation that limited the
amount of debt they could take
on. The exemption would un-
shackle billions of dollars held in
reserve as a cushion against
losses on their investments.
Those funds could then flow up to
the parent company, enabling it
to invest in the fast-growing but
opaque world of mortgage-
backed securities; credit deriva-
tives, a form of insurance for
bond holders; and other exotic
instruments. 

The five investment banks led
the charge, including Goldman
Sachs, which was headed by 

Agency’s ’04 Rule Let Banks
Pile Up New Debt, and Risk

Plans to Increase S.E.C. Scrutiny of Firms Faltered

THE RECKONING
Loosening the Reins

Continued on Page A23

STOCKS FALL
Stocks were low-
er as signs of an
economic slow-
down emerged in
new data, and
banks remained
reluctant to make
new loans. 
PAGE C1

TEST OF WILLS Republican lead-
ers in the House struggled to
persuade some of their members
to reverse course and support
the administration’s $700 billion
economic bailout package in a
vote expected early Friday after-
noon. PAGE A22
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By PATRICK HEALY

Gov. Sarah Palin used a steady
grin, folksy manner and carefully
scripted talking points to punch
politely and persist politically at
the vice-presidential debate on
Thursday night, turning in a per-
formance that her rival, Senator
Joseph R. Biden Jr., sought to un-
dermine with cordially delivered
but pointed criticism.

If the issues and positions were
familiar to many viewers — on
taxes and the economy, energy
and oil, same-sex marriage, Iraq
and Afghanistan — it was Ms. Pa-
lin’s debut in a nationally tele-
vised debate that made for un-
usual theater. And Ms. Palin, a
former small-town mayor, was
unlike any other running mate in
recent memory, using phrases
like “heck of a lot” and “Main
Streeters like me” to appeal to
working-class and middle-class
voters who feel abandoned by
Washington.

Mr. Biden, a six-term senator
who has twice sought the presi-
dency, remained forceful and
composed against an opponent
who proved difficult to attack,
given that she is a newcomer and
a woman in an arena long dom-
inated by men.

Focusing his attacks on the Re-
publican presidential nominee,
Senator John McCain, Mr. Biden
only occasionally lost patience
with Ms. Palin’s debating tactics,
as when she used Mr. Biden’s
words against him.

In the only vice-presidential
debate of the campaign, at Wash-
ington University in St. Louis,
Ms. Palin exceeded expectations
in this highly anticipated face-off,
though those expectations were
low after she had stumbled in re-
cent television interviews. She
succeeded by not failing in any
obvious way. She mostly reverted
to and repeated talking points,
like referring to Mr. McCain as a
“maverick” and the Republican
ticket as a “team of mavericks,”
while not necessarily quelling
doubts among voters about her 

Cordial but Pointed, Palin and Biden Face Off
Clashing on Iraq,
Energy and the

Economy

JAMES ESTRIN/THE NEW YORK TIMES

Gov. Sarah Palin and Senator Joseph R. Biden Jr. amid family members after their debate ended.

Continued on Page A19
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Today, patches of clouds and sun-
shine, high 68. Tonight, clearing
skies, fog outside the city, low 50.
Tomorrow, partly sunny, mild, high
66. Weather map is on Page D7.
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Late Edition

In Nebraska, a law intended to offer un-
wanted newborns a safe haven has had
unintended consequences. PAGE A21

NATIONAL A16-23

A Law Turned on Its End

Some were encouraged by a new time-
table for ground zero reconstruction,
but others remained skeptical. PAGE B1

Rebuilding Timetable Doubted

Beginning Monday, The
Times will consolidate some
sections to reduce costs. The
Metro Section will be re-
named New York and will ap-
pear after International and
National news in the main
news section; New York will
remain a separate section on
Sunday. Sports will be in the
Business Day section from
Tuesday to Friday, but will re-
main separate on Saturday,
Sunday and Monday. The
Arts will be a separate section
on Saturday as well as the rest
of the week. There will be no
reduction in any coverage.

To Our Readers

By DAVID W. CHEN

City Council Speaker Christine
C. Quinn said on Thursday that
legislation to alter the city’s term
limits law would be introduced on
Tuesday, paving the way for
Mayor Michael R. Bloomberg,
Ms. Quinn and more than 40 oth-
er elected officials to stay in of-
fice four more years.

The Council’s vote on the
measure — which Mr. Bloomberg
has pushed for behind the scenes
— could come later this month,
Ms. Quinn told reporters at a
news conference. And while she
declined to reveal her position on
the legislation, she said she
would meet with other members
of the Council to discuss the bill
and “move forward in the pro-
cess after that.”

Ms. Quinn’s remarks came on a
dramatic day at City Hall, as Mr.
Bloomberg for the first time ex-
plained why he wanted to run for
another term. [News Analysis,
Page B5.] Her comments, and the
rapid timetable she described,
immediately set off criticism that
a deal had already been struck
between the mayor and Ms.
Quinn, who has been his close
ally, to overhaul the term limits
law, which restricts citywide
elected officials to two four-year
terms. 

Voters have twice approved
the term limits, and Ms. Quinn
had previously said she was op-

Continued on Page B5

Bill Paves Way
For Third Term
For Bloomberg By ADAM NAGOURNEY

Gov. Sarah Palin made it
through the vice-presidential de-
bate on Thursday without doing
any obvious damage to the Re-
publican presidential ticket. By
surviving her encounter with
Senator Joseph R. Biden Jr. and
quelling some of the talk about
her basic qualifications for high
office, she may even have done
Senator John McCain a bit of
good, freeing him to focus on the
other troubles shadowing his
campaign.

It was not a tipping point for
the embattled Republican presi-
dential ticket, the bad night that
many Republicans had feared.
But neither did it constitute the
turning point the McCain cam-
paign was looking for after a
stretch of several weeks in which
Senator Barack Obama seemed
to be gaining the upper hand in
the race. Even if he no longer has
to be on the defensive about Ms.
Palin, Mr. McCain still faces a
tough environment with barely a
month until the election, as he ac-

knowledged hours before the de-
bate by effectively pulling his
campaign out of Michigan, a
Democratic state where Mr. Mc-
Cain’s advisers had once been op-
timistic of victory.

“This is going to help stop the
bleeding,” said Todd Harris, a
Republican consultant who
worked for Mr. McCain in his first
presidential campaign. “But this
alone won’t change the trend
line, particularly in some of the
battleground states.”

Short of a complete bravura
performance that would have
been tough for even the most ex-
perienced national politician to
turn in — or a devastating error
by the mistake-prone Mr. Biden,
who instead turned in an impres-
sively sharp performance —
there might have been little Ms.

Surviving One Test
NEWS ANALYSIS

Continued on Page A19

PALIN OUTDOES PALIN

The confident Sarah Palin pre-
vailed over the parodied one. The
TV Watch, Page A18.

John McCain is giving up on ef-
forts to win Michigan, his cam-
paign said, in the latest sign that
the economy has reshaped the
presidential race. Page A20. 

McCain Cedes Michigan

By JANE PERLEZ 
and PIR ZUBAIR SHAH

PESHAWAR, Pakistan — War
has come to Pakistan, not just as
terrorist bombings, but as full-
scale battles, leaving Pakistanis
angry and dismayed as the dead,
wounded and displaced turn up
right on their doorstep.

An estimated 250,000 people
have now fled the helicopters,
jets, artillery and mortar fire of
the Pakistani Army, and the as-
saults, intimidation and rough
justice of the Taliban who have
dug into Pakistan’s tribal areas.

About 20,000 people are so des-
perate that they have flooded
over the border from the Bajaur
tribal area to seek safety in Af-
ghanistan.

Many others are crowding
around this northwest Pakistani
city, where staff members from
the United Nations refugee agen-
cy are present at nearly a dozen
camps.

No reliable casualty figures are
available. But the International
Committee of the Red Cross flew
in a special surgical team from

abroad last week to work along-
side Pakistani doctors and help
treat the wounded in two hospi-
tals, so urgent has the need be-
come.

“This is now a war zone,” said

Marco Succi, the spokesman for
the International Committee of
the Red Cross.

Not since Pakistan forged an
alliance with the United States af-

Confronting Taliban, Pakistan Finds Itself at War

TARIQ MAHMOOD/AGENCE FRANCE-PRESSE — GETTY IMAGES

Fighting between militants and the military has driven thou-
sands of people into refugee camps in Pakistan’s tribal areas.

Continued on Page A10
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Family and friends mourned Iman Morales at his funeral
Thursday, hours after Lt. Michael W. Pigott committed suicide.

By ROBERT D. McFADDEN and CHRISTINE HAUSER
He wanted to be an Air Force

fighter pilot, but a hearing prob-
lem ended that dream. Devastat-
ed, he clammed for a while on
Long Island, where he had grown
up, then joined the New York Po-
lice Department. 

He was levelheaded, calm, mild
mannered, an ideal cop in many
ways. In 21 years on the force,
Michael W. Pigott made scores of
arrests working in some of the
city’s toughest precincts, won 20
medals for bravery and meritori-
ous duty, and became a lieuten-
ant in the elite Emergency Serv-
ices Unit. 

“Not your typical police offi-
cer,” said Jon O’Shaughnessy, a
New York City fire marshal and
an old friend. “That’s why he was
a lieutenant. He was a very posi-

tive, upbeat guy. He could have
retired last year.” The friend
could say no more: His voice
broke, and he began to cry.

Lieutenant Pigott, apparently
distraught because he had au-
thorized the Taser shooting last
week of an emotionally disturbed
man who pitched headlong to his
death from a second-story build-
ing ledge, fatally shot himself on
Thursday at the headquarters of
the Emergency Services Unit in
Brooklyn, the police said.

The lieutenant, who had been
stripped of his gun and badge
and placed on desk duty in an-
other unit after the Taser inci-
dent, killed himself with a single
shot to the head from a 9-millime-

Taser Fire Claims 2nd Victim:
Officer Who Gave the Order

Continued on Page B6

U.S. CRITICS WEIGH IN Latin
American leaders reluctantly ac-
cept the region’s vulnerability to
the economic crisis, while Russia
declares the end of America’s fi-
nancial hegemony. PAGE A6
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As the violence calms in Samarra, Iraq,
a sense of normality is returning to the
city and work is beginning on recon-
struction projects. PAGE A6

INTERNATIONAL A6-14

Slowly, an Iraqi City Rebuilds
In his Sports of The Times column, Har-
vey Araton discusses how the financial
crisis could mean a day of reckoning for
teams, especially those that have large
investments in new stadiums — includ-
ing the Yankees, below. College athlet-
ics, meanwhile, are already feeling the

pinch — like
the $24,000
fuel surcharge
Ohio State
paid to travel
to its football
game at
Southern Cali-
fornia.
PAGE D1

SPORTS FRIDAY D1-6

Sports and Economic Trouble
Oil prices have been falling recently,
providing the equivalent of a fiscal stim-
ulus package for American consumers
but worrying oil producers. PAGE C1

BUSINESS DAY C1-11

Consumers Gain as Oil Falls

The Brooklyn Museum exhibits the pro-
vocative work of Gilbert & George. A re-
view by Holland Cotter. PAGE E31

WEEKEND E1-39

A Dynamic Duo of British Art
The Pine Mountain Trail, built by volun-
teers, will eventually stretch 110 miles
from Virginia to the Cumberland Gap,
opening up a landscape of gorges, wa-
terfalls, rhododendron tunnels and
plants found nowhere else. PAGE F1

ESCAPES F1-8

Southern Trailblazing 

More Inside The Times.
PAGES A2-3 !

Paul Krugman PAGE A25

EDITORIAL, OP-ED A24-25

The artists discuss their exhibit in an
audio slide show:

nytimes.com/design

An appeals court in New York, citing er-
rors by the judge, overturned the con-
victions of a Yemeni cleric and his aide
in a prominent terrorism case. PAGE B1

METRO B1-6

Terror Convictions Overturned

Investigators said they had found small
amounts of human remains at the site
where a plane flown by the millionaire
Steve Fossett crashed. PAGE A16

Remains at Fossett Crash Site
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Today, sun and clouds mixed, cool,
high 67. Tonight, patchy clouds, low
50. Tomorrow, some sunshine,
some clouds, seasonably warm,
high 70. Weather map, Page D7.
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By SCOTT SHANE
CHICAGO — At a tumultu-

ous meeting of anti-Vietnam
War militants at the Chicago
Coliseum in 1969, Bill Ayers
helped found the radical
Weathermen, launching a
campaign of bombings that
would target the Pentagon
and United States Capitol.

Twenty-six years later, at a
lunchtime meeting about
school reform in a Chicago
skyscraper, Barack Obama
met Mr. Ayers, by then an
education professor. Their
paths have crossed sporadi-
cally since then, at a coffee
Mr. Ayers hosted for Mr. Oba-
ma’s first run for office, on
the schools project and a
charitable board, and in casu-
al encounters as Hyde Park
neighbors.

Their relationship has be-
come a touchstone for oppo-
nents of Mr. Obama, the Dem-
ocratic senator, in his bid for
the presidency. Video clips on
YouTube, including a new ad-
vertisement that was broad-
cast on Friday, juxtapose Mr.
Obama’s face with the young
Mr. Ayers or grainy shots of
the bombings. 

In a televised interview
last spring, Senator John Mc-
Cain, Mr. Obama’s Republi-
can rival, asked, “How can
you countenance someone
who was engaged in bomb-
ings that could have or did
kill innocent people?”

More recently, conserva-
tive critics who accuse Mr.
Obama of a stealth radical
agenda have asserted that he
has misleadingly minimized
his relationship with Mr.
Ayers, whom the candidate
has dismissed as “a guy who
lives in my neighborhood”
and “somebody who worked
on education issues in Chi-
cago that I know.”

A review of records of the
schools project and inter-
views with a dozen people
who know both men, suggest
that Mr. Obama, 47, has
played down his contacts
with Mr. Ayers, 63. But the
two men do not appear to
have been close. Nor has Mr.
Obama ever expressed sym-
pathy for the radical views
and actions of Mr. Ayers,
whom he has called “some-
body who engaged in detest-
able acts 40 years ago, when I

Obama and ’60s Bomber:
A Look Into Crossed Paths

DAVID HANDSCHUH/ASSOCIATED PRESS

Bill Ayers, shown in 1982,
started the Weathermen. Continued on Page A14

By DAVID M. HERSZENHORN

WASHINGTON — After the
House reversed course and gave
final approval to the $700 billion
economic bailout package, Presi-
dent Bush quickly signed it into
law on Friday, authorizing the
Treasury to undertake what
could become the most expensive
government intervention in his-
tory. 

But even as Mr. Bush declared
that the measure would “help
prevent the crisis on Wall Street
from becoming a crisis in com-
munities across our country,”
Congressional Democrats said
that it was only a first step and
pledged to carry out a sweeping
overhaul of the nation’s financial
regulatory system. 

The final tally in the House was
263 to 171, with 91 Republicans
joining 172 Democrats in favor.
That was a wider bipartisan ma-
jority than vote-counters in both
parties had expected, completing
a remarkable turnabout from
Monday, when the House defeat-
ed an earlier version of the bill by
228 to 205. 

The financial markets, howev-
er, were not enthusiastic. Already
weighed down by another round
of bleak economic data, including
a report showing that 159,000 jobs
were lost in September, the Dow
fell 157 points to close at 10,325, or
nearly 818 points lower than
when the week began, before the
House’s initial rejection of the
bailout. 

Some measures of the credit
markets improved after the bill
was approved, but only modestly.
Analysts said it was too soon to
tell whether borrowing rates —
the interest rates banks charge 

BRENDAN SMIALOWSKI/GETTY IMAGES

After the House vote, President Bush was greeted by Treasury Secretary Henry M. Paulson Jr. outside the Treasury Department.

BUSH SIGNS BILL
House Votes 263 to 171

— Markets Down
on Jobs Data

Continued on Page A12

By MARK LANDLER 
and EDMUND L. ANDREWS

WASHINGTON — It will be
one of the world’s largest asset
management firms with an im-
pressive $700 billion war chest.
Nothing short of the global econ-
omy depends on its success. And
the Treasury Department has
barely a month to get it up and
running.

The bailout bill that President
Bush quickly signed into law on
Friday must do what financial ex-
perts have been unable to do for
the last year — put a dollar value
on mortgage-related assets that
no one wants, move them off the
books of ailing banks and unlock
the frozen credit markets.

In signing the measure, Mr.
Bush warned Americans not to
expect instant results. “This will
be done as expeditiously as pos-
sible, but it cannot be accom-
plished overnight. We’ll take the
time necessary to design an ef-
fective program that achieves its
objectives — and does not waste

taxpayer dollars.”
Even after working feverishly

over the last two weeks, the
Treasury will not buy its first dis-
tressed asset from a bank for
roughly six weeks, and almost
certainly not until after the Nov. 4
elections.

Treasury officials do not plan
to manage the mortgage assets
on their own. Instead, they will
outsource nearly all of the work
to professionals, who will oversee
huge portfolios of bonds and oth-
er securities for a management
fee.

The Treasury is expected to
name a senior official to super-
vise the program. For now, vari-
ous working groups creating the
program are reporting directly to
Henry M. Paulson Jr., the Treas-
ury secretary.

Mr. Paulson has recruited sev-
eral former colleagues from
Goldman Sachs to advise him,
though administration officials
took pains to say that they were
not dominating the process,
pointing to other Treasury em-
ployees who were playing major 

For Treasury Dept., Now Comes the Hard Part

Continued on Page A13

Late Edition

Beginning Monday, The
Times will consolidate some
sections to reduce costs. The
Metro Section will be re-
named New York and will ap-
pear after International and
National news in the main
news section; New York will
remain a separate section on
Sunday. Sports will be in the
Business Day section from
Tuesday to Friday, but will re-
main separate on Saturday,
Sunday and Monday. The
Arts will be a separate section
on Saturday as well as the rest
of the week. There will be no
reduction in any coverage.

To Our Readers

By DAMIEN CAVE

NEW PORT RICHEY, Fla. —
Jim Piccillo lost his job as a bank
vice president in August, applied
for food stamps to support his
two young daughters and swore
off a life of loyalty to the Repub-
lican Party. He now volunteers
here in Pasco County for Senator
Barack Obama of Illinois. 

Madeline Aquanno’s change of
heart came more recently. Two
weeks ago, she said, she had
planned to vote for Senator John
McCain of Arizona, the Repub-
lican, who impressed her with his
knowledge of the world. But as
the economy began to scare her
more than terrorism, she recon-
sidered. 

“Obama is more for the peo-
ple,” she said, near the pool at
her middle-class retirement com-
munity in Broward County. “I’m
worried about the jobs that are
being lost, for my son, my daugh-
ter, my granddaughter. You have
to look down the line.”

Here in a swing state of severe
economic hurt — a leader in fore-

closures where empty offices
now litter strip malls — there are
signs that Mr. Obama is gaining
ground. In interviews and sur-
veys, voters across Florida said
the debate in Washington over
how to fix the credit crisis had
fueled frustration with the Bush
administration and pushed them
away from the Republican ticket. 

The four most recent polls
from late September put Mr. Oba-

Economic Crisis Fuels Obama
In Tight Ground War for Florida

Continued on Page A16

STATESIDE
Florida

By GARDINER HARRIS
One of the nation’s most influ-

ential psychiatrists earned more
than $2.8 million in consulting ar-
rangements with drug makers
from 2000 to 2007, failed to report
at least $1.2 million of that income
to his university and violated fed-
eral research rules, according to
documents provided to Congres-
sional investigators.

The psychiatrist, Dr. Charles B.
Nemeroff of Emory University, is
the most prominent figure to date
in a series of disclosures that is
shaking the world of academic
medicine and seems likely to
force broad changes in the rela-
tionships between doctors and
drug makers. 

In one telling example, Dr.
Nemeroff signed a letter dated
July 15, 2004, promising Emory
administrators that he would
earn less than $10,000 a year from
GlaxoSmithKline to comply with
federal rules. But on that day, he
was at the Four Seasons Resort

in Jackson Hole, Wyo., earning
$3,000 of what would become
$170,000 in income that year from
that company — 17 times the fig-
ure he had agreed on. 

The Congressional inquiry, led
by Senator Charles E. Grassley,
Republican of Iowa, is systemati-
cally asking some of the nation’s
leading researchers to provide
their conflict-of-interest disclo-
sures, and Mr. Grassley is com-
paring those documents with
records of actual payments from
drug companies. The records
often conflict, sometimes starkly.

“After questioning about 20
doctors and research institutions,
it looks like problems with trans-
parency are everywhere,” Mr.
Grassley said. “The current sys-
tem for tracking financial rela-
tionships isn’t working.”

The findings suggest that uni-
versities are all but incapable of
policing their faculty’s conflicts of

Top Psychiatrist Didn’t Report
Drug Makers’ Pay, Files Show

Continued on Page A17

By PETER S. GOODMAN
The American economy lost

159,000 jobs in September, the
worst month of retrenchment in
five years, the government re-
ported on Friday, amplifying
fears that an already painful
downturn had entered a more se-
vere stage that could persist well
into next year.

Employment has diminished
for nine consecutive months,
eliminating 760,000 jobs, accord-
ing to the Labor Department’s re-
port. And that does not count the
traumatic events of recent
weeks, as a string of Wall Street
institutions collapsed, prompting
the $700 billion emergency res-
cue package approved by Con-
gress on Friday.

“It’s a dismal report, and the
worst thing about it is that it does
not reflect the recent seizure that

we’ve seen in the credit mar-
kets,” said Michael T. Darda,
chief economist at MKM Part-
ners, a research and trading firm
in Greenwich, Conn. “There’s
really nothing good about this re-
port at all. We’ve lost jobs in
nearly every area of the econ-
omy, and this is going to get
worse before it gets better be-
cause the credit markets have de-
teriorated basically on a daily ba-
sis for the last few weeks.”

Though the bailout may re-
store order to the financial sys-
tem and eventually filter through
the economy by making it easier
for businesses to secure capital,
few analysts expect it to swiftly
reverse the nation’s fortunes.
Housing prices continue to fall,
eroding household wealth just as 

159,000 Jobs Lost in September,
The Worst Month in Five Years

’08’07’06’05’04’03’02’01’00

–400

–300

–200

–100

0

+100

+200

+300

+400 Monthly change
in number of jobs

SEPT. 2008
–159,000 jobs

In thousands

Source: Bureau of Labor Statistics

THE NEW YORK TIMES

RECESSION

Continued on Page A13

STATE MAY NEED LOAN California
has warned the Treasury Depart-
ment that it may need a $7 billion
emergency loan. PAGE A10

MERGER FIGHT Citigroup and
Wells Fargo’s tug of war for con-
trol of Wachovia is turning into a
game of brinkmanship. PAGE C1

OBITUARIES C10 CLASSIFIED ADS B5 COMMERCIAL REAL ESTATE MARKETPLACE C9

John McCain enters the final month of
the campaign facing difficult hurdles
but with a clear strategy: sow doubts
about Barack Obama. PAGE A15

NATIONAL A10-17

McCain Displays Game Plan
A Chinese
dairy farmer
poured milk
from his cows
into a sewer
line. Farmers
say they too
are victims of
China’s wid-
ening tainted-
milk scandal.
PAGE A5

INTERNATIONAL A5-9

Milk Scandal Squeezes Farmers 
Campbell Brown of CNN has become
more assertive on her “Election Center”
program, saying she favors outspoken-
ness but not partisanship. PAGE B7

ARTS B7-17

Shift for CNN Anchor Bob Herbert PAGE A31

EDITORIAL, OP-ED A18-19

Fashion Week
In Paris
Runway slide
shows, videos, re-
views, T Maga-
zine’s Photos of
the Moment,
Cathy Horyn’s up-
dated blog and more.

nytimes.com/fashion

Gov. Sarah Palin, the Republican vice-
presidential candidate, has assets worth
over $1 million, newly released financial
documents indicate. PAGE A15

Palin Financial Records

A car bomb in the South Ossetian capital
of Tskhinvali killed seven Russian
peacekeepers and two others. PAGE A5

South Ossetia Blast Kills 9
In a city that loves a good political fight,
reaction to the mayor’s bid to overturn
term limits seems oddly tepid. PAGE B1

METRO B1-5

A Shortage of Umbrage

With no faith in an afterlife, why should
an agnostic fear death? On this 

simple ques-
tion, Julian
Barnes hangs
an elegant
memoir and
meditation,
full of a novel-
ist’s affection
for his charac-
ters. 
BOOK REVIEW
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‘Nothing to Be Frightened Of’

More Inside The Times.
PAGES A2-3 !

ONLINE

BAILOUT PLAN WINS APPROVAL;
DEMOCRATS VOW TIGHTER RULES

Ron Santo has been a witness and par-
ticipant in the Chicago Cubs’ luckless
history since 1960, but he still brims with
optimism. From the radio broadcast
booth, he has reflected the ups and
(mostly) downs of Cubs fans. “I think
I’ve personally become more popular as
a broadcaster, because I’m like they
are,” he said. PAGE D1

SPORTSSATURDAY D1-6

A Fan Favorite, a Favorite Fan
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By Barton Gellman
Washington Post Staff Writer

V ice President Cheney convened a meet-
ing in the Situation Room at 3 p.m. on
Wednesday, March 10, 2004, with just
one day left before the warrantless do-

mestic surveillance program was set to expire.
Around him were National Security Agency Di-
rector Michael V. Hayden, White House counsel
Alberto R. Gonzales and the Gang of Eight —
the four ranking members of the House and the
Senate, and the chairmen and vice chairmen of
the intelligence committees.

Even now, three months into a legal rebellion
at the Justice Department, President Bush was
nowhere in the picture. He was stumping in the
battleground state of Ohio, talking up the econo-
my.

With a nod from Cheney, Hayden walked

through the program’s vital mission. Gonzales
said top lawyers at the NSA and Justice had
green-lighted the program from the beginning.
Now Attorney General John D. Ashcroft was in
the hospital, and James B. Comey, Ashcroft’s
deputy, refused to certify that the surveillance
was legal.

That was misleading at best. Cheney and Gon-
zales knew that Comey spoke for Ashcroft as
well. They also knew, but chose not to mention,
that Jack L. Goldsmith, chief of the Office of Le-
gal Counsel at Justice, had been warning of ma-
jor legal problems for months.

More than three years later, Gonzales would
testify that there was “consensus in the room”
from the lawmakers, “who said, ‘Despite the rec-
ommendation of the deputy attorney general, go
forward with these very important intelligence 

Cheney Shielded Bush From Crisis

See CHENEY, A10, Col. 1

This is the
second of two

articles adapted
from “ANGLER:
The Cheney Vice

Presidency,”
which wil be

published
Tuesday by

Penguin Press.

ANGLER
The Cheney

Vice Presidency
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Weather

Today: Partly sunny.
High 88. Low 62.
Tuesday: Partly sunny.
High 74. Low 59. 

By Les Carpenter
Washington Post Staff Writer

On the floor of the great, sweltering stadium Jim
Zorn took congratulations. Wide receiver Santana
Moss reached over and shook his hand. Others of-
fered backslaps and for a moment the Washington
Redskins coach looked bewildered. What to do after
earning your first win as a head coach? Then as the
scoreboard clock wound down yesterday, a mass of
burgundy-helmeted players and cap-wearing coaches
pushed him to the middle of the field, toward the man
he had just beaten, New Orleans Saints Coach Sean
Payton, who enveloped him in a half embrace, leav-
ing Zorn’s hair disheveled and a silly smile on his
face.

“I don’t really know how to act,” Zorn said later,
laughing as he faced reporters and used words such
as “cool” and “tremendous” and “unbelievable” to de-
scribe key moments of Washington’s 29-24 victory
over New Orleans at FedEx Field. 

There is something boyish about the Redskins’ 55-
year-old coach that is vastly different from his prede-
cessor — the more stately Joe Gibbs — who seemed
to know exactly what do to after every one of his vic-

BY TONI L. SANDYS — THE WASHINGTON POST

Everyone goes home happy after rookie Chris
Horton’s fourth-quarter interception and the
Washington Redskins’ come-from-behind victory.

Zorn Savors
First Win, and
That’s No Act

See REDSKINS, A13, Col. 1

By Keith B. Richburg, 
Joel Achenbach and Jerry Markon
Washington Post Staff Writers

HOUSTON, Sept. 14 — The devastat-
ed Texas Gulf Coast began Sunday to as-
sess the scope of the impact of Hurricane
Ike, finding that the massive storm
washed away homes and knocked out
power to millions, but did not cause the
catastrophic loss of life that federal and
state authorities had feared.

The damage from the 600-mile-wide

the storm moved north. Federal officials
said there were no reports of major dam-
age to the region’s critical oil, gas and pet-
rochemical installations.

“Hurricane Ike threw us a hard punch,
but it did not dent our spirit,” Texas Gov.
Rick Perry said as he urged the more than
1 million people who did evacuate to stay
away for another week. While Perry said
the damage was “monumental,” he
stressed that the state would recover.

hurricane was extensive, with flooding
and debris spread from Freeport to Port
Arthur. Nearly 2,000 people were rescued
from flooded homes and elsewhere in the
Galveston area, and more than 2 million
remained without power statewide.

Yet the number of deaths from the hur-
ricane’s driving rains and 100 mph winds
was reported to be 11 — seven people in
Texas and four in Louisiana — even
though thousands ignored orders to evac-
uate. By late Sunday, there were reports
of 10 additional deaths in other states as

BY JAHI CHIKWENDIU — THE WASHINGTON POST

An aerial view of the destruction caused by Hurricane Ike along Bolivar Peninsula, a strip of coast just north of Galveston Island. Ike hit Texas as a Category 2 storm Saturday. 

Along Texas Coast, ‘Monumental’ Damage

See IKE, A8, Col. 1

More Pain at the Pump
Gas prices soared for the
second day as Hurricane Ike
damaged oil platforms. A9

Desolate Galveston
As rescuers search the trashed
island, buses move nearly
1,000 people inland. A8

COVERAGE INSIDE

CAMPAIGN 2008

By Dan Balz and Peter Slevin
Washington Post Staff Writers

When the general election began a few months
ago, Barack Obama’s advisers talked optimistical-
ly about dramatically redrawing the electoral map.
Their optimism remains, but as the campaign
heads into its final 50 days, strategists for both
parties say the election is likely to be decided on
mostly familiar ground.

As in the past two campaigns, four big states —
Pennsylvania, Michigan, Ohio and Florida — are
expected to dominate the attention of the candi-
dates. Democrats won the first two in both 2000
and 2004; Republicans won the other two both
times.

Additionally, there will be battles in a group of
smaller states now seen by the campaigns as most
vulnerable to shifting sides. Five states that went
for President Bush in 2004 are now high on the list
of potential Obama states: Iowa, New Mexico,
Colorado, Nevada and Virginia. Two states that
went for Sen. John F. Kerry are top targets of Mc-
Cain’s campaign: Wisconsin and New Hampshire.

Both candidates brought their campaigns to 

Familiar Ground
May Be Election’s 
Deciding Factor

See BATTLEGROUNDS, A4, Col. 1

THOMAS BOSWELL: Rookie head coach Jim
Zorn gets important first victory. E1

MIKE WISE: Quarterback Jason Campbell
puts criticism to rest, at least for now. E1

CHAT ONLINE: Live discussion with
columnist Michael Wilbon at 1:30 p.m.
www.washingtonpost.com/sports

COVERAGE INSIDE

K Va. officials order 200,000 extra voter
forms as registration deadline nears. | B1 

REDSKINS 29,
SAINTS 24

THE WORLD
In Russia, Fears of Media Repression
The Kremlin tightens its grip on news
coverage after the war with Georgia, to
the dismay of many. A14

METRO
Va. Crash Still Under Investigation
Prince William police release details on
the events leading up to abducted
Alexandria woman’s death. B1

STYLE
Opera: A Change-Up at the Ballpark
The Washington National Opera
launches first live simulcast from the
Kennedy Center to Nationals Park. C1

WASHINGTON BUSINESS
Networking Fuels Political Donations
Local bundlers, business owners who
persuade associates to give money to
candidates, are strong fundraisers. D1

INSIDE

By Heather Landy and Neil Irwin
Washington Post Staff Writers

NEW YORK, Sept. 14 — Lehman Brothers
planned early this morning to file for bankruptcy, be-
coming the largest financial firm to fail in the global
credit crisis, after federal officials refused to help oth-
er companies buy the venerable investment bank by
putting up taxpayer money as a guarantee.

The failure of the fourth largest investment firm of-
fers a profound test of the global financial system, and
government and private officials were bracing Sun-
day night for an upheaval in a range of financial mar-
kets that have never before experienced the bank-
ruptcy of such a large player. To keep cash flowing
normally through these markets, the Federal Reserve
announced new lending procedures, while ten major
banks combined to create a new $70 billion fund.

Massive Shifts on Wall St.
LEHMAN BROTHERS

Troubled Investment Bank
To File for Bankruptcy

See LEHMAN, A12, Col. 1

By Neil Irwin and David Cho
Washington Post Staff Writers

The U.S. financial system this weekend faced its
gravest crisis in modern times, as regulators resort-
ed to triage on Wall Street to contain the spreading
damage from a meltdown in the housing and mort-
gage market.

Two of the world’s biggest investment banks,
Merrill Lynch and Lehman Brothers, appeared al-
most certain to disappear, Merrill into the arms of
banking behemoth Bank of America and Lehman
into bankruptcy. American International Group,
once the country’s largest insurer, was seeking a fi-
nancial lifeline. This came just seven days after the
government took over housing finance giants Fan-
nie Mae and Freddie Mac.

For all the drama of the weekend, these were the 

SYSTEM IN CRISIS

A New Architecture
For the Financial World

See ARCHITECTURE, A12, Col. 4

By Binyamin Appelbaum and Zachary A. Goldfarb
Washington Post Staff Writers

Bank of America struck a $50 billion deal yester-
day to buy Merrill Lynch, a merger that will unite the
nation’s largest consumer bank with one of its most
celebrated investment banking firms, according to
sources familiar with the negotiations.

Both boards approved the deal and it was being re-
viewed by lawyers late last night, the sources said.
Bank of America will pay about $29 for each share of
Merrill Lynch stock, which closed at $17.05 on Fri-
day. A formal announcement is expected this morn-
ing.

The acquisition came at the end of an historic
weekend in New York. Senior federal officials and
Wall Street executives cloistered themselves at the
Federal Reserve Bank of New York and urgently dis-

MERRILL LYNCH

Weekend Merger Struck
With Bank of America

See MERGER, A13, Col. 1

K Q-and-A: Advice for average investors and homeowners. | A13 K No ‘golden parachutes’ for ex-CEOs of Fannie and Freddie. | A12 
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Weather

Today: Mostly sunny.
High 78. Low 55.
Friday: Sunny.
High 71. Low 57.

THE NATION
GAO Report Faults Relief Charities
A large-scale disaster in a major city
would “overwhelm” groups such as the
American Red Cross, whose roles are
not clearly defined by FEMA. A18

THE WORLD
Israeli Foreign Minister Wins Vote
Tzipi Livni handily takes over the
leadership of the Kadima party, giving
her a chance to become Israel’s first
female prime minister in 34 years. A13

Bomb Materials Linked to Iran
A federal grand jury issues indictments
in a conspiracy to ship dual-purpose
U.S. electronics for use in roadside
bombs against American soldiers. A16

THE REGION
Virginia Celebrates Montpelier
Descendants of President James
Madison and of the slaves who lived on
his plantation participate in the event
marking the five-year, $24 million
restoration of the mansion. B1

D.C. Asks Feds for Tax Scam Details
Officials want to be sure that no
accomplices of ringleader Harriette
Walters, who embezzled $48 million,
are still working for the city. B1

SPORTS
Surgery Sidelines Gilbert Arenas
The Washington Wizards will start the
NBA season without their all-star
guard, who undergoes a third
operation on his left knee. E1

HOME
Made for the Shade
There’s a wide variety, from simple to
splendid, of tents and canopies for cool
comfort in your back yard. H1
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By Dan Morse
Washington Post Staff Writer

For the Wolmans and the Rubins, it was
the highlight of the week, a ritual double
date that connected them to the rhythms of
life outside the Leisure World retirement
community.

Every Saturday, they would climb into a
gold Buick LaSabre and travel four miles to
Rockville’s Baronessa Italian restaurant for
the early-bird special.

David Wolman, who at 96 was the only
one still driving after dark, would be behind
the wheel. Beside him would be Libby Ru-
bin, 92. In the back would be Eunice Wolman
and Max Rubin, both 92.

Last Saturday, as they did every week, the
foursome headed to Table 23 in the back of
the restaurant, near a painting of Venice.
Wolman and Rubin helped their wives into
their chairs, a difficult feat for Rubin, given

his cane and her walker, and one he executed
slowly but with determination.

After dinner, returning to the Silver
Spring retirement community, Wolman’s
Buick veered off Norbeck Road and struck a
tree, killing Eunice Wolman and Max Rubin.

The crash left the two survivors, now a
widower and a widow, in intensive care.

David Wolman was admitted to Suburban
Hospital in Bethesda with a cracked sternum
and broken ribs. Libby Rubin was at Wash-
ington Hospital Center in the District with a
broken pelvis, rib and thumb. Eunice Wol-
man and Max Rubin were dead

They weren’t at their spouses’ funerals,
Rubin’s on Tuesday and Wolman’s yesterday,
at Judean Memorial Chapel, about a mile
from Leisure World.

“My parents so enjoyed their special Sat-
urday evenings with the Rubins,” Anne Gel-

FAMILY PHOTOS

David and Eunice Wolman, left, and Libby and Max Rubin had dinner together every Saturday.
A car crash on their way home last weekend killed Eunice Wolman and Max Rubin, both 92.

A Final Dinner for Four Friends
After a Crash, a Widow and a Widower Remain

See COUPLES, A18, Col. 1

By Mary Pat Flaherty
Washington Post Staff Writer

Faced with a surge in voter registra-
tions leading up to Nov. 4, election officials
across the country are bracing for long
lines, equipment failures and confusion
over polling procedures that could cost
thousands the chance to cast a ballot.

The crush of voters will strain a system
already in the midst of transformation,
with jurisdictions introducing new ma-
chines and rules to avoid the catastrophe
of the deadlocked 2000 election and the
lingering controversy over the 2004 out-
come. Even within the past few months,
cities and counties have revamped their

processes: Nine million voters, including
many in the battleground states of Ohio,
Florida and Colorado, will use equipment
that has changed since March.

But the widespread changes meant to
reassure the public have also increased the
potential for trouble. 

“You change systems and throw in lots
of new voters, and you can plan to be up
the proverbial creek,” said Kimball Brace,
president of Election Data Services, a con-
sulting firm that has tracked the voting
changes.

Since Congress passed the Help Amer-
ica Vote Act six years ago, $3 billion in fed-

High Turnout, New Procedures
May Mean an Election Day Mess

See VOTING, A6, Col. 1

By Ellen Knickmeyer
Washington Post Foreign Service

SANAA, Yemen, Sept. 17 — Attackers
used vehicle bombs, rocket-propelled gre-
nades and automatic weapons to mount a
coordinated assault on the U.S. Embassy
here Wednesday, leaving 10 guards and
civilians dead outside the main gate but
failing to breach the walled compound.
No Americans were killed.

Yemeni officials and experts on al-
Qaeda said an aggressive new generation
of the group’s leaders in Yemen was re-
sponsible for the assault, the deadliest at-

tack on a U.S. target in this country since
the 2000 bombing of the USS Cole. Yeme-
ni security forces have begun to pursue
al-Qaeda fighters more vigorously this
summer, following years of complaints by
U.S. officials that the government was
not fulfilling promises to counter the
group.

“The attack on the U.S. Embassy was
retaliation by al-Qaeda for the measures
taken by the government to fight the ter-
rorists,” said Foreign Minister Abou
Bakr al-Qurbi, according to a statement.

Attack Against U.S. Embassy
In Yemen Blamed on Al-Qaeda

See YEMEN, A14, Col. 1

By Neil Irwin and David Cho
Washington Post Staff Writers

The flow of money through crit-
ical parts of the financial system all
but stopped yesterday, prompting
the stock market to plunge again as
banks lost faith in one another and
investors rushed to U.S. govern-
ment securities to protect their sav-
ings.

Goldman Sachs and Morgan
Stanley, the only major investment
banks still standing amid the wreck-
age of Wall Street’s old order, tot-
tered.

In one of the most tumultuous
days ever for financial markets, the
Dow Jones industrial average fell
449 points, or 4 percent, and so
much money fled into safe U.S. debt
that buyers were at one point will-
ing to accept interest rates for Trea-

sury bills of only 0.2 percent, the
lowest since World War II. 

The financial toll continued to
mount despite a series of escalating
steps taken by the government in
recent weeks. As one investment
bank failed Sunday and another was
taken over, the Federal Reserve
loosened its lending to troubled in-
stitutions. Then, in its most dra-
matic step yet, the government on
Tuesday took over the enormous in-
surance company American Inter-
national Group and extended it an
$85 billion emergency loan. None of
these measures succeeded in stop-
ping the accelerating troubles.

Investors “are worried there is a
lot more out there,” said Robert
MacIntosh, chief economist for Ea-
ton Vance Management in Boston. 

Markets in Disarray as Lending Locks Up 

BY RICHARD DREW — ASSOCIATED PRESS

Trader Christopher Crotty at the New York Stock Exchange. The Dow Jones industrials lost 4 percent.

Federal Intervention Fails to Stem
Crisis of Confidence on Wall St.

See BANKS, A12, Col. 1

By Steven Pearlstein
Washington Post Staff Writer

You know you’re in a heap of trou-
ble when the lender of last resort
suddenly runs out of money.

Having pumped $100 billion into
the banking system and lent $115
billion more to rescue Bear Stearns
and AIG, the Federal Reserve was
forced to ask the Treasury yesterday
to borrow some extra money to re-
plenish its coffers. If there was any
good news in that, it was that in-
vestors here and abroad were eager
to help out, having decided that the
only safe place to put their money is
in U.S. government securities. In-
deed, demand was so brisk at one
point yesterday that, for an investor,
the effective yield on a three-month
Treasury bill was driven below zero,

once the broker’s fee was figured in. 
This is what a Category 4 finan-

cial crisis looks like. Giant blue-chip
financial institutions swept away in a
matter of days. Banks refusing to
lend to other banks. Russia closing
its stock market to stop the panicked
selling. Gold soaring $70 in a single
trading session. Developing coun-
tries’ currencies in a free fall. Money-
market funds warning they might
not be able to return every dollar in-
vested. Daily swings of three, four,
five hundred points in the Dow
Jones industrial average. 

What we are witnessing may be
the greatest destruction of financial
wealth that the world has ever seen
— paper losses measured in the tril-
lions of dollars. Corporate wealth. 

ANALYSIS

Scrambling to Clean Up After
A Category 4 Financial Storm

See PEARLSTEIN, A10, Col. 4

By Lori Montgomery
Washington Post Staff Writer

The frenetic pace of the financial crisis
has forced the Treasury Department and
Federal Reserve to make rapid-fire deci-
sions in recent days, leaving Capitol Hill
lawmakers effectively impotent — and
frustrated.

Lawmakers on both sides of the aisle ex-
pressed concern yesterday that they have
had no control over when and how federal
money has been used to curb the panic on
Wall Street. While many have been con-
vinced that the moves so far have been nec-
essary to prevent a wider financial melt-
down, they said they felt confined to the
sidelines as power to make momentous de-
cisions has been concentrated in very few
hands. 

House Speaker Nancy Pelosi (D-Calif.)
said she has dispatched Rep. Barney Frank
(D-Mass.), chairman of the House Finan-
cial Services Committee, to determine
whether Federal Reserve Chairman Ben S.
Bernanke should retain authority to unilat-
erally bail out failing firms, as he did Tues-
day with a loan of $85 billion to insurance
giant American International Group.

Congressional leaders learned of the
rescue late Tuesday during a hastily called
meeting in the Capitol with Bernanke and
Treasury Secretary Henry M. Paulson Jr.,
who explained the deal after it was done. 

“My instincts and my gut tell me they
made the wrong move. But I don’t have all
the information they do,” said Rep. Paul D.
Ryan (R-Wis.), the senior Republican on
the House Budget Committee, who yester-
day fielded furious calls from constituents.
“People are angry because they see this as
their tax dollars bailing out Wall Street
speculators. And in some cases, it is.”

Paulson and Bernanke have taken the
lead not only from lawmakers but from
President Bush. Bush has left direct man-

ON CAPITOL HILL

Lawmakers Left
On the Sidelines
As Fed, Treasury
Take Swift Action

See CONGRESS, A10, Col. 1

RUSSIA HALTS TRADING AGAIN
A $45 billion loan from the
Kremlin to the three largest banks
does not ease fears. A10

ART OF ASKING IN DOWN TIMES
Arts foundations are also nervous
about the financial futures of their
benefactors. C1 

LOSSES EXTEND REACH
Troubles are hitting
money-market funds, and
investors are fleeing. D1

AIG BAILOUT’S COST
Some analysts say taxpayers
will absorb losses, while others
say it can be revived. D1

SOARING GOLD PRICES 

metal as a safe haven for their
money. D1
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COVERAGE
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Weather

Today: Mostly sunny. 
High 74. Low 57.
Saturday: Mostly sunny. 
High 75. Low 56.

By Shailagh Murray 
and Paul Kane
Washington Post Staff Writers

Like many of her Republican col-
leagues concerned about their reelec-
tion prospects, Sen. Elizabeth Dole of
North Carolina skipped the party’s na-
tional convention to focus on campaign-
ing back home. But even in her absence,
the gathering may have given her bid for
a return to office its biggest boost yet.

Volunteers began showing up at GOP
campaign offices at quadruple the pre-
convention pace, many of them conser-
vatives who were lukewarm to presi-
dential nominee John McCain but ec-
static about his running mate, Alaska
Gov. Sarah Palin. Their enthusiasm
could be Dole’s saving grace on Nov. 4.

“We have to move out of here and
take on this fight big-time,” Dole said at
a GOP dinner in North Carolina earlier
this month, acknowledging, “We’re in a
very tough cycle.”

After months of fundraising dol-
drums, recruitment misfires and daunt-
ing polls, Republicans believe they are
finally on the rebound in the battle for
Congress. Both sides concede that the
GOP stands almost no chance of taking
back the House or Senate in November,
but party leaders think the Palin factor
and an increasingly competitive fight for
the White House have generated enthu-
siasm and momentum that could limit
GOP losses to only a few Senate seats
and perhaps fewer than a dozen House
seats.

As evidence of the jolt provided to the
party base by the Republican conven-

GOP Sees
Rebound in
Battle for
Congress
Party Hopes Momentum
Will Help Limit Losses

See SENATE, A6, Col. 1

By David Brown
Washington Post Staff Writer

Courses in epidemiology, public
health and global health — three sub-
jects that were not offered by most col-
leges a generation ago — are hot class-
es on campuses these days. 

They are drawing undergraduates to
lecture halls in record numbers,
prompting a scramble by colleges to
hire faculty and import ready-made
courses. Schools that have taught the
subjects for years have expanded their
offerings in response to surging de-
mand. 

At Johns Hopkins, which has offered
an undergraduate major in “public
health studies” since 1976, there were
159 students studying the field 10 years
ago; this year, there are 311 majors. At
the College of William and Mary, a
freshman seminar called “Emerging
Diseases” is so popular that it is offered
in two sections each semester. “It fills
up instantly,” said Beverly Sher, the im-
munologist who teaches it.

“We see exponential growth going
on in the interest in these subjects,”
said Richard Riegelman, an epidemiol-
ogist and chief voice of the Educated
Citizen and Public Health Initiative,
which was put together two years ago
by several higher education organiza-
tions and advocates undergraduate
study of public health. 

That group argues that the subject is
essential knowledge in the flattened,
crowded and worried world of the 21st

For a Global
Generation,
Public Health
Is a Hot Field

See HEALTH, A8, Col. 4

By David Cho and Neil Irwin
Washington Post Staff Writers

The response to the gravest finan-
cial crisis in generations has been
engineered to a remarkable de-
gree by a committee of three.

From the rescue of Bear Stearns to the
takeovers of Fannie Mae, Freddie Mac and
American International Group, all the key
decisions have been made by Treasury
Secretary Henry M. Paulson Jr., Federal
Reserve Chairman Ben S. Bernanke and
Timothy F. Geithner, the president of the
Federal Reserve Bank of New York.

It is this unusual collaboration among a
consummate dealmaker, a professor and a
seasoned public servant that could deter-
mine how the nation weathers the most
profound threat to its economy in modern
times. Despite their disparate back-
grounds, the three men have formed a
close, informal partnership built on rapid-

fire phone calls and open debate that
breaks the mold of Washington policymak-
ing.

As they chart a government response to
the crisis, the stakes could hardly be high-
er. If they succeed, they could tame the
economic downturn and orchestrate a re-
structuring of Wall Street with minimal
collateral damage. If they fail, the toll
could be millions of jobs, trillions of dol-
lars in lost wealth and a crisis of confi-
dence in global capitalism.

Paulson, Bernanke and Geithner spent
most of their careers in different worlds.
They barely knew one another before be-
ginning their current jobs and still rarely
socialize — though they have spent more
time working together in recent months
than with their wives.

Paulson, 62, is an investment banker
who rose through the ranks of Goldman

THE INSIDERS

In Crucible of Crisis, Paulson, Bernanke,
Geithner Forge a Committee of Three

See INSIDERS, A11, Col. 1

By Glenn Kessler
Washington Post Staff Writer

The rampaging credit crisis continued to
roil the world’s markets yesterday, but in a
week of steep downdrafts, U.S. stock prices
rallied on news of the government efforts to
shore up the global financial system.

The respite came despite ominous signs
that the markets remained remarkably un-
stable. Investors on Tuesday withdrew near-
ly $80 billion from money-market funds —
long viewed as among the safest of in-
vestments — and some firms took the dra-
matic step of shutting down their funds at a
loss to investors. Morgan Stanley, one of the
two remaining independent investment
banks, continued to flirt with selling a huge
stake to a Chinese investor or agreeing to an
outright sale.

Throughout the day, governments around
the world worked to contain the crisis. In the
morning, the Federal Reserve and central
banks in Europe, Japan and Canada teamed
up to inject as much as $180 billion into glob-
al markets to ease the cash crunch. Later,
regulators here and in London took steps to
crack down on trading tactics that have ham-

WALL STREET

Despite Late Surge,
Markets Still Show
Signs of Instability

See WALL STREET, A12, Col. 4

On the Line: The U.S. government — through the Federal Reserve and the Treasury — 
has already committed billions of dollars in financing for rescue plans this year. The 
tally may rise as a “more permanent” solution to the credit crisis is sought.

SOURCE: Federal Reserve, as of Sept. 17

FEDERAL RESERVE

Putting the amounts in perspective: Federal budget  $2.9 trillion  |  Market value of Exxon Mobil, the largest U.S. company  $403.8 billion  |  District of Columbia budget $9.7 billion 

U.S. TREASURY

Loans to banks

Loans to 
investment

banksLoan to AIG

+ $60
billion

$29
billion

$85
billion

$183
billion

What’s Committed

What’s Left to Try
ª Lower interest rates
ª Inject more cash 
into the markets
ª Expand the money 
supply

What Might be at Risk
Total liability for firms 
the government has 
backed — like Fannie, 
Freddie and AIG — are 
unknown.

Through other agencies, the 
government has committed 
to support other businesses, 
for example, FDIC-insured 
bank deposits. 

Committed to buy Fannie Mae, 
Freddie Mac stock 

Up to $200 billion

Financing
J.P. Morgan Chase 
to buy Bear Stearns

$621 billion remaining

Federal Reserve balance: $978 billion

K Sarah Palin leverages her
appeal to govern Alaska. | A4

K Virginia Senate candidates
hold debate in McLean. | Metro 

By Binyamin Appelbaum
and Lori Montgomery
Washington Post Staff Writers

The Bush administration is urgently pre-
paring a massive intervention to revive the
U.S. financial system, including a plan to
sweep away the unpaid loans that are chok-
ing banks and blocking the flow of money to
borrowers.

Congressional leaders gave bipartisan
support to the administration’s efforts after
a meeting last night with Treasury Secretary
Henry M. Paulson Jr. and Federal Reserve
Chairman Ben S. Bernanke. 

Paulson and Bernanke presented a “chill-
ing” picture of the state of the financial sys-
tem, according to a participant in the meet-
ing who spoke on condition of anonymity.
Lawmakers were told that the consequences
would be grave if they failed to pass legisla-
tion by the end of next week. Sen. Harry
Reid (D-Nev.) and Rep. Nancy Pelosi (D-
Calif.) committed to meeting that deadline.

The plan involves using hundreds of bil-
lions of dollars in government funding to
buy bad loans, leaving banks with more
money and fewer problems, according to
two sources familiar with what was said at
the meeting.

Citing Grave Financial Threats,
Officials Ready Massive Rescue

BY LAUREN VICTORIA BURKE — ASSOCIATED PRESS

Treasury Secretary Henry Paulson announces the government’s intentions with House Speaker Nancy Pelosi and Fed Chairman Ben Bernanke. 

Lawmakers Work
With Fed, Treasury
To Try to Restore
The Flow of Money

See FINANCE, A10, Col. 1

THE WORLD
China Confronts Milk Scandal
The Chinese government, in an
attempt to avoid blame, is
offering money to victims of the
tainted milk and allowing them
to speak out publicly. A13

Yemen Toll Rises: American
woman is among 11 victims. A16

THE REGION
District in Red on Stadium
The Nationals Ballpark will
come up short in tax revenue,
and the Lerner family is still
$3.5 million behind in rent. B1

Chaos in Prince William: Three
schools locked down as police
search for homicide suspect. B1

WEEKEND
The Dating Game
Our new feature, “On Dating,” is
a guide for singles trying to
navigate the field.

New at the Movies: “Ghost
Town,” a romantic comedy, and
the thriller “Lakeview Terrace.” 

SPORTS
Virginia Dismisses QB »
Peter Lalich of Springfield, who
started the first two games, is
kicked off the team for drink-
ing alcohol on probation. E1

‘Make More Putts’: The U.S.
team, without Tiger Woods,
pursues the Ryder Cup. E1
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“This rescue effort is not aimed
at preserving any individual

company or industry. It is aimed
at preserving America’s overall
economy. . . . It will help send a

signal to markets around the
world that America’s financial

system is back on track.”
George W. Bush

“I think there’s no reason why
we can’t be constructive
in helping to solve this

problem and also tell the
American people what
we believe, and where
we stand, and where

we want to take the country.”
Barack Obama

“I am calling on the president
to convene a meeting
with the leadership

from both houses of Congress,
including Senator Obama and

myself. It is time for both
parties to come together
to solve this problem.”

John McCain 

By Lori Montgomery and Paul Kane
Washington Post Staff Writers

President Bush said yesterday that the credit cri-
sis that has seized world markets could devastate
the U.S. economy unless Congress acts quickly to
approve a $700 billion bailout plan for the nation’s
financial system, a message aimed at reluctant law-
makers as much as a deeply skeptical public.

“Our entire economy is in danger,” Bush said in
an address from the White House, emphasizing
that the massive bailout was not targeted at “any
individual company or industry. It is aimed at pre-
serving America’s overall economy.”

Warning that “America could slip into a financial
panic,” Bush blamed the crisis on “easy credit” in
the housing market and “the faulty assumption
that home values would continue to rise.” As mort-
gage loans went bad and borrowers defaulted, he
said, investors have succumbed to a “widespread
loss of confidence” that threatens to shut down
consumer lending, decimate the stock market,
cause businesses and banks to fail — and cost mil-
lions of Americans their jobs.

“Ultimately, our country could experience a long
and painful recession,” Bush said. “Fellow citizens,
we must not let this happen.” 

Bush delivered the prime-time speech, his first
in over a year, after a clamor on Capitol Hill for him
to acknowledge the most serious financial crisis in
decades and to personally make the case for the
government intervention his administration has
proposed.

Five days after unveiling the bailout plan, which 

See BUSH, A11, Col. 1

THE BAILOUT: Proposal Takes Shape
In Congress, but Broad Support Is Lacking 

Bush Calls Bailout Vital to Economy,
Will Meet With McCain and Obama 

BY LINDA DAVIDSON — THE WASHINGTON POST

Stage technicians prepare for the first presidential debate, scheduled to be held at the University of Mississippi tomorrow.

BY GERALD HERBERT — ASSOCIATED PRESS BY CHRIS CARLSON — ASSOCIATED PRESS WHITE HOUSE TELEVISION VIA REUTERS
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Weather

Today: Rain, windy.
High 66. Low 59.
Friday: Cloudy, rain.
High 70. Low 62. 

THEIR GREATEST
ASSET IS TRUST 
Columnist Marc Fisher
finds a street where
businesses have always
played by the rules. B1

JUMPING BACK 
INTO THE MARKET
A few big investors are

it a sign of recovery, or
just opportunism? D1

WHO COULD LEAD
THE TREASURY?
The person who
replaces Paulson will
have broad powers to
spend $700 billion. D1

A WARNING FROM
THE FED CHIEF
Bernanke tells why he
believes the bailout is
urgent, sees signs the
crisis may spread. D1

The Financial Crisis: Complete Coverage

By Steven Mufson and Anthony Faiola
Washington Post Staff Writers

As the world watched Congress struggle yester-
day with a plan to bail out the U.S. financial system,
foreign leaders balked at similar fixes for their own
economies, a few even dismissing the credit melt-
down as an American problem. Some foreign in-
vestors who had previously provided crucial in-
jections of capital remained on the sidelines.

Senior U.S. officials, notably Treasury Secretary
Henry M. Paulson Jr., have in recent days urged the
leaders of other industrialized countries to help prop
the global financial system. But the appeals have fall-
en short. While policymakers and economic analysts
in Europe and Latin America said yesterday that
they recognized the severity of the challenge facing
the global financial system, they saw little need at the
moment for major rescue packages in their own
countries.

“The situation we face here in Europe is less acute,
and member states do not at this point consider that
a U.S.-style plan is needed,” said Joaquín Almunia,
the European Commissioner for Economic and Mon-
etary Policy in Brussels.

Meanwhile, the sovereign wealth funds of Asian
and oil-rich Middle Eastern nations, which have
come to the rescue of U.S. firms before only to see
these investments erode, showed little interest in
taking a similar gamble.

“We are not responsible for saving foreign banks,”
said Badr al-Saad, managing director of the Kuwait
Investment Authority, in remarks broadcast by al-
Arabiya satellite television Tuesday. “This is the duty

THE WORLD VIEW

U.S. Appeals Abroad
Fall Flat as Leaders
See No Crisis at Home

See GLOBAL, A12, Col. 1

By Robert Barnes
Washington Post Staff Writer

Sens. John McCain and Barack Obama will aban-
don the campaign trail today for a bipartisan meeting
at the White House, as the financial crisis gripping
the nation roils the presidential race and leaves the
first debate between the nominees in limbo.

Obama agreed to the meeting after a phone call
yesterday evening from President Bush, the finale of
a remarkable day in which McCain tried to change
the dynamics of the race by announcing that he
would “suspend” his campaign until the crisis is
solved and called on Obama to do the same.

With the economy moving squarely to the fore-
front of Americans’ concerns and polls showing that
voters trust Obama more than McCain to fix it, the
Republican nominee made what he hoped would be a
game-changing gambit yesterday: leave the cam-
paign trail, delay tomorrow’s debate and call for Oba-
ma to join him in trying to fashion an alternative to
the Bush administration’s $700 billion bailout of
Wall Street before financial markets open on Monday
morning.

“I am calling on the president to convene a meet-
ing with the leadership from both houses of Con-
gress, including Senator Obama and myself,” Mc-
Cain said in a hastily arranged appearance in New
York, during which he declined to answer reporters’
questions. “It is time for both parties to come togeth-
er to solve this problem.”

His aides said he was unilaterally pulling his cam-
paign ads and ceasing fundraising activities.

Obama initially resisted the idea of returning to 

See CAMPAIGN, A10, Col. 1

THE CAMPAIGNS: First Debate’s Fate Unclear
As Obama Resists McCain’s Call to Postpone 

By Dan Balz
Washington Post Staff Writer

NEW YORK, Sept. 24 — John McCain is a gam-
bler by nature, and the bet he placed Wednesday
may be among the biggest of his political life.

The Republican presidential nominee is hoping
that his abrupt decision to suspend campaigning,
seek a delay of Friday’s debate with Democrat Ba-
rack Obama, and return to Washington to help prod
negotiations over a financial rescue package will be
seen as the kind of country-first, bipartisan leader-
ship he believes Americans want.

What he risks, if things don’t go as he hopes, is a
judgment by voters that his move was a reckless act
by an impetuous and struggling politician that hard-
ened partisan lines in Washington at just the wrong
moment and complicated efforts to deal with the
biggest financial crisis in more than half a century.

McCain laid out his rationale in stark terms, say-
ing that the economy is in crisis and that he does not
believe the package now on the table in Washington
can win enough votes to pass. “Americans across
our country lament the fact that partisan divisions
in Washington have prevented us from addressing
our national challenges,” he said here in New York.
“Now is our chance to come together to prove that
Washington is once again capable of leading this
country.”

In the heated atmosphere of Wednesday after-
noon, as the two campaigns plotted and maneu-
vered around each other, it was impossible to know
what the ultimate verdict would be on McCain’s sur-
prise decision. He managed once again, at least in 

ANALYSIS

Selfless or Reckless?
McCain Gambles
On Voters’ Verdict

See ANALYSIS, A10, Col. 1

By Amit R. Paley
and Ernesto Londoño
Washington Post Foreign Service

BAGHDAD — The Iraqi Red
Crescent, the country’s leading
humanitarian organization, has
been crippled by allegations of
embezzlement and mismanage-
ment, including what Iraqi offi-
cials call the inappropriate expen-
diture of more than $1 million on
Washington lobbying firms in an
unsuccessful effort to win U.S.
funding.

The group’s former president,
Said I. Hakki, an Iraqi American

urologist recruited by Bush ad-
ministration officials to resusci-
tate Iraq’s health-care system, left
the country this summer after the
issuance of arrest warrants for
him and his deputies. He and his
aides deny the allegations and call
them politically motivated.

The Red Crescent oversees the
largest humanitarian operation in
the country, with thousands of
employees and an annual budget
of $60 million funded in large part
by the Iraqi government. The
group has ceased nearly all its hu-
manitarian work in recent months
after the government froze its as-

sets. The agency, which distribut-
ed more than 35,000 emergency
food packages in June, handed out
just 2,000 in July.

The crisis at the Red Crescent
— detailed in interviews, internal
agency documents and investiga-
tive reports — illustrates many of
the challenges Iraq faces as its
leaders seek to assert more con-
trol over security, reconstruction
and humanitarian work. Iraqi offi-
cials point to Hakki and other for-
mer exiles brought to Iraq by the
U.S. government as one reason 

Iraqi Red Crescent Paralyzed by Allegations

See RED CRESCENT, A14, Col. 1
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Fundamentals
Expand in Milan
Fashion designers
strive to be modern in
a world that demands
more diversity. C1

Katrina Survivors 
Tell Their Tales
“Trouble the Water,” a
documentary about
Katrina, contains
camera footage taken
by two victims. C1

THE WORLD

N. Korea to Resume
Nuclear Processing
The country will
restart facility and is
banning international
inspectors. A13

METRO

I-395 Gunman’s
Wife Found Slain
Body found at the
home of a motorist
who shot an officer
and killed himself. B1

SPORTS

For NASCAR,
Traffic Is Light
Racing promotes
itself as it battles low
fan attendance in a
bad economy. E1

HOME

E-Decorating Proves
Cost-Efficient
Web-based interior
designers grow and
click with budget-
conscious clients. H1

NASA AT 50: WHERE DO WE GO NOW?
AFTER HALF A CENTURY OF EXPLORATION, THERE’S STILL SO MUCH LEFT TO DISCOVER. » SPECIAL SECTION
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By Michael D. Shear
and Shailagh Murray
Washington Post Staff Writers

OXFORD, Miss., Sept. 26 — Sen. Barack
Obama sharply criticized Sen. John Mc-
Cain’s judgment on the war in Iraq, repeated-
ly telling his presidential rival “you were
wrong” to rush the nation into battle, direct-
ly challenging the Republican nominee on
foreign policy as the two met in their first de-
bate of the general-election season.

McCain aggressively pushed back, accus-
ing Obama of failing to understand that a new
approach employed by Gen. David H. Pe-
traeus in Iraq would lead to victory and mock-
ing him as naive for his willingness to meet
with some of the world’s most brutal leaders.

With 40 days remaining before Election
Day and the U.S. economy teetering, the two
clashed on taxes, energy policy, Russian ag-
gression in Georgia and the threat posed by
Iran. Neither made a serious mistake in an
encounter that capped one of the most chaot-
ic weeks of the campaign, nor was either able
to claim a decisive victory.

The debate itself almost did not happen.
McCain’s dramatic mid-week announcement
that he was suspending his campaign to focus
on the nation’s financial crisis left the face-off
in limbo as both candidates rushed back to
Washington on Thursday and plunged them-
selves into the acrimonious negotiations over
a $700 billion economic bailout.

On Friday, McCain reversed his pledge to 

In First Debate, Candidates Quarrel
On Iraq, Express Optimism for Bailout 

POOL PHOTO BY CHIP SOMODEVILLA 

Before moderator Jim Lehrer at the University of Mississippi, Sens. Barack Obama and John McCain sparred over the wars in Iraq and Afghanistan, and the fight against terrorism in Pakistan.

Obama Ridicules
Support for War;
McCain Faults 
Criticism of ‘Surge’ 

See DEBATE, A9, Col. 1
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METRO
Hispanics’ Privacy Compromised
City of Manassas school officials admit
they gave municipal investigators
personal data about some students. B1

STYLE
A High-End Label Low on Sizzle
At fashion week in Milan, columnist
Robin Givhan notes that whatever
Gucci is these days, it’s not sexy. C1

SPORTS
Head Redskin’s Path Began in Dallas
Coach Jim Zorn shares with columnist
Mike Wise his memories of breaking
into the NFL under Tom Landry. E1

INSIDE

By Ellen Knickmeyer
Washington Post Foreign Service

ABOARD A YEMENI COAST GUARD
VESSEL — Somali pirates plying the Gulf of
Aden in speedboats equipped with grenade
launchers and scaling ladders have launched
what the maritime industry calls the biggest
surge of piracy in modern times, sending
shipping costs soaring and the world’s na-
vies scrambling to protect the main water
route from Asia and the Middle East to Eu-
rope.

Pirates from the failed African state of So-
malia have attacked at least 61 ships in and

around the Gulf of Aden this year, 17 of
them in the first two weeks of September
alone, according to the International Mar-
itime Bureau’s Piracy Reporting Center in
Malaysia. That compares with 13 attacks in
the area for all of 2007.

“In my time here, I must say, this is the
most concentrated period of destabilizing
activity I have seen in the Gulf of Aden,” said
British Commodore Keith Winstanley, dep-
uty commander of the Combined Maritime
Forces, whose members have confronted
the pirates repeatedly since mid-August.
The coalition, headquartered in Bahrain, in-
cludes the militaries of the United States

and 19 other nations.
The latest hijackings include the capture

off Somalia on Thursday of a Ukrainian car-
go vessel with 33 Russian-made T-72 tanks
aboard, as well as ammunition. As of Friday,
the Somali pirates were holding 14 oil tank-
ers, cargo vessels and other ships with a to-
tal of more than 300 crew members, de-
manding ransoms of $1 million or more per
ship.

Worldwide, pirates attacked 263 vessels
in 2007, up from 239 in 2006, according to
the Piracy Reporting Center. Southeast5000
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BY NATHANIEL VAUGHN KELSO — THE WASHINGTON POST

A f r i c a

E u r o p e A s i a On a Vital Route, a Boom in Piracy
Somali Marauders Step Up Attacks in Gulf of Aden; Shipping Costs Soar

See PIRATES, A15, Col. 1

By Jonathan Weisman
Washington Post Staff Writer

When Sen. John McCain made his
way to the Capitol office of
House Minority Leader John A.
Boehner (R-Ohio) just past

noon on Thursday, he intended to “just
touch gloves” with House Republican lead-
ers, according to one congressional aide, and
get ready for the afternoon bailout summit at
the White House.

Instead, Rep. Paul D. Ryan (Wis.), the
ranking Republican on the House Budget
Committee, was waiting to give him an ear-
ful. The $700 billion Wall Street rescue, as
laid out by Treasury Secretary Henry M.

Paulson Jr., was never going to fly with
House Republicans, Ryan said. The plan had
to be fundamentally reworked, relying in-
stead on a new program of mortgage insur-
ance paid not by the taxpayers but by the
banking industry.

McCain listened, then, with Sen. Lindsey
O. Graham (S.C.), he burst into the Senate
Republican policy luncheon. Over a Tex-Mex
buffet, Sens. Robert F. Bennett (Utah) and
Judd Gregg (N.H.) had been explaining the
contours of a deal just reached. House Re-
publicans were not buying it. Then McCain
spoke.

“I appreciate what you’ve done here, but
I’m not going to sign on to a deal just to sign
the deal,” McCain told the gathering, ac-

cording to Graham and confirmed by multi-
ple Senate GOP aides. “Just like Iraq, I’m not
afraid to go it alone if I need to.”

For a moment, as Graham described it,
“you could hear a pin drop. It was just unbe-
lievable.” Then pandemonium. By the time
the meeting broke up, the agreement touted
just hours before — one that Sen. Lamar Al-
exander (Tenn.), the No. 3 GOP leader, esti-
mated would be supported by more than 40
Senate Republicans — was in shambles.

An incendiary mix of presidential politics,
delicate dealmaking and market instability
played out Thursday in a tableau of high dra-
ma, with $700 billion and the U.S. economy

BAILOUT NEGOTIATIONS 

How McCain Stirred a Simmering Pot 

See TALKS, A10, Col. 1

By Lori Montgomery and Paul Kane
Washington Post Staff Writers

Talks over the Bush administration’s
plan to stabilize the U.S. financial system
lurched forward yesterday, as rebellious
Republicans returned to the negotiating
table and congressional aides began the
tortuous work of drafting a bill to execute
one of the biggest interventions into the
private market in modern history. 

One day after they nearly derailed the
plan, House Republicans agreed to send
their second-ranking leader to negotiate
with Democrats and Senate Republicans.

Lawmakers canceled plans to adjourn

yesterday for the November election and
instead prepared to work through the
weekend on the proposal, which would
authorize the Treasury Department to
spend up to $700 billion to take bad assets
off the books of faltering financial institu-
tions. Democrats said they hoped to an-
nounce an agreement late Sunday before
Asian financial markets open, with a
House vote on the measure possible by
Monday. A Senate vote would follow later
in the week.

“Great progress is being made. We will
not leave until legislation is passed that
will be signed by the president,” said
House Speaker Nancy Pelosi (D-Calif.).

Added Rep. Barney Frank (D-Mass.),
an architect of the legislation: “I am con-
vinced that by Sunday we will have an
agreement people will understand.” 

With global markets hanging on every
twist of the debate in Washington, White
House officials swarmed Capitol Hill in an
attempt to salvage a deal, while President
Bush issued another call for action during
a brief appearance outside the Oval Of-
fice. 

“There are disagreements over aspects
of the rescue plan, but there is no dis-
agreement that something substantial

Lawmakers Get Down to Details of Drafting Bill

See CONGRESS, A11, Col. 1

PAULSON’S PERSUASION TESTED

getting support for his rescue plans
for the financial sector. A10

A SELL-OFF IN BANKING STOCKS

investors move from banks saddled
D1

STEVEN PEARLSTEIN

D1

DEBATE FACT CHECK

A8

TOM SHALES
The folks out there, losing their
homes to foreclosure or seeing their
retirement nest eggs obliterated,
deserved more thoughtful and

C1

Coverage Inside

BY NIKKI KAHN — THE WASHINGTON POST

Weather

Today: Showers. 
High 78. Low 64.
Sunday: A shower. 
High 81. Low 64. 

CAMPAIGN 2008

By Dan Balz
Washington Post Staff Writer

OXFORD, Miss., Sept. 26 — John Mc-
Cain and Barack Obama came to their
first debate with clear missions. McCain’s
was to paint his rival as naive and inex-
perienced, Obama’s was both to prove
McCain wrong on that front and to tag his
rival as a participant in eight years of
failed Bush administration policies at
home and abroad.

Each rose to the challenge here Friday
night, forcefully scoring points on one an-
other, sparkling at times, but neither
emerged as the obvious winner except
perhaps to their partisans. There were
good exchanges but few big moments of
the kind that can change a presidential
race.

With the country facing an unresolved
financial crisis as big as any since the
Great Depression and the two candidates
running in a highly competitive race for
the White House, this was obviously a de-
bate with enormously high stakes for both
McCain and Obama. By the time it was
over, it was evident just how large the dif-
ferences were between them on many of
the biggest national security issues that
will await the next president — and some
domestic ones as well.

ANALYSIS

Economic Jabs,
Then Punches
On World Affairs

See ANALYSIS, A8, Col. 1
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By Jonathan Weisman
Washington Post Staff Writer

A bipartisan rebellion in the House killed a
$700 billion rescue plan for the nation’s finan-
cial system yesterday, sending global stock
prices plunging, prompting fierce recrimina-
tions on the presidential campaign trail and
dealing President Bush his worst legislative de-
feat.

House Democratic and Republican leaders
vowed to go back into negotiations to devise
compromise legislation to stabilize the credit
markets, but no talks were scheduled. After
U.S. financial markets closed, with the Dow
Jones industrial average down a one-day record
of 778 points, or 7 percent, Treasury Secretary
Henry M. Paulson Jr. tried to calm frazzled
traders, assuring them that work on a market
intervention would resume. 

“I will continue to work with congressional
leaders to find a way forward to pass a compre-
hensive plan to stabilize our financial system
and protect the American people by limiting
the prospects of further deterioration in our
economy,” he said. “We’ve got much work to
do, and this is much too important to simply let
fail.”

Rarely has a congressional vote held such
high drama and produced such immediate re-
percussions, directly from the House floor to
the trading floor. Wall Street traders huddling
around television screens watched lawmakers

House Rejects Financial Rescue,
Sending Stocks Plummeting

By Paul Kane and Lori Montgomery
Washington Post Staff Writers

Just before lunchtime yesterday, House Mi-
nority Leader John A. Boehner (R-Ohio) and his
lieutenants went through the final vote count
and realized they had a problem: A rank-and-file
uprising was on the verge of torpedoing a bill
that had been heralded by President Bush, his
top advisers and congressional leaders from
both parties as the remedy for Wall Street and
Main Street.

Boehner and House Minority Whip Roy Blunt
(R-Mo.), recognizing the danger of the situa-
tion, discussed whether to urge Democrats to
pull the bill from the floor rather than have it go
down in defeat. Instead, less than three hours
later, the gavel fell on a stunning rebuke to Capi-
tol Hill leaders on both sides of the aisle. 

“We did everything possible to maximize our
votes. Begged, pleaded. We didn’t threaten any-
one. And we had a pretty good idea of where we
were,” Boehner said in an interview in his office
after the vote.

Just 65 House Republicans — less than one-
third of Boehner’s members — and 140 Demo-
crats supported the bill. The vote was 12 shy of a
majority, even after it was held open almost an
additional 30 minutes for an effort at tepid arm-
twisting. As most lawmakers headed out of town
for a legislative break of undetermined length,
both sides broke into partisan recriminations.

Democrats blamed the failure on Republican

THE VOTE

How the Numbers
Failed the Leaders

See CONGRESS, A10, Col. 1

Asian and European markets were down across the 
board, with indexes in London, Paris and Germany all 
experiencing losses close to or in excess of 4.5 percent. 

As it became apparent that the measure was heading to
defeat, stock markets took a steep dive and stayed down.  

. . . and then the House rejected the bailout . . .

The Dow got off to a rocky start . . .

The Dow's point drop set 
a record, topping the
sell-off in the aftermath 
of the Sept. 11, 2001, 
terrorist attacks. 

. . . sending the
Dow down 778 points11,000

10,750

10,500

Friday’s
close:
11,143.13

Yesterday’s
close:
10,365.45

9:30 a.m. 4 p.m.

How the vote breaks down:

BY KAREN YOURISH AND LAURA STANTON — THE WASHINGTON POST

1 non-voting
Republican

About half of the liberal Congressional
Progressive Caucus voted against 
the measure . . .

FOR: 205 AGAINST: 228

133
Republicans

95
Democrats

140
Democrats

65
Republicans

. . . as did a majority of freshman 
lawmakers and lawmakers facing
tough reelection battles . . . 

. . . and about three-quarters
 of the conservative
Republican Study Committee. 

By Edward Cody and Mary Jordan
Washington Post Foreign Service

PARIS, Sept. 29 — The turmoil that began on
Wall Street now spans the globe. 

Stock markets around the world cascaded lower
Monday, European regulators announced the res-
cue of four major banks, and U.S. and foreign offi-
cials pledged to make hundreds of billions of dol-
lars available to ensure that banks would continue
lending to one another.

Yet the contagion continued. U.S. stocks
opened weak, then fell off a cliff after the House of
Representatives voted against a $700 billion plan
intended to restore stability to the nation’s wobbly
financial system. That sent Brazil’s stock market
down nearly 10 percent, prompting authorities in
Sao Paulo to temporarily suspend trading, amid
worries of a deep U.S. economic slowdown.

When markets opened Tuesday morning in
Asia, the trend continued. Stocks fell by 3 to 6 per-
cent in early trading throughout the region. At
midday, Japan’s stock market had skidded more
than 4 percent. 

In the seldom-interrupted cycle of global finan-
cial markets, the extraordinary pace and scale of
events brought an abrupt end to the confident atti-
tude displayed by European officials as recently as
last week, when officials claimed that shareholders
and investors there had less to fear than their
American counterparts because European banks
were not as heavily exposed to the troubled mort-

WORLD MARKETS

As Contagion Spreads,
Moods Abruptly Shift

See WORLD, A8, Col. 1

By Binyamin Appelbaum
Washington Post Staff Writer

The sale of Wachovia’s banking business to
Citigroup yesterday marked the second time in
five days that a major U.S. bank was forced from
existence in part by fleeing depositors, raising se-
rious questions about the stability of other finan-
cial firms and the health of the banking system.

The deal also continues the rapid consolidation
of an industry that has long been kept fragmented
as a matter of public policy but now is being en-
couraged by the government to conglomerate.

In the latest rescue urged by federal regulators,
Citigroup agreed to pay $2.16 billion for Wacho-
via, the nation’s third-largest retail and commer-
cial banking franchise. Wachovia was fast-grow-
ing and widely admired, run by Treasury Secre-
tary Henry M. Paulson Jr.’s former deputy Robert
Steel. Citigroup is a long-standing colossus of the
American financial services industry.

Citigroup, based in New York, would become
the largest bank in the Washington area. The deal
would protect all deposits at Wachovia, according
to a statement from the Federal Deposit Insur-
ance Corp., which presided over the companies’
shotgun wedding.

To consummate the deal, the FDIC promised to
limit Citigroup’s losses on a $312 billion portfolio
of Wachovia’s most troubled loans. The govern-
ment agreed to absorb all losses beyond $42 bil-
lion, a threshold that could be exceeded based on

BANKING CRISIS

Wachovia Is Sold
As Depositors Flee

See BANKS, A9, Col. 1

SCIENCE
NASA Probe Finds Snow in Clouds Above Mars
Scientists are not sure if the icy powder falls to the
surface, but also find more signs of water in the soil. A2

Hubble Telescope Fails: Repair mission delayed. A2

THE WORLD
Cadbury Recalls Chocolate Made in China
The British candy-maker, Kraft Foods and Mars are
concerned about tainted milk in their products. A13

THE REGION
Pr. George’s Schools Superintendent Plans to Resign
John Deasy will leave in February to become a deputy
director of the Bill and Melinda Gates Foundation. B1

SPORTS
White Sox Force Playoff for AL Central Title
Minnesota plays at Chicago for postseason berth. E1

INSIDE

By Matt Zapotosky, Petula Dvorak 
and Paul Duggan
Washington Post Staff Writers

Phillip Garrett was passing time outside a
neighbor’s Calvert County home, smoking a
cigarette, when he noticed a girl in pigtails
wandering on the street. Her pink nightgown
was caked with mud, her small body covered in
bruises.

“Where’s your mother?” he asked. “Where
are you from?”

The girl said her mother had locked her out
of their home, Garrett said yesterday, recalling
Friday afternoon’s encounter. She said she
hadn’t eaten in three days. And there was more:

“She let us know that she had two sisters and
that ‘my mother beat them to death.’ ”

Early Saturday, Calvert authorities made a
gruesome discovery: the bodies of two children
encased in ice in a freezer in the home of Renee
D. Bowman, 43. Bowman has been receiving a
monthly government subsidy of $2,400 to care
for her three adopted children: the 7-year-old
girl on the street and two others who are now
officially missing. 

“You think you’ve seen it all,” Sheriff Mike
Evans said yesterday in announcing the discov-
ery, “but you haven’t.”

With Bowman in jail, charged with child 

Md. Mother Jailed After Bodies
Of 2 Children Found in Freezer

BY LINDA DAVIDSON — THE WASHINGTON POST

Neighbor Nancy Sears with Phillip Garrett, who saw an injured
girl on the street Friday, leading to the gruesome discovery.See CALVERT, A5, Col. 1

Weather

Today: Thunderstorms. 
High 78. Low 60.
Wednesday: Thunderstorms. 
High 73. Low 53. 

Opposition Crosses
Party Lines; Dow Falls
A Record 778 Points

See HOUSE, A10, Col. 1

BY DAYNA SMITH FOR THE WASHINGTON POST

“The Democratic side more than lived up to its side of the bargain,” said House Speaker Nancy Pelosi, with Rep. Rahm Emanuel.

K Market Meltdown: As stocks collapse,
oil falls $10 a barrel and gold soars. | D1

K What’s Plan B? The Treasury and Fed have
few tools left for dealing with the crisis. | A9

K The Campaign: Obama, McCain point
blame at each other for Hill deadlock. | A7 

K Area Deposits: Smaller local banks are
carefully watching Wachovia-Citi merger. | D1

By Joel Achenbach and Ashley Surdin
Washington Post Staff Writers

The leaders of the country said: Trust us.
The people said: Not this time.
The Emergency Economic Stabilization Act of 2008 in

the end was a $700 billion piece of legislation that few peo-
ple could truly love, and it offered citizens from across the
ideological spectrum a little something to hate. Conserva-
tives said they could not abide the government intrusion
on the free market. Liberals recoiled at government
checks rescuing Gucci-wearing Masters of the Universe.
There were those who sniped that this was a “No Banker

Left Behind” program.
A political establishment held in higher regard might

have been able to hold together some kind of coalition of
the willing. But distrust of the nation’s leaders, from the
leaders of Congress to the president of the United States,
foreclosed that possibility. 

Members of Congress in both liberal and conservative
districts were inundated with e-mails and phone calls from
angry voters opposing the bailout. With Election Day a lit-
tle more than a month away, many lawmakers appeared to
pay greater heed to their constituents than to their party

THE BACKLASH

For Many Americans, Fear and Distrust Run High

See BACKLASH, A11, Col. 1
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Who: Alaska Gov. Sarah Palin vs. Sen. Joseph R. Biden Jr.
When: Tonight, 9 p.m. Where: Washington Univ., St. Louis

Debate Decoder: To watch the debate live, get
instant analysis from Fix columnist Chris Cillizza and
the Fact Checker, and join a discussion with other

armchair pundits, go to washingtonpost.com/debates.

Vice Presidential Debate

BY JAMIE SQUIRE — GETTY IMAGES

SPORTS »

Dodgers Open Playoffs With Win
A grand slam ignites Los Angeles’s 7-2
victory over the Cubs; elsewhere, the
Phillies topped the Brewers, 3-1. E1

THE WORLD
Nuclear Pact With India Approved
The Senate’s vote on the trade bill is a
key Bush administration victory. A17

STYLE
Architectural Ambition — and Books
The D.C. Public Libraries have exciting
plans for two distressed branches. C1

HOME
A Potomac-Minded Renovation
Opening a house’s eyes to the river. H1

INSIDE

By Sally Jenkins
Washington Post Staff Writer

WASILLA, Alaska — The valley where Sarah Palin was raised is
vast and tree-packed, and so quiet that once, when Palin’s parents
left a door open in their antler-festooned house, a moose poked its
nose into their den.

You can’t blame the moose for being curious. The wood-plank
loft home of Chuck and Sally Heath is known for its odd, bristling
lawn art. A towering sculpture of bleached antlers sits by the drive-
way. Bright buoys and fishing lures dangle from silver birch trees.
But this riot of objects is merely a warm-up for the interior: Fox
pelts. Orca teeth. Bear fangs. Owl wings. A brown, bony thing with
a huge span occupies the living room wall. “That’s a walrus scap-
ula,” Chuck Heath says brightly.

The unusual collection has been amassed over a lifetime by the
inspiring Heath, a hard-chested, cinch-waisted 70-year-old retired
public school science teacher and an inveterate naturalist. Children
skitter in and out of doors: Palin’s daughter Piper is newly arrived
from New York. Piper’s cousin, a small boy named Heath, hums to
himself beneath the snarling pelt of a grizzly bear.

“Can I have a soda?” the child asks. “I want a soda.”
“Did you earn it?” Chuck asks sternly.
That’s how it goes in the Heath home, and how it has always

gone. It’s a household that explains much about Palin, 44, and how
she acquired her set-jawed, swaggering demeanor, one that her
mother first noticed “about the time she started to walk.” Above all,
the house suggests how she came by her dissident, out-of-category
feminism, a code by which she tackles old-boy networks relent-
lessly, while remaining blank if not unsympathetic on traditional
women’s issues with a capital W, such as sexism in the workplace.

“I’m a little absent from that discussion, because I’ve never
thought of gender as an issue,” she told Alaska Business Monthly 

BY JAMES V. GRIMALDI — THE WASHINGTON POST

The home of Sarah Palin’s parents in Wasilla, Alaska, is adorned
with a collection of items amassed by her naturalist father.

Palin’s Strengths
Rooted in Alaska
Family and Friends Hope She’ll Show
Trademark Confidence During Debate

BY KATHERINE FREY — THE WASHINGTON POST

Aminah Oladapo, 4, joined hundreds of fellow Muslims yesterday morning in honoring Eid al-Fitr, the three-day period that marks the end of the holy month of
Ramadan. Aminah accompanied her mother, Aizat Oladapo, to the gathering at the Discovery Sports Center in Boyds in Montgomery County. 

Bringing the Holy Month to a Close

ACROSS THE POND
European lawmakers tone
down their criticism of Wall
Street. A12 

SAVINGS ANXIETY
Many bank customers are
pulling out their deposits, even
though they are insured. D1

WAITING ON THE FED
Investors are convinced it will
lower interest rates, but the
central bank isn’t so sure. D1

AUTO INDUSTRY HIT HARD
U.S. sales plummeted 27
percent in September as loans
got harder to come by. D1

By Jon Cohen and Jennifer Agiesta
Washington Post Staff Writers

With the vice presidential candidates set to square off today in
their only scheduled debate, public assessments of Sarah Palin’s
readiness have plummeted, and she may now be a drag on the Re-
publican ticket among key voter groups, according to a new Wash-
ington Post-ABC News poll. 

Tonight’s heavily anticipated debate comes just five weeks after
the popular Alaska governor entered the national spotlight as Sen.
John McCain’s surprise pick to be his running mate. Though she ini-
tially transformed the race with her energizing presence and a fiery
convention speech, Palin is now a much less positive force: Six in 10
voters see her as lacking the experience to be an effective president,
and a third are now less likely to vote for McCain because of her.

A month ago, voters rated Palin as highly as they did McCain or
his Democratic rival, Sen. Barack Obama, but after weeks of in-
tensive coverage and several perceived missteps, the shine has di-
minished. 

Nearly a third of adults in a new poll from the Pew Research Cen-
ter said they paid a lot of attention to Palin’s interviews with CBS
News’s Katie Couric, a series that prompted grumbling among some
conservative commentators about Palin’s competency to be the
GOP’s vice presidential standard-bearer. The Pew poll showed views

Skepticism of Palin
Growing, Poll Finds

SOURCE: Washington Post-ABC News poll

Do you think Sarah Palin 
does or does not have the 
kind of experience it takes to 
serve effectively as president, 
if that became necessary?

Q: 35%

45%

60%

47%Early Sept.

Now

DOES
NOT

DOES

See POLL, A4, Col. 1
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Weather

Today: Partly sunny.
High 69. Low 49.
Friday: Partly sunny.
High 70. Low 54. 

SCHOOLS  COMMUNITY EVENTS  HOME SALES  CRIME WATCH  » INSIDE THE HOME SECTIONYOUR LOCAL NEWS EXTRA

By Maria Glod and Daniel de Vise
Washington Post Staff Writers

Since enactment of the No Child Left Behind
law, students from poor families in the Wash-
ington area have made major gains on reading
and math tests and are starting to catch up
with those from middle-class and affluent back-
grounds, a Washington Post analysis shows.

The achievement gap between economic
groups, long a major frustration for educators,
has narrowed in the region’s suburban schools
since President Bush signed the law in 2002,
according to Maryland and Virginia test data.

In Montgomery County, for instance, stu-
dents in poverty have earned better scores on
Maryland’s reading test in each of the past five
years, slicing in half the 28 percentage-point
gulf that separated their pass rate from the
county average. They also have made a major
dent in the math gap. In Fairfax County, an-
other suburban academic powerhouse, such
students have slashed the achievement gaps on
Virginia tests. 

Needy Students
Closing Test Gap
Under ‘No Child’

See NO CHILD, A10, Col. 1

CAMPAIGN 2008

See PALIN, A6, Col. 1

By Lori Montgomery
and Shailagh Murray
Washington Post Staff Writers

The Senate last night easily approved a mas-
sive plan to shore up the U.S. financial system,
but the measure faces a tougher test tomorrow in
the House, where leaders will try to reverse the
stunning defeat the legislation suffered earlier
this week.

As the Bush administration issued fresh warn-
ings that Congress’s failure to act would have
dire consequences for the economy, the Senate
revived the package the House defeated Monday
and voted to approve it, 74 to 25. 

The proposal — which calls for spending up to
$700 billion to buy bad assets from faltering fi-

nancial institutions — was heavily revised to at-
tract wider support. The bill passed last night

would extend an array of tax breaks worth $108
billion to businesses and families next year. It
would also temporarily increase the limit on fed-
eral insurance for bank deposits to $250,000
from $100,000. 

Sen. Christopher J. Dodd (D-Conn.), chair-
man of the Senate Banking Committee, acknowl-
edged last night that it was tempting to oppose a
bailout and “stick a finger in the eye of the bank-
ers and the tycoons whose greed brought us to
this crisis.” 

“But after the rush of righteousness fades,
what then?” said Dodd, an architect of the pack-
age. “We can take a cut at Wall Street, but Wall
Street won’t feel the brunt of the pain.” 

Senate Approves Bailout
A look at how the Senate vote on the 

bailout package breaks down:

1 independent

FOR: 74 AGAINST: 25

9
Democrats

39
Democrats

15
Republicans

34
Republicans

1 independent

See SENATE, A14, Col. 1

House to Take Up Bill With Added Tax Breaks, Higher FDIC Limits

The contract was awarded in July to Alaska
Newspapers Inc., a firm owned by an Alaska Na-
tive corporation that does not have to compete
for federal work because it qualifies for special
set-asides. The idea was for ANI to hand over the
work to Qorvis Communications, the Washing-
ton firm, documents show.

After being made aware of The Post’s findings,
FDA deputy commissioner John Dyer said this

By Robert O’Harrow Jr.
Washington Post Staff Writer

The U.S. Food and Drug Administration had
an image problem. For months last year the agen-
cy had been pummeled by Congress for poor in-
spections of tainted vegetables, drugs and other
products.

FDA leaders decided to hire a contractor for a
public relations campaign that would “create and
foster a lasting positive public image of the agen-

cy for the American public,” according to agency
documents. 

A competition, as prescribed by government
policy, was not held to get the lowest bid for the
$300,000 contract. Instead, FDA officials came
up with a plan to ensure the work would go to a
Washington public relations firm with ties to the
FDA official arranging the deal, according to an
examination by The Washington Post.

The plan used a circuitous route around the
standard government contracting procedures.

FDA Takes End Run to Award Contract to PR Firm

See FDA, A8, Col. 1

By Lena H. Sun
Washington Post Staff Writer

The U.S. Senate voted last night to authorize
long-sought federal funding for Washington’s
cash-strapped and aging Metro system, clearing a
major hurdle toward providing $1.5 billion over
10 years to help maintain the nation’s second-
busiest rail system. 

The Senate passage is the furthest the measure
has advanced since Rep. Tom Davis (R-Va.) began
the effort two years ago to secure a reliable source
of financial support for Metro. 

The bill, part of a major rail safety reform pack-
age with billions of dollars for Amtrak, was passed
by the House last week and goes to the president
for signing. Supporters say a veto is unlikely, part-
ly because of the veto-proof margin of last night’s
74 to 24 vote.

Although several other requirements must be
met before Congress begins appropriating the
funds, last night’s vote was critical because the
Senate had never voted on the plan. With this
step, officials predicted that the federal money

Senate Approves
$1.5 Billion Plan
For Metro Funding

See METRO, A8, Col. 4

K Biden prepares, with eye on female voters. | A4 
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By Petula Dvorak, Meg Smith
and Ashley Halsey III
Washington Post Staff Writers

As summer neared an end, and the bod-
ies of two children lay in her basement
freezer, Renee Bowman sat at her com-
puter and went shopping for a fall ward-
robe.

She considered faux-fur cropped jackets
and bought a pair of cheap ones, size XXL,
on eBay. She pondered inexpensive jewelry
before buying a gold ring with fake dia-
monds shaped into a heart for $27.01 and a
gold bracelet that said “I Love You” for
$36.

On Saturday, when police found the bod-
ies, they charged Bowman with abusing
her 7-year-old adopted daughter and began
building a case against her in the deaths of
the two children, presumed to be her older
adopted daughters.

But that fact-finding is unlikely to an-
swer one of the questions that make the
case so horrifying: How could a mother go
on with life knowing that her daughters lay
encased in ice in the freezer?

No more than a glimpse and a wave to
most of her neighbors in Lusby, a Calvert
County town on the western shore of the
Chesapeake Bay, Bowman, 43, is best
known to a very few friends and neighbors
on Linden Place, the Northeast Washing-
ton street where she spent much of her
childhood and teenage years. 

Those people mostly have recoiled in si-
lence when asked for details, but the ones
who have talked and various official sourc-
es give a view of a woman whose early life
was violent and destructive, who in high
school was taunted about the odd shape of
her head and who more recently spent
hours at her desktop computer e-mailing
friends, making dozens of purchases on 

See BOWMAN, A12, Col. 4

Shopping 
On eBay 
As Girls
Lay Dead
Investigators Work
To Retrace Twisted 
Path of Md. Mother

By Joshua Partlow
Washington Post Foreign Service

RIO DE JANEIRO — Not everyone in
Rio de Janeiro has taken to the penguins
quite the way Cecilia Breves has, but even
for her, there is a learning curve.

Her new penguin friends do not, it turns
out, care for the red plastic igloo she pur-
chased, except when it rains. Nor are all the
young ones adept at swallowing whole sar-
dines — she has ruined more than one
blender grinding their daily fish smoothies.
And when she took to cradling them on her
lap to watch TV in the evenings — being, as
they are, wild flightless birds that aren’t
housebroken — it didn’t take long for her to
realize she must first swaddle them in a
towel, for cleanliness.

“I was very happy when I had one or two,
because they are so cute. They’d follow me
around everywhere,” said Breves, 57, a re-
tired photographer. “It’s much harder when
there are eight of them.”

The sheer quantity of young penguins
that have washed up on Brazil’s sun-

drenched beaches this year has confounded
nearly everyone who comes in contact with
them. Each summer and early fall, some
gray-and-white Magellanic penguins could
be expected to drift here, washed by ocean
currents more than 2,000 miles north from
their homes in southern Argentina near the
bottom of the world.

This year is different. Like some mar-

See PENGUINS, A18, Col. 3

On the Sunny Beaches of Brazil,
A Perplexing Inrush of Penguins

BY FRED P. ALVES FOR THE WASHINGTON POST

Two of the more than 1,000 penguins that
have washed ashore. Many have died.

Weather

Today: Partly sunny.
High 70. Low 52.
Saturday: Mostly sunny. 
High 71. Low 54. 

By Karen DeYoung
and Walter Pincus
Washington Post Staff Writers

The Defense Department will pay pri-
vate U.S. contractors in Iraq up to
$300 million over the next three years to
produce news stories, entertainment pro-
grams and public service advertisements
for the Iraqi media in an effort to “engage
and inspire” the local population to sup-
port U.S. objectives and the Iraqi govern-
ment.

The new contracts — awarded last week
to four companies — will expand and con-
solidate what the U.S. military calls “infor-
mation/psychological operations” in Iraq
far into the future, even as violence ap-
pears to be abating and U.S. troops have
begun drawing down.

The military’s role in the war of ideas
has been fundamentally transformed in re-
cent years, the result of both the Penta-
gon’s outsized resources and a counter-
insurgency doctrine in which information
control is considered key to success. Uni-
formed communications specialists and
contractors are now an integral part of
U.S. military operations from Eastern Eu-
rope to Afghanistan and beyond.

Iraq, where hundreds of millions of dol-
lars have been spent on such contracts, has
been the proving ground for the trans-
formation. “The tools they’re using, the
means, the robustness of this activity has
just skyrocketed since 2003. In the past, a
lot of this stuff was just some guy’s
dreams,” said a senior U.S. military offi-
cial, one of several who discussed the sen-
sitive defense program on the condition of
anonymity.

The Pentagon still sometimes feels it is
playing catch-up in a propaganda market
dominated by al-Qaeda, whose media op-
erations include sophisticated Web sites 

See PUBLICITY, A16, Col. 1

U.S. to Fund
Pro-American
Publicity in
Iraqi Media

METRO
Rhee to Enact Program to Fire
Ineffective Teachers
Unhappy with the pace of labor
negotiations, the D.C. schools
chancellor announces a plan
containing a provision that gives
some instructors 90 days to improve
performance or face dismissal. B1

Redskins Ordered to Help the Deaf
A federal judge rules that the team
must take steps beyond what it has
already implemented at FedEx Field
for the benefit of deaf fans. B1
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A Comfortable Distance Into the Wild
Nature centers such as Springfield’s
Hidden Pond, above, offer urbanites a
chance to connect with the outdoors. 

SPORTS
Phillies Push Brewers to Brink
In playoff baseball, Philadelphia’s
Shane Victorino hits a grand slam to
give his team a 2-0 lead in the
best-of-five series, while Evan
Longoria’s two homers help the Rays
beat the White Sox in his team’s
first-ever postseason game. E1
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CAMPAIGN 2008

By Robert Barnes and Juliet Eilperin
Washington Post Staff Writers

ST. LOUIS, Oct. 2 — Republican Sarah Palin
and Democrat Joseph R. Biden Jr. each sought to
cast themselves as the “kitchen table” candidate in
the first and only debate between the major-party
vice presidential candidates last night, each making
the claim that their running mates better under-
stand the concerns of middle-class Americans wor-
ried about the nation’s faltering economy.

On a night when presidential nominees John Mc-
Cain and Barack Obama were relegated to the side-
lines, Palin and Biden raced through a fast-paced
debate that touched on same-sex marriage, the war
in Iraq, and the nation’s energy and foreign policies.
Each escaped without major mishap, and Palin in
particular seemed to repair an image that had been
damaged by recent media interviews and increas-
ing public doubts about her readiness for the na-
tion’s No. 2 job.

From the opening moments of their highly antici-
pated 90-minute debate, each portrayed themselves
as a voice for middle America and attempted to
make the case that their ticketmates are best pre-
pared to bring change to Washington and the na-
tion.

Palin, the first female governor of Alaska, re-
ferred to “average, middle-class families like mine,” 

Courting Middle-Class Voters
Palin and Biden State Cases for Changing Washington, Repairing Economy

BY RON EDMONDS — ASSOCIATED PRESS

Gov. Sarah Palin, with daughter Piper, talks with Sen. Joseph R. Biden Jr. after their debate in St. Louis.

See DEBATE, A11, Col. 1

By Lori Montgomery and Dan Eggen 
Washington Post Staff Writers

A tide of lobbyists representing corporate
executives, small-business owners, farmers
and retirees swamped Capitol Hill yesterday
in hopes of pushing an emergency economic
rescue plan through Congress, but the fate of
the measure remained uncertain as the
House prepared for a climactic vote at mid-
day today. 

Leaders of both parties said they were op-

timistic that they would be able to marshal
more support for the Bush administration’s
$700 billion bailout than they mustered on
Monday, when the House delivered a shock-
ing defeat to the measure and sent the Dow
Jones industrial average plummeting 778
points, or about 7 percent. 

The market’s gut-wrenching reaction of-
fered lawmakers a glimpse of the conse-
quences they could face if they don’t approve
the bailout package. Since Monday, inves-
tors’ angst over the fate of the legislation has

contributed to a gloomy week on Wall Street.
The Dow fell more than 3 percent yesterday,
with losses extending beyond the financial
services industry to include agriculture, con-
struction and industrial stocks.

Meanwhile, indicators have shown the
outlook for the economy to be bleak. Yester-
day, the Commerce Department reported
that orders for manufactured goods dipped 4
percent in August, the largest decline since
October 2006. Last week, new claims for un-
employment benefits jumped to a seven-year

high. 
Some analysts say the economy will not

pick up until the middle of next year, even if
the Bush administration succeeds on Capitol
Hill today. And even if Congress approves the
bailout, it may be too little, too late to un-
freeze global credit markets. The package
might not do much to help offset shrinking
bank balance sheets or free up capital for non-
financial companies, experts say.

Support Rallied as House Readies for Its Second Bailout Vote

See HOUSE, A14, Col. 1

By Dan Balz
Washington Post Staff Writer

ST. LOUIS, Oct. 2 — Alaska Gov. Sarah Palin
spent much of the past two weeks on the defensive,
hounded by critics over halting performances in
television interviews and questioned even by con-
servative writers doubtful about whether she is
ready to be vice president.

But the Palin who showed up for Thursday’s de-
bate against Democratic Sen. Joseph R. Biden Jr.
was anything but defensive. In a fast-paced ex-
change about a range of domestic and foreign pol-
icy issues, she was the aggressive campaigner who
in the first weeks of her candidacy had so ener-
gized the Republican faithful.

As a result, what was touted as a moment of
truth for Palin instead turned into a lively and civil
argument between the two vice presidential nomi-
nees over the policies and records of Sens. John
McCain and Barack Obama. For 90 minutes, they
sparred over Iraq and Afghanistan, energy and
global warming, the economy and taxes, and which
candidate would do more to protect the middle 

ANALYSIS

Palin Delivers, but
Doubt Not Erased

See ANALYSIS, A11, Col. 3

VIEW FROM THE COUCH
Critic Tom Shales says this

little fodder for “SNL.” C1

POST POLITICS HOUR
Discuss the debate at 11 a.m.
today with our politics team.
www.washingtonpost.com

JUST THE FACTS?
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Weather

Today: Mostly sunny. 
High 71. Low 54.
Sunday: Partly sunny. 
High 76. Low 57. 

CAMPAIGN 2008

By Lori Montgomery and Paul Kane 
Washington Post Staff Writers

With evidence mounting that the nation faces a
sharp economic downturn, Congress yesterday
gave final approval to what may be the biggest
government bailout in American history, au-
thorizing the Bush administration to spend $700
billion to try to thaw frozen credit markets and
prevent a deep recession. 

Prodded in part by calls from fearful constitu-
ents reporting an alarming drop in their ability to
borrow money, the House voted by a wide margin
to reverse its earlier defeat of the measure and
send it on to the White House. Many lawmakers
were swayed by revisions to the bill that offer
fresh cash for disaster assistance and extend an
array of tax breaks for families and businesses
worth an additional $107 billion over the next 10
years.

In an unusual display of urgency, President
Bush signed the bill less than two hours later, and
Treasury Secretary Henry M. Paulson Jr. said he
plans to start spending the money within weeks.
The measure gives Paulson expansive powers —
unprecedented outside of wartime — to intervene
in financial markets by relieving faltering firms of
distressed assets backed by home mortgages,
which are falling into foreclosure at record rates.

Experts said the plan might not be enough to
offset widening problems with the overall econo-
my. The Dow Jones industrial average dropped
157.47 points yesterday, or 1.5 percent, despite

Bush Enacts Historic Financial Rescue 

By Jonathan Weisman, David Cho
and Paul Kane
Washington Post Staff Writers

Henry M. Paulson Jr. was in his corner office in the
Treasury Department on Monday afternoon, too nervous
to turn on his television, when his chief of staff poked his
head into the Treasury secretary’s office to tell him the
stunning news playing out on Capitol Hill: The House
had just defeated the Wall Street rescue plan that Paulson
had helped craft.

Within minutes, Paulson was on his way across the

by President Bush, who asked the one question no one
had considered: If his plan is not working, what is Plan
B?

Paulson looked at his boss, then delivered the answer
he did not want to hear: There is no Plan B. The Trea-
sury Department and the Federal Reserve had stretched
their authorities to the limits, employing obscure powers
never before used to keep their fingers in the dikes. The
rescue package had to pass.

Yesterday, when the House reversed itself and ap-

street to the White House, his senior staff hustling to
keep up, for a meeting in the Roosevelt Room with the
administration’s economic team. There was no time for
pleasantries, and before everyone had taken their seats,
the former Goldman Sachs chief began firing off options. 

Should they push for an immediate vote in the Senate?
Should the Democratic leaders be flashed a green light to
put together a bill that they could pass on their own,
without Republicans? Should they make small changes to
win over the dozen or so votes they would need on a sec-
ond try in the House?

Forty-five minutes into the meeting, they were joined

PRESSURE AND TURMOIL

With No Plan B, House Reluctantly Passes Politically Risky Measure

See VOTE, A9, Col. 1

By Binyamin Appelbaum
Washington Post Staff Writer

Wells Fargo’s deal for Wachovia
could cost the federal government
billions of dollars in lost revenue as
the San Francisco company takes ad-
vantage of a new change in federal
tax regulations designed to encour-
age bank mergers.

The change was made Tuesday by
the Treasury Department, one day
after Wachovia agreed to be rescued
by Citigroup, and two days after
Wells Fargo walked away from the
table, leaving Citigroup as the only
bidder. 

With the change in place, Wells
Fargo renewed its pursuit of Wacho-
via, and yesterday announced a sur-
prise deal to buy the entire company
for about $15.4 billion, topping Citi-
group’s $2.2 billion deal for most of
it. Citigroup still could sue or make a
counteroffer. The winner will be-
come the largest bank in the Wash-
ington area.

In touting the deal, Wells Fargo
executives said they did not need
money from the Federal Deposit In-
surance Corp., which had agreed to
limit Citigroup’s losses on a port-
folio of Wachovia’s most troubled
loans.

“This agreement won’t require
even a penny from the FDIC,” Wells
Fargo chairman Richard Kovacevich
said.

But experts in tax law said the
Wells Fargo deal actually was likely
to be more expensive for the govern-
ment. Losses on Wachovia’s port-
folio of bad loans would have been
absorbed by the FDIC, which is
funded by the banking industry. Un-
der the tax law change, those losses

BID FOR WACHOVIA

After Change
In Tax Law,
Wells Fargo
Swoops In

See WACHOVIA, A10, Col. 1

BY JAHI CHIKWENDIU — THE WASHINGTON POST

President Bush signed the rescue bill, and Treasury Secretary Henry Paulson, at right, said he plans to start spending the money within weeks. 

How the House Vote Shifted FOR: 263
(MONDAY: 205)

AGAINST: 171
(MONDAY: 228)

108
Republicans

63
Democrats

172
Democrats

91
Republicans

1 switched from YES to NO58 switched their vote from NO to YES
SWITCHED VOTE
FROM NO TO YES

14 lawmakers in the liberal Congressional Progressive Caucus switched

11 lawmakers in the conservative Republican Study Committee switched

33 Democrats

25 Republicans 
Tight race/freshmen

BY KAREN YOURISH AND LAURA STANTON — THE WASHINGTON POST

Fifty-eight members who voted 
against the bill on Monday 
voted for it yesterday.

NOTE: One Republican who didn’t vote Monday voted yes yesterday

House Passes Plan
By Wide Margin, but
Stocks Keep Falling

See BAILOUT, A8, Col. 1

By Paul Schwartzman
Washington Post Staff Writer

Sidewalks wide enough to ac-
commodate pedestrians using sign
language. Rounded corners and
strategically placed reflective glass
so people who cannot hear can see
who’s coming and who’s behind
them. Glass elevators so passen-
gers can communicate with out-
siders in case of emergency.

These features distinguish Gal-
laudet University’s vision for devel-
oping four acres of vacant land
across the street from its rolling
campus in Northeast Washington,

a plan that represents a dramatic
shift in the philosophy that has
long guided the nation’s only uni-
versity for the deaf.

Rather than cloistering itself
from the rest of the community,
Gallaudet for the first time is de-
signing a streetscape and architec-
ture to bring together deaf and
hearing people. The changes will
be made on two spacious parcels
where the university is designing a
mix of housing, offices, retail, res-
taurants and cultural attractions.

“It would create a connection to
the city and tear down the walls,”
said Hansel Bauman, an architect

retained by Gallaudet to help de-
sign the project. “It’s a sea change
in thinking.”

Since its founding 144 years ago,
Gallaudet’s separation has been
driven by the belief that the deaf
were better off immersing them-
selves in their own culture. Their
insularity is symbolized by the
eight-foot-high fencing and thick
stone walls that line the univer-
sity’s perimeter.

But the school intends to begin
removing those barriers in part be-
cause of recruiting challenges and 

Gallaudet’s New Aesthetic of Openness
University’s Sixth Street NE Development Plan Marks Paradigm Shift

See GALLAUDET, A4, Col. 1

By Blaine Harden
Washington Post Foreign Service

ORMOC, Philippines — Ferdi-
nand Marcos, the despot who ruled
here for 21 years, is remembered
mainly for the staggering quantity of
his wife’s shoes. But there is another
Marcos legacy, and it is drawing new
attention at a time of high oil prices,
global warming and urgent ques-
tions about the role of government
in alternative energy development.

Reacting to the early 1970s oil
shock, Marcos created a major gov-

ernment program to find, develop
and generate electricity from hot
rocks deep in the ground. Since
then, the Philippine government has
championed this form of energy.

Geothermal power now accounts
for about 28 percent of the electric-
ity generated in the Philippines.
With 90 million people, about 40
percent of whom live on less than $2
a day, this country has become the
world’s largest consumer of electric-
ity from geothermal sources. Bil-
lions of dollars have been saved here
because of reduced need for impor-

ted oil and coal.
“Goes to show that things aren’t

always the way we might expect,”
said Roland N. Horne, a Stanford
University expert on geothermal
power who has visited this country
more than 20 times. “The Philip-
pines would be in hugely worse
shape without geothermal as an in-
digenous energy source.”

In installed geothermal power ca-
pacity, the country ranks No. 2 in the
world, narrowly trailing the United

Filipinos Draw Power From Buried Heat

See PHILIPPINES, A14, Col. 1

By Michael D. Shear
Washington Post Staff Writer

Sen. John McCain and his Republican allies are
readying a newly aggressive assault on Sen. Barack
Obama’s character, believing that to win in Novem-
ber they must shift the conversation back to ques-
tions about the Democrat’s judgment, honesty and
personal associations, several top Republicans said.

With just a month to go until Election Day, Mc-
Cain’s team has decided that its emphasis on the
senator’s biography as a war hero, experienced law-
maker and straight-talking maverick is insufficient
to close a growing gap with Obama. The Arizonan’s
campaign is also eager to move the conversation
away from the economy, an issue that strongly fa-
vors Obama and has helped him to a lead in many
recent polls. 

“We’re going to get a little tougher,” a senior Re-
publican operative said, indicating that a fresh
batch of television ads is coming. “We’ve got to
question this guy’s associations. Very soon. There’s
no question that we have to change the subject
here,” said the operative, who was not authorized
to discuss strategy and spoke on the condition of
anonymity.

Being so aggressive has risks for McCain if it an-
gers swing voters, who often say they are looking
for candidates who offer a positive message about
what they will do. That could be especially true this 

McCain Plans
Fiercer Strategy
Against Obama

See MCCAIN, A6, Col. 1

SWITCHING VOTES
Distressed constituents called to sway
Maryland Democrats Donna F. Edwards
and Elijah E. Cummings, above. A10

EMPLOYERS SLASH MORE JOBS
The nation’s payrolls were cut for the

black workers reached 11.4 percent. D1

PAULSON SEEKS BRAIN TRUST
The Treasury secretary begins the
bailout’s next phase with a search to tap
the expertise of Wall Street firms. D1

SILVER LININGS SCARCE
The rescue plan may yield fewer valuable
investments than the savings-and-loan
crisis did during the 1980s. D1

TAX INCENTIVES ABOUND

producers are among the winners. D1

More Crisis Coverage

BY LINDA DAVIDSON — THE WASHINGTON POST
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Appendix II: The Propaganda Model 

 

 

 

 

 

 
• Filter 1 restricts new market entrants through networked elite institutions that control vast resources, 

including finance, and ensures the news is dominated by elite world-views. 
• Filter 2 forces media outlets to produce news that normalizes consumer culture and aspirations of wealth, 

and favourable coverage for advertisers and sponsors.  
• Filter 3 subsidizes the news because official sources from elite institutions are ‘assumed’ to provide accurate, 

‘objective’ information. Research is considered costly. 
• Filter 4 disciplines news outlets for content that breaches those boundaries that are acceptable to elites and 

protects elites from sustained investigation. It also includes the frequent use of flak against ‘left-wing’ groups.  
• Filter 5 simultaneously demarcates boundaries of correct thought and impairs critical thinking. It works best 

as a ‘control mechanism’ by making the ideology so widespread that target populations become oblivious to 
its embeddedness.  

 

Together these filters provide formidable obstacles for the public to express broader views in the news, which 
leaves the ruling classes free to make the news, literally.   

As their book Manufacturing Consent was first published in 1988 and the Cold War had not yet ended, Herman & 
Chomsky (2008) called the fifth filter ‘Anti-communism.’ This ideology had been used as the dominant control 
mechanism over American society and other ‘free-societies’ between 1950 and 1989. Herman & Chomsky 
argued that the anti-communist ideology served to “mobilize a populace against an enemy” and because the 
ideology was nebulous, its use was versatile since virtually anyone could be labelled as communist if they 
criticized the status quo – notably property interests (p.27). Subsequently, Edward Herman argued in 1998 that 
the ‘free market model’ had been “internalized” by journalists, and dominance of market-oriented institutions had 
made “nonmarket options seem utopian” (Herman 1998: 202). I have used cartoonist PolyP and The New 
Internationalist’s broader interpretation for the fifth filter, which is ‘Ideology’ (Filtering the news 2001: 13). 

Figure 1: The Propaganda Model 

A 2-D interpretation of Herman and Chomsky’s Propaganda Model explicated in their book, Manufacturing Consent: 
The Political Economy of the Mass Media (2008, [1988]). 

Herman and Chomsky’s Propaganda Model describes five news filters that act as structural forms of censorship 
through which mass-media news content must pass before distribution: 
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Figure 2: The Propaganda Model 

A 2-D interpretation of Herman and Chomsky’s Propaganda Model explicated in their book, Manufacturing Consent: The 
Political Economy of the Mass Media (2008, [1988]). 

 

News filter 6, ‘buying-out’ was suggested by Oliver Boyd-Barrett (2004) to theorize conspiratorial news practices in his paper, 
“Judith Miller, The New York Times, and the Propaganda Model.” Boyd-Barrett argued that ‘buying-out’ was a departure from 
routine journalistic practices, wherein the state might embed personnel within news organizations. However, oligarchy theory 
predicts that numerous elites, whose activities are collusive, will move freely between government, industry, academia, think-
tanks and the media. Therefore, ‘buying-out’ is better conceptualized as a routine news gathering practice and describes the 
elite milieu that journalists and editors are themselves set in. I contend that major newsrooms have obscured this integration 
between elite institutions and the media by frequently using elite sources anonymously. This norm is routine.  

While filter 3 describes elite source dependency as endemic to the elite corporate media, it suggests a largely naïve, 
submissive (and frequently lazy) participation by journalists, editors and producers. Filter 6 describes the practice of quoting 
elite sources ‘off-the-record,’ which means that journalists are ‘off-the-hook’ to conduct deeper investigations. In turn, this 
positions news consumers as spectators who lack crucial details regarding vested interests such that they remain largely 
oblivious about the real goals of ruling class elites and oligarchs. Crucially, the buying-out filter allows elite sources to use 
the news as a means to manipulate public perceptions in regard to matters that harm society, by using codified 
communications that elites can decipher. ‘Buying-out’ also entails the deliberate observance of ideologically constructed 
news frames, despite glaring discrepancies, evidence of wrong-doing, or widespread public dissent. In summary, filter six is 
added here to conceptualize how collusion and conspiracy can occur in large news outlets on a routine basis among 
personnel who have likely incorporated an ideological prejudice that collusive or conspiratorial behaviour among elites is 
non-existent, or could not occur at reputable institutions, or is unprovable. 
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Appendix III: ‘Rescue’ Master Frame 

Figure 3: The ‘Rescue’ Master frame 

This is a 2D model of the ‘rescue’ master frame, which describes the elements necessary to construct a narrative arc during 
‘financial crises.’ It draws upon news framing theory, the Propaganda Model, crisis management and crisis journalism 
theories, as well as speed-politics, capital as power and oligarchy theories.  

 

 

Early on in a ‘crisis,’ the news media maintains a ‘business as usual’ posture and then switches to a ‘neutral bystander’ 
stance amid mass ‘Redemption’ rituals or market panic. As the crisis unfolds, key players from financial authorities collude 
with market insiders under the rubric of ‘emergency meetings’ wherein ‘ad hoc rescues’ of ‘too big to fail’ financial institutions 
are agreed upon. The news media dramatize these formulaic ‘crisis’ rituals without acknowledging they are acts of oligarchic 
wealth defence that rely on speed-politics. The ‘rescue’ master frame is dependent on news outlets reporting on the 
spectacle of crisis from this ‘neutral bystander’ posture, which means the financial turmoil is taken as evidence to justify state 
interventions. Because news outlets continue to fail to investigate the root causes of the ‘financial crisis,’ their daily and 
weekly ‘rescue’ frames work to obscure the financial oligarchy’s criminogenic environments. These ‘rescue’ frames are 
constructed with over-simplified pro-market, diagnostic-solution and personalization frames, which are effective at concealing 
the root causes and deeper impacts of ‘financial crises.’ 

Fear frames are also essential to coerce citizens and politicians alike to support system-wide bailouts. Indeed, the ‘rescue’ 
frames magnify the financial crisis with the construction of complex fear-laden metaphors, bleak over-simplified historical 
referents and new justifications designed to mask unfolding events. Metaphors work to obscure the causes, power relations 
and objectives underpinning the financial crisis, primarily by evoking distorted pictures that naturalize responsibility and 
impacts. Their symbolism can, however, be deciphered by sophisticated news audiences to reveal their deeper meanings. 
The ‘financial crisis’ narrative arc reveals the meta-picture of the ‘rescue’ master frame; its central tenet is a terra incognita 
doctrine, wherein key players and institutions are cast as ‘rescuers’ and ‘Saviours’ saving the financial system and the 
economy from ‘accidents.’ Meanwhile, ordinary taxpayers are routinely positioned as financiers and underwriters of the debt-
based financial system. Because the public, and non-establishment sources, are excluded from the ‘rescue’ master frame, 
they are unable to construct a counter-narrative via the mass media. Therefore, as the financial crisis intensifies, the ‘Present 
the Bill,’ ‘Power Walk,’ ‘Sermon,’ ‘Present the Peril Live,’ ‘Solidarity,’ Judgment,’ ‘Resurrection,’ and ‘Salvation’ rituals are 
reported with valorizing treatments that renders the financial oligarchy invisible. 
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Appendix IV: Financial crisis Timeline 

Figure 4: The ‘Financial crisis’ Narrative Arc  

September 13 2007 to October 13 2008 

This adaptation of the three-Act linear story structure from Ray Frensham’s Teach Yourself Screenwriting (2003)  
maps the collusive power relations underpinning the ‘financial crisis’ narrative with key plot points. 
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The news on September 13 2007 that Northern Rock sought a bailout from the Bank of England immediately sets off a bank-
run. The images of panic grabs the attention of news audiences in Britain. On November 1 2007, a Wall Street Journal front-
page scapegoat-piece on the CEO of Wall Street’s fifth largest investment bank acts a story ‘hook’ – this time for American 
new audiences. CNBC’s broadcast on March 10 2008 that Bear Stearns’ might be insolvent sets off a run from the financial 
conglomerate. Its subsequent takeover by JPMorgan Chase does not go as planned and the acquiring bank pays five times 
more than its original offer. On April 15 2008, Treasury officials meet with the chairman of the Federal Reserve, wherein they 
collusively agree to shelve a symbolically named scheme called the “Break the Glass” plan. Their tacit agreement is to coerce 
Congress at a later time when the ‘crisis’ will have become so severe they will vote for a massive bailout.  

In mid-July, the US Treasury secretary passes the ‘point of no return’ when he asks for an unspecified sum that he claimed 
was akin to having a bazooka-packed pocket. Treasury secretary Paulson’s bazooka-packing speech gains widespread 
coverage, but fails to instil confidence in anxious investors. On September 18 2008, Paulson and the Fed chairman perform a 
‘Present the Bill’ ritual before congessional leaders amid the long-planned market turmoil. They use fear to persuade 
lawmakers that their “Break the Glass” plan is the only way to stave off system-wide financial collapse and economic 
catastrophe. After the bailout bill fails to pass in the House on September 29, the financial oligarchy is faced with a major set-
back. With new resolve, the American financial oligarchy gains the passage of the $700 billion bailout bill on October 3. But, 
the financial contagion worsens. On October 13 2008, nine major banks are coerced by four financial authorities to sign 
contracts that allow the US Treasury to buy preferred stock in return for more cheap federal credit.  
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Appendix V: Event Cluster Timelines 

Figure 5: Event Cluster One Timeline: Institutional ‘Meltdown’ and ‘Fallout’ 

Lehman Brothers, Merrill Lynch, Reserve Primary Fund, AIG, Money markets dive, HBOS, Federal Reserve $180bn swapline,      
‘Present the Bill’ ritual meeting     

Credit default swap prices spike for major financial institutions/‘Redemption’ rituals triggered with news of Lehman Brothers’ 
failure 
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Late in the afternoon of Sunday September 14, Merrill Lynch merges with Bank of America and in the evening, the Federal 
Reserve widens collateral acceptance rules for new credit. Ten large banks ‘coincidentally’ announce their own $70 billion 
‘rescue’ fund. Lehman Brothers’ bankruptcy triggers a worldwide market panic or ‘Redemption’ rituals on Monday. The 
Federal Reserve surreptitiously loans Lehman Brothers $206 billion to settle trades. Meanwhile, in Mayfair London, Citigroup 
hosts a cocktail party at which Gordon Brown agrees to sweep aside anti-monopoly laws so that Lloyds TSB can takeover 
Halifax Bank of Scotland swiftly. AIG is subsequently taken-over by the US financial authorities on Tuesday. 

On Wednesday, aggressive trading and panic selling continue, while purchases of government securities spikes. At 3 a.m. 
Thursday, the Federal Reserve expands its lending to five foreign central banks with its ‘swap lines’ program. By deliberately 
escalating the ‘crisis,’ the financial oligarchs and elites have the necessary experiential evidence that a system-wide bailout 
is needed. To this end, Treasury and Federal Reserve officials contrive a ‘Break the Glass’ ritual during a conference call. 
Markets around the world ‘roar their approval’ on ‘rumours’ to the bailout plan, which symbolize ‘Redemption’ rituals. In 
these rituals, investors vote in pursuit of self-interest and, in effect, ‘crucify’ the common interests of ‘ordinary’ people. On 
Thursday evening, Bernanke and Paulson perform a ‘Present the Bill’ ritual to Congressional leaders when they table a 
‘contingency plan’ shelved five months prior. The next morning Bush, Paulson, Bernanke and Cox perform a ‘Power Walk’ 
ritual through the White House gardens as a symbolic display of unified power. Early Saturday morning, Treasury publicizes 
its three-page term sheet to appropriate hundreds of billions of dollars. 
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Figure 6: Event Cluster Two Timeline - Bank Holding Companies 

Attack on the Investment banks; The End of Wall Street? & ‘Salvation’ ritual 

Amid the reportage of the AIG ‘rescue,’ news media outlets focus on the market turmoil, including the toll on the ‘last’ two 
investment banks. News outlets passively listen in on two conference calls held on Tuesday September 16 by Goldman 
Sachs and Morgan Stanley with ‘bank analysts.’ The news coverage reports Morgan Stanley and Goldman Sachs’ stock 
price drops, as investors sell and speculators bet that their prices will fall further. Meanwhile, the cost of insuring Morgan 
Stanley and Goldman Sachs’ financial contracts spikes. Known as credit-default swaps, these insurance instruments also 
work as speculative bets that increase the likelihood that the two investment banks will default on their financial obligations. 
On Wednesday September 17, Wachovia’s CEO rings Morgan Stanley’s CEO, allegedly to begin merger talks. After buying 
time with the announcement of a bailout plan, the Federal Reserve grants bank holding company status to Goldman Sachs 
and Morgan Stanley on Sunday September 21. This move is emblematic of a ‘Resurrection’ ritual.  

 

Goldman Sachs and Morgan Stanley’s new status as bank holding companies is reported as a situation that will see them 
subjected to stricter regulatory control in return for permanent access to federal credit. Under newly eased ‘lending’ rules, 
Merrill Lynch also gains access to cheap Federal Reserve credit. Conspicuously, the news media fails to report that all three 
banks’ London units have also gained wider access to federal credit. Merrill Lynch is almost totally omitted from this 
coverage. Three days after Goldman Sachs and Morgan Stanley became bank holding companies, the news media reports 
that they have gained new capital from Berkshire Hathaway and Mitsubishi UFJ, respectively. These developments 
represent ‘Salvation’ rituals and are dutifully reported as a “vote of confidence” by the major news outlets. 
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Figure 7: Event Cluster Three Timeline - Bailout Rejection 

Bailout grows to $700bn; Rank & File Politicians return to Congress; Senate Committee on Banking, Housing and Urban Affairs; 
‘Present the Peril Live’ ritual; White House ‘summit’; 250 ‘No-Bailout’ protests; Bailout bargaining; Vote-down & Market take-down 
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Following the ‘Present the Bill’ ritual meeting of Thursday September 18, the vague bailout of “hundreds of billions of dollars” 
is reported to be $700 billion in newspapers on Sunday September 21. The same day, Henry Paulson performs ‘Sermon’ 
rituals on television talk shows. The American newspapers uncritically report Paulson’s spin on Monday September 22, 
which meant they had sung from the Treasury secretary’s ‘hymn sheets.’ Despite this spin, the Treasury’s three-page bailout 
summary of the legislative proposal drew the ire of ‘rank and file’ politicians on their return from their constituencies. Henry 
Paulson and Ben Bernanke appear before the Senate Committee on Banking, Housing and Urban Affairs on Tuesday 
September 23. Their performance lacks the necessary persuasive power to win over the public.  

 

The next day, president Bush performs a ‘Present the Peril Live’ ritual on prime time television in which he claims the bailout 
is to help Main Street, not Wall Street. Despite there being 250 ‘No-bailout’ demonstrations across America on Thursday 
September 25, including one on Wall Street, none receive front-page coverage in The Wall Street Journal, The Washington 
Post or The New York Times. Instead the three American newspapers cover the White House ‘summit,’ which was intended 
to be a ‘Solidarity’ ritual. Over the next few days, Wall Street ‘disappears’ from the negotiations to draft the bailout bill. On 
Monday September 29, the draft legislation is voted down and the stock markets fall further in a panic-aggression reaction. 
The next day the newspapers deploy flak at the ideologically blinded, election-focused politicians, emphasize pragmatism 
and mostly blame the lawmakers for the plunges in stock market values. 
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Figure 8: Event Cluster Four Timeline - ‘Resurrection’ of the Bailout Bill 

No Plan B; Cheney’s ‘Decree Ritual; Senate and House Pass Bailout Bill 

After the bailout bill is rejected in the House on Monday September 29 a crisis meeting takes place in the Roosevelt Room 
of the White House. At this meeting, president Bush allegedly asks Henry Paulson if there is a Plan B. Since there was no 
‘Plan B,’ key government officials and politicians resolve to add ‘sweeteners’ to lure votes. That evening two Senators 
surreptitiously introduce the bill to the Senate. Between the failure to pass the bailout bill and Thursday October 2, the 
lobbying effort intensifies to gain wider support from special interest groups and dissenting House politicians for the bailout. 
Presidential candidates Barack Obama and John McCain join the mission to persuade. Throughout this period, the news 
media seeks to re-brand the bailout in terms of who is leading it and what it is intended for. The news media highlights the 
stock market volatility, or ‘Redemption’ rituals, as voter sentiment shifts from anger at Wall Street to fear regarding their  
investments, savings and income security. 

On Tuesday September 30, vice president Richard Cheney meets with Republican rank-and-file politicians in the Caucus 
Cannon Room. His doctrinaire address riles the lawmakers who resent being coerced into voting on a large tax 
appropriation. On Wednesday October 1, Bush hosts a meeting with business leaders, including ones from Main Street. 
That evening, the Senate passes the bailout bill by 74 votes to 25. On Thursday October 2, the first vice presidential debate 
includes deliberation on the economy, which leaves Wall Street unscathed. On Friday October 3, the House of 
Representatives passes the bailout bill by 263 votes to 171. The news media captures House Speaker Nancy Pelosi 
showing off a bounded copy of the bill. Within two hours, Bush exercises the presidential right to sign the bailout bill into law. 
This moment symbolizes the ‘Resurrection’ of the bailout bill. Paulson and Bush hand-shake before the news media, which 
signifies a new pledge to enslave the citizenry with debt. 

The Act, H.R. 1424, was in fact four Acts separated into three “divisions.” These acts had been added on in order to gain 
wider support. After the House rejected the bailout bill, these extras, known as ‘sweeteners’ or ‘pork barrel’ additions 
included investment incentives for the energy and transportation industries, tax breaks for various schemes and recognition 
of mental health issues in insurance coverage. 
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Appendix VI: Commentary on Cartoons, Illustrations and Photos 

The imagery that appeared in the weeklies and bi-weeklies were an important ideological element that 

news audiences consumed. These images worked to frustrate sense-making of the ‘financial crisis,’ the 

workings of the financial system and the role of actors. They demonstrate the variety of ways that fear-

ridden, simplistic and disjointed mental pictures were constructed.  

Event Cluster One: Institutional ‘meltdowns’ and ‘fallout’ 

A political cartoon that appeared on The Economist’s “The world this week” page, symbolically depicted 

a wall built of stone upon which sat six very frightened egg-men, to illustrate the scene at “WALLST” (The 

Economist 2008, September 

20). In a play on Lewis 

Carroll’s Humpty Dumpty 

character from his book 

Through the Looking Glass, 

the king’s men are the “Fed,” 

dressed like knights (1952, 

[1871]). In Through the 

Looking Glass, when the 

adventurous Alice met 

Humpty Dumpty, he 

revealed his sense of self-

importance and smug belief that his risk-taking wall-perching exhibitionism would not result in a fall 

someday – an event he regarded as purely theoretical. However, if this did happen, the King would 

“send all his horses and all his men” to rescue him (Carroll 1952, [1871]: 218-219). The Economist’s 

illustration captured a moment when the panicked financial Humpty Dumptys realize that the financial 

destruction (that they assumed could not happen to them) is real and anyone of them could fall. The 

confidence in the King’s alleged promise is gone.  

At a deeper level, the cartoon laid bare the claim that the financial system had been made more stable 

by dispersing risk with securitized derivative products. The multiple Humpty Dumptys symbolized the 

system-wide replication of this new ‘market’ innovation and the implicit expectation that if financial 

institutions did in fact fall, the Federal Reserve would ride in to perform the ‘rescue’ ritual. Thus, despite 

a few broken eggs, the crisis was producing a “fairy tale ending.” The Fed knight’s observation denoted 

the ‘windfall’ for insiders to buy up the fallen, cracked Humpty Dumptys cheaply. Here The Economist 
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was acknowledging that the image that financial institutions projected to the world during the crisis were 

like Humpty Dumpty’s outsized sense of importance. This projected image masked the fact that Humpty 

Dumpty was susceptible to paranoid thoughts and was “a monster of private language” (Carroll 1952: 

222-223; Puolokka 2006: 17). As subsequent financial data revealed, even the ‘healthy’ major banks 

were being ‘rescued.’ Unlike Alice, who was attempting to understand the world of Wonderland, The 

Economist was not attempting to clarify why Wall Street had an expectation that they would be rescued 

before they fell (and that if they did, they would be put back together again). Rather, the publication’s 

role was to construct an ideologically infused version of reality that filled in the cracks even as they 

enjoyed a private joke that inter-elite collusion relies on a private symbolic language in order to 

communicate publicly with one another. 

The Economist September 20 edition also 

included an opinion piece entitled “The financial 

crisis: Wall Street’s bad dream” that promised to 

explain, “how the global financial system [had] 

fallen into a grip of panic” (2008: 81). The 

illustration accompanying the title page depicted 

a screaming businessman standing in the middle 

of a symbolic Wall Street. The stylized screaming 

figure, borrowed from Edvard Munch’s famous 

1893 painting entitled The Scream, worked with 

the title to naturalize the financial crisis as an 

uncontrollable nightmare. This naturalization 

allowed the writer to assert it was hard for scholars of crises-past such as Ben Bernanke, who was 

introduced as an expert on the Great Depression, to use their insights because every crisis has unique 

features. This was ironic because the article provided a description of the “strain” on the ‘real economy’ 

in recent times and into the foreseeable future; due to the burst credit bubble, restrictions on credit and 

falling asset prices.  

Essentially, this passage matched the phenomena described in a paper, “The financial accelerator and 

the flight to quality” co-authored by Ben Bernanke (Bernanke, Girtler & Gilchrist: 1996). The “flight to 

quality” describes the situation, whereby investors were dumping riskier financial products in favour of 

‘assets’ such as Treasury securities because - in turbulent markets - government debt is considered the 

safest bet (Appelbaum 2008, September 18: D1, WP; Bajaj 2008, September 18: A1, NYT; Bernanke, 

Gertler & Gilchrist 1996; Shrivastava 2008, September 19, C2, WSJ). The paper describes the shocks 

to an economy that follow a credit boom, when the net worth of borrowers’ is adversely affected by 

falling asset values. As a result their capacity to access credit falls and therefore credit shocks are 
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magnified and this disproportionately affects borrowers’ net worth throughout an economy. In their 

conclusion, Bernanke et al stated that further study was needed on the impacts of downturns between 

banks and households and the workings of the financial accelerator at a macroeconomic level (p.14).  

Equally ironic, The Economist somehow could not ‘see’ that “the Panic of 2008” came 101 years after 

the Panic of 1907 (mentioned in the special report), because the magazine actually had enough 

publishing experience – 165 years – to do a special report entitled, ‘Oligarchic Collusion 101’ (The 

financial crisis: Wall Street’s bad dream 2008: 82; European Banks: Cross-border contagion 2008: 86). 

Instead, the magazine inferred the Federal Reserve’s ubiquitous creation myth wherein ‘students’ learn 

it was designed to prevent or ease such banking panics as had occurred in 1907 (History of the Federal 

Reserve n.d.). In fact, America’s wealthiest financier at the time, John Pierpont Morgan (along with his 

bankers), escalated anxious market sentiment into a full-scale banking crisis by disciplining a bank. The 

bank in question, The Knickerbocker Trust Company, had participated with another in moves to gain 

control of the copper market, a move that was an affront to the House of Morgan, a vast cartel of 

banking and industrial conglomerates, including the copper-hungry General Electric (Kavoussi 2010: 4, 

6; Rochester 1936: 37). On the morning that the banking panic of 1907 intensified, Tuesday October 22, 

The New York Times’ front-page headline “Knickerbocker will be aided” reported that J.P. Morgan would 

provide $2 million to the two banks that were in financial difficulty. Meanwhile, The Wall Street Journal’s 

front-page headline “Clearing House has banking situation here well at hand” created the impression 

that the New York Clearing House, also controlled by J.P. Morgan, would financially support 

Knickerbocker (Federal Reserve Bank of Boston 2011: 6; Kavoussi 2010: 2, 5; Knickerbocker will be 

aided 1907, October 22). The Knickerbocker Trust Company was effectively scapegoated when 

Morgan’s men let it suffer a bank run. As such, the root of the 1907 crisis was, in fact – the oligarchs – 

who were seeking to enhance their power by gaining a government sponsored mechanism for booms, 

busts and bailouts – a central bank (Brown 2008: 124; Engdahl 2009: 36-40; Griffin 2002: 3-24, 431-450; 

Rothbard 2002: 240-259; 2008: 230, 233-234). Thus, the cause behind the psychological metaphor of 

the recurrent ‘bad dream’ for investors was wryly communicated to The Economist’s elite readers, while 

it remained obscure to its mass audience.  

The cover of BusinessWeek’s September 29 issue used large letters 

appearing behind a low angle shot of the gabled frontage to the New 

York Stock Exchange building to ask the question, “Is it safe yet?” By 

setting this question against a black background and having it emerge 

from behind the Stock Exchange, the sense was given that investors 

were taking a tentative peek. Above the title are teaser headings, 

“What sank Wall Street;” “Sizing up the Fed’s arsenal;” “Inside AIG’s 

collapse;” “How to play the crisis.” The contents page featured the 
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image of a buffalo bull wounded by a spear, accompanied by an inset title and teaser paragraph to whet 

readers’ appetites. This text read:  

Wall Street staggers: We should have seen it coming: Easy money, hasty deregulation, and arcane 
derivatives have brought financial calamity before. As the markets begin to dig out of the muck, what have we 
learned? And will we recognize the warning signs next time? (Wall Street staggers 2008, September 29: 5) 

The ‘neutral bystander’ posture apparent in this quote set-up readers for the opening paragraph of the 

article “Wall St. Staggers” stated, “we’ve actually had plenty of experience of this sort of thing before” 

(Barrett 2008: 28). The article featured an enlarged image of the buffalo bull wounded by a spear and an 

inset text and graphical presentation 

that was a round-up of market crashes 

and financial crises entitled “Lessons 

not learned” – dating back to 1962 

(p.30). The image of the speared bull 

suggested that investors were guided 

by the needs of survival, and drew 

upon over-simplified cultural 

prejudices concerning native peoples’ 

who were displaced as chattel slavery 

and capitalism spread across North America (Hartman 1999; McLuhan 1972; Rochester 1936; Silver et 

al. 2003). This depiction naturalized Wall Street as a buffalo bull and investors as hunters, which meant 

that aggressive collusion was lost in the representation. The business correspondent Paul Barrett, in his 

‘neutral bystander’ role, mimicked a missionary empathizing with his faithful followers, while not explicitly 

acknowledging the ‘religion’ that BusinessWeek valorized. Since the virtues of the secular religion – 

financial capitalism – were greed, hubris and power, Barrett constructed a ‘rescue’ frame that deflected 

responsibility away from the news media, while ironically positioning the magazine with its readership. 

Petulantly, Barrett wrote: 

…like some stubborn residents of hurricane zones, we swiftly choose to forget the last tempest and reassure 
ourselves that things will be different from now on. (Barrett 2008, September 29: 28, 31) 

Having aligned himself with his readers, Barrett nonchalantly informed them that their shared 

unwillingness to learn was due to “the timeless power of hubris” during booms and “a set of foolish 

financial notions” that had emerged three decades ago. The reporter avoided an analysis of these 

sentiments. Encouraging soul-searching in the magazine’s readers would have risked provoking them to 

see beyond the ‘rescue’ master frame (and maybe even ask difficult questions such as, why did 

BusinessWeek encourage hubris as though it were a virtue?). In place of calling the “antiregulatory 

ideology” by its proper term – neoliberalism – and examining its track record, wherein the leading Wall 

Street and City banks had relied on bailouts during the numerous financial crises they had created since 
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the 1970s, Barrett asserted the “tent-revival fervour” of “free-market true believers” was “perplexing” 

(p.31). This was so, Barrett claimed, because they believed that they would be rescued when they 

appeared to be failing. 

The article “Wall St. Staggers” explored the emergence of financial deregulation during the Reagan 

regime, the proliferation of derivatives and the refusal of prominent officials such as former Federal 

Reserve chairman Alan Greenspan and former Treasury secretary Robert Rubin to have derivatives 

regulated following the near-failure of Long Term Capital Management in 1998 (Barrett 2008: 28). While 

it offered some criticism, particularly against Greenspan and Rubin, it fell short of describing the political 

power to control societies that the financial oligarchs enjoy. The reporter included a critical quote from 

Michael Greenberger, the official who worked under Brooksley Born at the Commodity Futures Trading 

Commission. Greenberger stated that Wall Street and government-appointed officials, such as 

Bernanke and Paulson, projected the idea that financial busts were, “like floods or hurricanes” 

(Greenberger as cited in Barrett 2008: 31). According to Barrett, Greenberger held the view that 

financial crises were not uncontrollable forces of nature, but were “predictable events.” But, the reporter 

failed to investigate whether key players really believed the ideology. Instead, the BusinessWeek 

writer’s argument protected the accused for errors of belief, rather than criminogenic acts of collusion. It 

also meant that Wall Street executives and financial oligarchs were merely guilty of pursuing a ‘virtue’ of 

capitalism – hubris – albeit the only one acknowledged by Barrett, while greed and power were ignored. 

This insatiable appetite for power attained under the cover of greed – the virtue promoted by the news 

media during boom periods – was referenced in an image for an article “The Fed’s Money Machine” 

(Coy 2008, September 29: 38). The illustration was a close-up of the US central bank’s chairman Ben 

Bernanke, out of whose open mouth was a sheet of freshly minted $20 Federal Reserve notes. As the 

article’s opening stated that central banks “can conjure up money out of thin air,” the image was 

symbolically communicating the 

power of the head to the Federal 

Reserve to ‘breathe life’ into the 

financial system with newly 

created cash (p.38). This capacity 

to ‘print money’ is one of the so-

called Open Market Operations 

‘tools’, that occur by decree of the 

Board of Governors through their 

Federal Open Market Committee 

(FOMC) (Griffin 2008: 194; 

Rickards 2011: 104; Wessell 2009: 
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45). Hence, the illustration wryly communicated the governor’s ‘open mouth operations’ while invoking 

the Fed as a ‘Saviour’ and obscured the existence of the Wall Street-Washington Tax Haven Complex. 

The Guardian Weekly’s September 26 edition included a cartoon of Gordon Brown set against a 

backdrop of a ‘global cataclysm’ (Rowson 2008: 19). On the surface, the cartoon poked fun at the 

precarious life of political 

leaders facing re-election amid 

crises. The jaded tone to the 

humour belied the opportunistic 

exploitation of crises by political 

figures, and the manipulation 

through fear of the dark 

consequences that would 

supposedly ensue if the special 

‘rescue’ powers of governments 

and monetary authorities were 

not activated.  

 

Event Cluster Two: Bank Holding Companies 

The October 6 edition of BusinessWeek focussed on the ‘End of Wall Street?’ phase. A brief one-page 

article titled, “Not such a radical makeover” depicted the dual move by Goldman Sachs and Morgan 

Stanley to become bank holding companies as a relatively easy one for them (Goldstein & Henry 2008b: 

38). The reporters, Matthew Goldstein and David Henry stated that the banks had reduced their 

leverage ratios, in the months following the demise of Bear Stearns, to comparable levels with the big 

commercial banks. These observations made it seem as though the new bank holding companies had 

taken steps to become trustworthy. The reporters quoted an 

academic from the University of Maryland, Michael Greenberger, 

formerly of the Commodity and Futures Trading Commission under 

Brooksley Born (Johnson & Kwak 2010: 9). Greenberger stated that 

the ‘commercial’ banks had not been wise either. Goldstein and 

Henry cited Citigroup as an example, but underplayed the 

significance of this by mentioning that the bank had, for a long time, 

been under the Federal Reserve’s supervision (Goldstein & Henry 

2008b: 38). However, the reporters failed to disclose that large 
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numbers of corporate entities were protected by the secrecy of tax havens quietly endorsed by the US 

central bank, which meant that the lack of transparency was endemic to the financial system. Instead, 

they claimed that Morgan Stanley and Goldman Sachs would be better regulated as bank holding 

companies, just as the newspapers had. 

Accompanying the article was an illustration of a human figure ‘leading-on’ the turtle he is riding with a 

carrot dangling on a line. The figure is mounted on twin light blue coloured buildings that sit atop the 

turtle’s shell that is stylistically presented as a painter’s palette. The figure, whose head faces the reader, 

signifies the Federal Reserve, the twin buildings represent Goldman Sachs and Morgan Stanley. Two 

up-turned turtles appear to represent investors in Lehman Brothers and Bear Stearns. In the 

background, a light-bluish water-colour smudge wryly suggests precarious ‘liquidity’ drying up in the 

cubist-impressionist desert landscape of investment banking. The ecological-survival metaphor 

embedded in this image served as a control mechanism since it also subtly communicated the rewards 

and punishments that determined the survival of the turtles. Therefore, the human figure holding the 

carrot symbolized the financial oligarchs and financial elites. 

BusinessWeek’s edition of October 6 2008 touched on the investment bank-commercial bank divide in 

an interview that regular guest reporter Maria Bartiromo conducted with Bill Clinton. Accompanying 

Bartiromo’s “FaceTime” question and answer format article, was a photo of Clinton, looking pensive with 

his head tilted back, presumably as he regarded the reporter. The 

anchor of CNBC’s “Closing Bell” program deployed a ritualistic ‘hard’ 

question to Clinton to make it appear as though serious investigation 

was occurring. Bartiromo asked the former U.S. president if he had 

any misgivings about signing the Gramm-Leach-Bliley Act into law in 

1999; the one that legalized the banking mergers with other financial 

institutions (Johnson & Kwak 2010: 89). Clinton claimed that he 

viewed the legislation as a way to stabilize the financial system and make it easier for Wall Street to 

make more money (Bartiromo 2008c: 19). He further asserted he did not “see that signing that bill had 

anything to do with the current crisis.” To support his argument he stated that Bank of America’s 

takeover of Merrill Lynch would not have been possible without it.  

However, Clinton’s justifying logic deflected attention from the fact that the Act was in part, a seal of 

approval concerning the merger by Citibank and Travellers, which had, in effect, created the biggest 

banking merger in America since the Great Depression. The legislation paved the way for opportunity 

and rivalry inherent to the financial industry’s race to become ‘too big to fail.’ This process was integral 

to the formation of the crisis (Ferguson 2011; Johnson & Kwak 2010; Prins 2009; Wilmarth 2002; 2009). 

The logic underpinning Clinton’s argument was that the Act in question had nothing to do with the cause 

of the crisis because mergers between major financial institutions were permitted by the Act. His stance 
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failed to prove that the Act was not a causative part of the ‘crisis.’ From this perspective, the idea that 

mergers such as that between Bank of America and Merrill Lynch could de-escalate a crisis that was in 

part magnified by the Gramm-Leach-Bliley Act of 1999 was fallacious. Maria Bartiromo failed to press 

Clinton on his claim, not because she lacked the intelligence or experience, but partly because of her 

elite source dependency. Given that Bartiromo had numerous contacts on Wall Street, it would not have 

been too hard to obtain data on how much the three former investment banks were ‘borrowing’ from the 

Primary Dealer Credit Facility. A mere 19 financial institutions that were the most significant dealers in 

Treasury securities could use the Primary Dealer Credit Facility to exchange hard-to-value or hard-to-

trade assets for cheap federal credit (Federal Reserve Bank of New York 2008b; Felkerson 2011: 12). 

Ironically, a photo accompanying the second 

page of the article depicting Greenspan and 

Clinton at the signing of the Act suggested there 

was more to the 1999 legislation (p.20). In the 

photo, Greenspan is clearly speaking quietly as 

Clinton is leaning close and watching the then 

chairman of the Federal Reserve. The photo 

suggests collusion.  

Bartiromo’s “FaceTime” article, which was first published online on September 24 2008, worked 

strategically to reassure investors that good returns could be made by investing in the big players that 

had access to bailout funds to buy up financial firms weakened by the crisis (Bartiromo 2008b). 

BusinessWeek’s treatment of ‘The End of Wall Street?’ phase served an ideological function, since the 

Federal Reserve was made to appear as a neutral and firm enforcer of the rules (Bartiromo 2008c: 19; 

Goldstein & Henry 2008b: 38). This portrayal relied on the key omission that the Federal Reserve was 

privately-owned by its members’ banks and their private investors. 

Event Cluster Three: Bailout Bill Rejected 

An October 6 BusinessWeek report “Mad as Hell on 

Main Street” seemed to give a voice to ‘ordinary’ people 

from the smalls-ville of America – Allentown (Berfield 

2008: 26). But, it was, in part, designed to regain 

legitimacy with investors from Main Street America by 

making it seem as though the magazine cared about 

their plight. It also worked as a sentiment-finding 

mission since the reporter, Susan Berfield, failed to provide context regarding why people on ‘Main 

Street’ had been struggling financially since the 1980s. Berfield pursued an agenda to glean anecdotes 
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and ‘common sense’ attitudes of everyday people that, in effect, presented a stereotypical picture 

conjured by the song “Allentown” – the Billy Joel tune that sympathetically captured the town’s change 

of fortune. Indeed, Berfield made reference to Billy Joel’s “anthem” and struck pay dirt when she found 

Georgia Goodman, an Indiana University student of philosophy, who unintentionally fitted the stereotype 

that the reporter imagined. Goodman stated in the article: 

I’m intrigued that the government is willing to pump money into corporations who have successfully pumped 
money into CEO’s pockets. It was supposed to be that if you worked hard, you would benefit. And if you 
worked harder, you would benefit more. Now it seems to be the reverse. (Goodman as cited in Berfield 2008: 
26). 

The BusinessWeek reporter’s use of Goodman’s quote belied the cynical inspiration for choosing 

Allentown as the story’s setting because it echoed lyrics from Billy Joel’s song: 

All the promises our teachers gave, if we worked hard, if we behaved. So the graduations hang on the wall. 
But, they never really helped us at all. (Joel 1982) 

Without contextualizing the fate of Main Street as largely the consequence of collusive activities of the 

financial oligarchy, “Mad as Hell on Main Street” served to promote anxiety and fear. 

BusinessWeek’s October 6 edition also contained 

an article entitled “What will AIG sell,” which 

claimed the only thing that was certain about the 

plans of the troubled insurance conglomerate’s 

new state-appointed CEO was that he was “moving 

fast” (Byrnes 2008: 40). However, the report failed 

to disclose that AIG’s new CEO, Edward M. Liddy, 

was a former board member of Goldman Sachs, 

who according to The Wall Street Journal had “experience pulling apart empires” (Karnitschnig et al. 

2008, September 17: A1). The image accompanying BusinessWeek’s article depicted a butcher 

chopping up duplicates of AIG’s Lower Manhattan headquarters, as though the skyscrapers were 

‘carcasses.’ This treatment naturalized the aggressive strategies of Wall Street’s banks, including 

Goldman Sachs, and banks of the City and Europe, to disperse the risk of complex derivatives contracts, 

while rendering its ‘rescue’ as an ‘accident.’ Thus, the power crimes inherent to constructing “the fiction” 

that AIG did not collapse, disappeared even while the illustration depicted AIG as being ‘on the hook’ for 

losing the bets that its financial unit, AIGFP, made (Ferguson 2011; Markose et al 2009: 4; Wilson 2011). 

An October 6 Time article “Who can lead us out of this mess” written by David von Drehle opened by 

downplaying the power relations that underpinned the two candidates almost-simultaneous decision “to 

field questions for the first time about the collapsing financial sector and the government’s proposed 

bailout” (2008, October 6: 19). The Time reporter quoted a selection from the politicians’ speeches to 

demonstrate their “uncanny” similarities. This started by introducing their quotes with phrases “Here was 
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Obama,” “Here was McCain,” then “More Obama,” “More McCain” and then he blurred their surnames 

as “ McBama” and O’Cain” to make the point they were essentially saying the same things. For example, 

the reporter quoted McCain and Obama in this 

way:  

More McCain: There must be a path for taxpayers to 

recover the money that is put into this fund. More Obama: 

If taxpayers are being asked to underwrite hundreds of 

billions of dollars to solve this crisis, they must be treated 

like investors. The American people should share in the 

upside as Wall Street recovers. (von Drehle 2008, October 

6: 20) 

To mask the financial oligarchs’ control over political-media campaigns or meta-communications, the 

reporter created an ecological-survival metaphor wherein he described Obama and McCain as having 

“a genome of the alpha pol.” Notwithstanding the ideological invocation of genetic determinism required 

to create this sub-species (Ho 1999; Rifkin 1999), von Drehle bestowed the two politicians with two 

“dominant traits” – “[t]iming and instinct.” In a cheesy melding of natural history with propaganda, the 

reporter narrated that they were “driven by something wired, not taught” – evidently, like butterflies and 

cicadas. These ecological-survival and industrial metaphors worked to conceal the fact that the wiring 

was, in fact, the invisible lattice of oligarchic-elite networks. 

The report’s criticism was restricted. It mentioned the Obama and McCain’s connections to individuals 

implicated in the excessively leveraged GSEs, Fannie Mae and Freddie Mac, respectively. Indeed, an 

inserted text and graphic presentation, replete with headshots of some key elites in “Team McCain” and 

“Team Obama,” tacitly communicated the Wall Street-Washington Complex (p.21). But the 

accompanying brief bios and mentions of other elite advisors in the text were included as credentials, 

rather than evidence suggesting collusion. In this way, the reporter wrote from a ‘neutral bystander’ 

posture passively providing what were essentially cues as though this was a Voters’ Guide to 

Campaign ’08. Indeed, the article finished with the reporter leaving it up to the candidates to figure out 

how to articulate the problem of the financial crisis. His adherence to the ‘neutral bystander’ posture 

absolved him of this journalistic responsibility (Kandall 2000). The journalist wrote: 

What we seek is a leader who can size up a problem, explain it in a way that seems both true and hopeful 
and match the nation’s priorities to its needs. Here’s the crisis – which man is up to it? They have a month left 
to give us their answers. (von Drehle 2008, October 6: 22) 

The pivotal word in this passage is “seems,” which suggested constructing an account that would 

appear accurate, while at the same time managing to promise pragmatism and a better future. A photo 

of a printing press worker flicking through sheets of the Federal Reserve’s $100 bills was set next to a 

graphic and text presentation entitled, “What you could do with $700,000,000,000.” This worked to link 
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the bailout to the idea that Wall Street could finance the economy. In the graphic and text presentation, 

icons depicted the various sectors or expenditures 

of the economy that could be financed from the 

$700 billion. Ironically, some text below the photo 

of the worker flicking through sheets of $100 bills 

concluded, “or you could just pay off 7% of the 

$9.8 trillion of the national debt.” The workings of 

the debt-based financial system were not explored. 

In this way, von Drehle and Time suggested that 

the candidate and the party with more political capital to draw upon during the inevitable controversies 

ahead would win. That candidate was Obama as was subtly communicated in the article, such as when 

the reporter stated that McCain was associated with “the Bush brand” (p.22). This contrasted with 

Obama’s supposed attributes:  

Obama would be quicker to spend, quicker to regulate but also probably faster to react to economic weakness at 

home. The choice might be as much about reflexes as about ideology. (von Drehle 2008, October 6: 22) 

In other words, Obama was pitched as being more nimble and therefore more pragmatic, which 

matched the ideological framing in the article’s exposition regarding evolutionary adaptability. This 

would appeal to Time’s Middle American audience who would have aversions to “ideology.” It would 

also fit with the political elite’s reading of Time to associate Obama with speed, since time was of the 

essence and ‘speed politics’ was a crucial means of crisis exploitation.  

The Economist’s September 27 edition inferred 

pragmatism in a report entitled “The doctors’ 

bill” since it worked to naturalize the financial 

crisis by playing on the idea that the financial 

system was in a state of ill-health (2008: 71). 

Therefore, swift intervention by a doctor was 

needed. The article drew upon Bernanke’s 

expertise concerning the Great Depression and 

referred to Ben Bernanke’s “groundbreaking 

paper” published in 1983, which stated that the Great Depression began to subside as tax-funded 

statutory institutions such as Reconstruction Finance Corporation and the Homeowners’ Loan 

Corporation loaned to industry and households (Bernanke 1983). The Economist’s portrayal of 

Bernanke helped cast the Federal Reserve and the Treasury with the shepherd-Saviour metaphor. Like 

the rest of the news media, The Economist upheld the sanitized version of the US central bank’s 
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collusion with the financial oligarchy during the Great Depression so that readers would believe financial 

crises were too complicated to elicit patterns. The article stated “[a] month ago Mr Bernanke and his 

colleagues began to think” that a comparable approach may be prudent and mentioned that 

‘contingency plans’ had been “drawn up” (p.72). But then, evidently when a “financial hurricane blew 

over” during the Lehman’s crisis weekend, Paulson, Bernanke and Geithner calculated incorrectly that 

financial institutions were sufficiently ready for the failure of a financial conglomerate with the size and 

complexity of Lehman Brothers. Thus, a meteorological metaphor was also used to make it seem like 

the crisis was the ‘natural,’ wholly unpredictable phenomenon of ‘the markets.’ 

Event Cluster Four: Resurrection of the Bailout Bill 

Two satirical cartoons in The Guardian Weekly’s October 3 edition inferred a critique of the financial 

crisis. One cartoon depicted president Bush who had “Panic now before it’s too late” written on his 

forehead (Bell 2008, September 26. In: The Guardian Weekly 2008, 

October 3: 21). A rush of invisible wind had caused his tie to flap 

upward, which signified the presidential threat of a ‘financial 

hurricane’ if the bailout bill was not passed. At a deeper level, it 

subtly communicated the ‘behind the scenes’ political manipulations 

to have the president perform the ‘Present the Peril Live’ ritual.  

A second cartoon, depicted senator John McCain at an office door in Congress offer to “help” to 

surprised negotiators drafting the bailout bill. On the back of his jacket is written, “ ‘…Economics is not 

something I’ve understood…’ – John McCain” (iGNC 2008, September 26: 9; 2008, October 3: 21). The 

quotation on McCain’s back was a reference to his frivolous admission to reporters in December 2007 

that economics was an “issue” that he claimed no expertise in (Smith 2007, December 2007). This 

cartoon accompanied an article “McCain, master of manoeuvre…” which explored McCain’s tendency to 

risky manoeuvres, but it too failed to 

investigate the formative influence of the 

financial oligarchs ‘behind the scenes.’ It 

also neglected to connect McCain’s move 

to Bush’s live television appearance. As 

such, the two cartoons did not capture the 

links between Wall Street and Washington 

and the key financial authorities.  
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In the October 4 edition of The Economist, an image accompanying an article entitled “On life support” 

depicted a robotic building that lay flat on an operating table in a science laboratory, wherein five 

financial scientists, who wore masks fitted with lenses, attended to the apparently ‘fallen’ bank robot 

(2008: 73). The sci-fi metaphor in this report was used to construct a ‘rescue’ frame to argue that 

confidence was the fundamental weakness of the 

banking system. But the report did not say why the 

banking system had this weakness. The surface 

meaning was that there was no overall coordinated 

solution.  

The article concluded by asserting that the 

consolidations taking place, such as the takeover of 

Washington Mutual by JPMorgan and Chase, posed 

the danger of creating an even bigger calamities if just 

one were to fail. This criticism was of course tightly controlled. In the role of the ‘neutral bystander,’ the 

writer stated that even the biggest banks had “little choice but to present a steely exterior and carry on 

as if nothing were wrong.” This meant that their survival was conflated with the vulnerability of 

everybody else (including consumer investors) and therefore the ‘too big to fail’ banks – embodied in the 

giant robot – were being naturalized. But it is clearly not the case that JPMorgan Chase et al had “little 

choice” but to hope for the best. Therefore, the illustration reveals the meta-level meaning that the giant 

‘bank building’ robot was not there to be ‘rescued’ by the financial scientists – it was their monstrous 

creation!  

Another article in the October 4 issue of the The Economist entitled “Blocked pipes” inferred that global 

money market system needed a technological upgrade (2008, October 4: 70-72). The illustration 

accompanying the article deployed an industrial metaphor to convey the idea that the system was 

antiquated since it was constructed of materials that were prone to bursting under pressure. A pipe has 

ruptured and is spilling dollars and oozing a gooey liquid while a fat bespeckled man dressed in a pin-
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striped suit holds a wrench and plunger. The article explains that the money markets are the “plumbing” 

of the financial system (p.70).  

This edition of the Economist also downplayed the US monetary 

authorities decision to let Lehman Brothers fail in an article 

entitled, “The price of failure” (2008: 78). The intention was to 

obscure the American financial officials’ subsequent decision to 

switch from an ‘ad hoc rescue’ approach to a systemic bailout by 

making it appear as though the escalation in financial turmoil was 

unintended. The writer argued that “officials felt an example 

needed to be made so as to combat “moral hazard” ” This term 

was defined as “the risk that banks will act recklessly if they know 

they will be bailed out when their bets sour.” The illustration accompanying the article depicted Henry 

Paulson as a singed “financial official.” With a regretful expression, he makes a sideways glance at a 

smoking building, upon which the name is written: “Lehman Brothers.” This image worked with the 

articles’ opening: 

The government must privately rue its hard line toward Lehman. Confronted by blaze after blaze in recent 
weeks, America’s financial firemen have rushed to douse the flames – with one exception. Unable to 
persuade any rival to take on a battered Lehman Brothers, the government was left with a hard choice: spray 
the investment bank with public money or let it burn. In choosing destruction, the government has provided a 
painful lesson in the dangers of doing the right thing at the wrong time. (The price of failure 2008, October 4: 
78) 

Like the pyrological metaphors that were used across the media to downplay the cluster of events in the 

week that Lehman Brothers collapsed, the pyrological metaphor used in “The price of failure” conveyed 

the idea that the “bail-out policy” had been “haphazard.” 

The Economist’s regular ‘Buttonwood’ column entitled “Weaken the 

sinews: Why it is risky to speak so plainly of impending doom” in its 

October 4 edition criticised the appeal to fear that had occurred in 

America since the collapse of Lehman Brothers (2008: 76). The 

accompanying cartoon, depicting a caricature of George W. Bush 

pressing the ‘panic button,’ referenced the president’s ‘Present the Peril 

Live’ ritual. But, while the column acknowlegded this event and that 

Bernanke’s appeal to the spectre of a recession (if Congress failed to 

pass the bailout bill) was part of a “strategy,” it did not admonish for the manipulation as such. Rather, 

the writer of the article took the view that it was not the role of politicians to undermine the confidence 

which underpins economic activity. Apparently, this was “the media’s job.” But because the writer 

finished the article on this point, The Economist was off the hook to explain why exactly the media had 

the role of “spreading despondency.”  
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In the October 13 issue of Time, in the article entitled “How they failed us” the blame was squarely 

directed at Congress (Grunwald 2008: 26). The title was arranged as a rectangular shaped speech 

bubble placed in the sky above the dome of the Capitol building – home to both Houses of Congress. 

The surface meaning of the imagery was that public trust had been broken, which was the essence of 

Grunwald’s ranting exposition. This breach of trust had resulted from successive White House appeals 

to the public, most notably the alleged need to invade Iraq. 

In this context, the bailout was framed as regrettable, but 

necessary and the vote-down by ‘rank and file’ politicians 

encapsulated the breach of trust felt by the public. 

However, the speech bubble saying, “How they failed us” 

that emanated from the Statue of Freedom was ironic 

since it was perched there in 1863 during the Civil War; 

ostensibly a war fought to free slaves (Achbar, Abbott & 

Bakan 2005; Brown 2008; Griffin 2008; Still 2009; Walton 

2005). One of the oligarchic-mass settlements following 

the Civil War – the 14th Amendment to the Constitution – 

provided the framework upon which the Federal Reserve 

would later offload its debts to American taxpayers during 

the Great Depression (after the passing of House Joint Resolution 192 in 1933), as mentioned earlier in 

chapter five (Brobst 2003; 2010; Brobst & Beddoe 1991). 

These visual framing elements supported the purpose of Grunwald’s article, which was to project 

animosity toward members of Congress, and the Treasury secretary. Grunwald argued the president 

and US Treasury secretary had done a “lousy job … selling their plan” and had “failed to brand it as an 

economic recovery plan instead of a bailout.” Paulson was also blameworthy in the reporter’s eyes for 

having failed to produce evidence to support the case for a bailout (Ferguson 2010; Johnson & Kwak 

2010; Williams 2008). Instead, Grunwald brazenly wrote that the Dow Jones Industrial Average worked 

as a superior lobbyist when it dropped 778 points the day the bailout bill was rejected. This effectively 

conflated the idea of political voting with ‘market’ voting. In doing so, the reporter abdicated his 

journalistic responsibility to investigate the decisions of the Federal Reserve, the US Treasury and their 

collusive connections with Wall Street. 

Time’s October 13 feature article, “The end of prosperity?” explored comparisons between the Great 

Depression and the financial crisis as of late September 2008 (Ferguson 2008: 20). This issue of Time 

magazine went to press between the House’s rejection of the bailout bill and the Senate’s passing of it; 

and featured a picture taken outside the New York Stock Exchange on September 30 (The end of 

prosperity? 2008, October 13: 20-21). Because the writer of the article – monetary historian Niall 
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Ferguson – failed to conceptualize the American oligarchy that had maintained control of the Federal 

Reserve since its establishment, the US central bank was positioned as a ‘Saviour’ in harsh times. 

Consequently, the archetypal shepherd role of its chairman was also implied by way of reference to his 

expertise on the subject of the Great Depression. This suggested that he had knowledge on how to not 

repeat the ‘mistakes’ that lead to severe economic hardship. This 

common referent to Bernanke’s expertise was based on the 

assumption that he, and others like him, were benign actors working 

with the interest of ‘the American people’ and the world at large. 

Crucially, Ferguson’s article did not explain the cartel’s fractional 

reserve banking system, nor the 

impact of the 14th Amendment. 

Therefore, the nexus between the 

private creation of credit and the 

public obligation to carry the Federal 

Reserve’s debt load was omitted.  

A BusinessWeek column entitled “After the binge, who should suffer?” argued that the root cause of the 

crisis was the level of debt the US owed to foreign creditors (Mandel 2008, October 13: 32). 

Accompanying the article was an illustration of a fat, fallen Uncle Sam snowman lying on an icy-cold 

landscape, which was a motif that played on the ‘financial ice-age’ theme. This column, written by 

Michael Mandel, claimed that “much of the money” 

was “used” by American financial firms “for 

mortgage loans.” Of course, this vague description 

maintained the deception that banks and deposit-

taking financial firms ‘lend’ the money of savers and 

investors (rather than construct large loan pyramids 

upon relatively tiny bases of capital). 

The writer also obscured the cause of the crisis by 

blaming the victims when he stated, “American 

families took a lot more debt than they could 

comfortably afford.”  Since the value of mortgage-

backed securities was so deflated, and American 

households would struggle to meet all of their debt, Mandel presented a solution. This solution was a 

“shared sacrifice” between “borrowers, taxpayers and foreign investors.” He added that it was 

“unseemly for the richest country in the world not to pay some of its debts.” The columnist failed to 

explain the discrepancy between the view that America was the richest country on the planet, and the 
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fact that its families had over borrowed. Their need to borrow suggested that America was poor. 

Evidently, the private debts and debt securities of America’s financial institutions owed to a foreign 

investment class was everyone’s problem. In turn, blaming America’s middle and working class for 

taking on too much debt legitimized the financial oligarchy’s control of the debt-based financial system. 

These fear-ridden, simplistic and disjointed pictures indicate a metapicture wherein the boom-bust-

bailout formula is standard operating procedure. Implicit to this formula is the transferrance of private 

debt to the mass population through coercive confiscation of wealth or tax, and losses endured by 

ordinary investors, workers and ‘borrowers.’ Also implicit is the superiority of those conferred with the 

privilege to create private credit, derivatives and laws through systemic regulatory capture. 

Appendix VII: Notes and Commentary 
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Appendix VII: Notes and Commentary 

                                                        
Chapter 1 

1 These figures are a cumulative sum that includes short-term debt frequently rolled-over. The commonplace acronym for the 
United States Government Accountability Office – GAO – will be used interchangeably with the Government Accountability 
Office.  

2 The systemic financial crisis of 2007-2011 has caused major economic hardship for hundreds of millions of people around 
the world. In the 18-month period from August 2007 to March 2009, $50 trillion in ‘global wealth’ was said to have ‘vanished’ 
(Adam 2009, Loser 2009: 7). Those losses included a $10 trillion collapse in US stocks and a $6 trillion drop in US house 
market values. But there was also the erasure of household sector investment, retirement plans, worker savings and state 
welfare schemes that came to $15 trillion (Prins 2009; Wilmarth 2009). Globally, by 2010, as a result of the downturn social 
unrest (including food riots) occurred in 25 or more countries, with around 30 million people having been thrown into 
unemployment, according to conservative figures from the United Nations’ International Labour Office (ILO) (Food crisis: The 
facts, 2008; ILO 2010: 3; Kollewe 2010; Vidal 2011). The continued and deepening economic hardship, exacerbated by state 
imposed ‘austerity measures’ worldwide on behalf of unidentified ‘creditors’ or ‘bondholders,’ led to the emergence of the 
Occupy Movement, on September 17 2011 (Chossudovsky 2010a: 46; DeGraw 2012). 

The Occupy Movement started with an occupation of Zuccotti Park in the Wall Street financial district of Lower Manhattan by 
a small group called OccupyWallStreet (Adbusters#OccupyWallStreet, n.d.). The Occupy Movement grew within a month 
into a global phenomenon as people around the world set-up encampments in over 1500 towns and cities (Meetup.com, 
n.d). The occupations of public spaces were actions of ‘civil disobedience’ by people who sought to express their frustrations, 
needs, rights and aspirations concerning an ongoing financial crisis that actually belied a crisis of economic and political 
power that the major news media outlets were not systematically investigating (Ogilvie, n.d; Grounded Television Network, 
n.d.a,b). 

3 ‘Free market’ economic policies are characterized by applying so-called ‘market efficiency’ across whole countries and are 
typically endorsed as a strategy to reinvigorate economies with sound finance (Nitzan & Bichler 2006). 

4 In chapter five, abbreviations of the newspapers and some other publications are used with the in-text references (and the 
accompanying footnotes and commentary) to indicate which news outlets have been sourced. These abbreviations are as 
follows: The Wall Street Journal (WSJ), The New York Times (NYT), The Washington Post (WP), the Financial Times (FT), 
The Times (T) and The Guardian Weekly (GW). Additionally, Bloomberg (B), MarketWatch (MW), The New York Post (NYP) 
and Vanity Fair (VF) appear elsewhere. 

Chapter 2 

5 During a financial crisis the functioning of the financial system breaks down and financial markets work poorly, if they 
operate at all. The so-called ‘real economy’ or production and services in other industries become adversely affected. 
Systemic financial crises can result from busts that follow boom periods in property and share markets. Sovereign and 
private credit expansion may suddenly contract and over-inflated currencies may collapse (Felsenheimer & Gisdakis 2008). 
An economic crisis here means a serious downturn in production due to a massive sudden departure from market stability or 
a boom period. Such a downturn may trail a financial crisis and will always follow a banking crisis (Calomiris 2009). 

6 Mancur Olson described in The Logic of Collective Action that super-wealthy interest groups use their influence to benefit 
disproportionately from regulatory capture or the control of governments (Olson 1971 as cited in Johnson & Kwak 2010: 138-
139; Buiter 2008b: 36). 

7 An important form of symbolic power exploited by wealthy individuals is philanthropy. Oligarchs use philanthropic projects, 
such as foundational grants, to create for themselves positive public images which will deflect attention from wrongdoing and 
wealth gained by exploitation. Not surprisingly, buy-in to the donors’ ideology or worldview is a prerequisite for receiving 
project grants from foundations and trusts. The foundations and trusts of the wealthy are also an important mechanism for 
limiting tax exposure, maintaining control of formidable corporate hierarchies through genealogical lines and for power 
projection over the fields of science, education, arts and social development (Lundberg 1968: 384-385; Wormser 1958). 
Indeed, Ferdinand Lundberg (1968) observed in his seminal book The Rich and Super-rich, that the print media deployed “a 
variant of ‘Orwellian Newspeak’ ” to promote an idea that “wealth means philanthropy”7 (p.382). The term ‘Orwellian 
Newspeak’ refers to George Orwell’s dystopian novel Nineteen Eighty-four. The wealthy, Lundberg observed, were readily 
described in the press “as philanthropists” (p.382). Lundberg argued that “[b]y American propagandic decree the wealthy 
man has thus transmogrified into the quintessential cream of humanity.” 

8 Such an arrangement merges the oligarchic power interests with the aspirations of the largely property-less masses, as in 
the construction of the democratic political systems following the English, American and French revolutions, wherein the 
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majority were persuaded through the ruse of universal suffrage to settle for less and accept the key conditions of the 
oligarchs (Achbar 1994; Winters & Page 2009). 

9 Jeffrey Winters (2011) identifies three other forms of oligarchy. These are: warring, such as those of medieval Europe, 
ruling, such as those of classical Rome and Athens; and sultanistic, such as Indonesia under Suharto.  

10 As Ellen Brown stated in The Web of Debt, the Rich List’s produced by publications such as Forbes do not accurately 
reflect the financial claims of the rich and super-rich (Brown 2008: 280). 

11 Investable assets do not include “primary residence, collectibles, consumables, and consumer durables” (Capgemini & 
Merrill Lynch Wealth Management 2011: 4). After two and a half decades of restructuring the American political-economy 
according to neo-liberal strictures an income pyramid emerged that became longer and thinner at the top. In 2006, half the 
population had an income that was less than $30,000, while the wealthiest half-percent averaged reported earnings of $26.5 
million (“America by the numbers”, 2006). 

12 The 12 Reserve Banks each have a nine-member board and they are divided into three classes. Each class is composed 
of banks with similar capitalization or size (Board of Governors of the Federal Reserve System 2008: 374; Deloitte & Touche 
2009: 4). 

13 In his book Oligarchy, Winters does not define conspiracy. His case studies of civil oligarchies, the United States and 
Singapore, do not test for conspiratorial mechanisms. 

14 Henry Kissinger is widely regarded as being a key player behind the CIA-backed coup that instilled the dictator Augusto 
Pinochet, which enabled Milton Friedman’s ‘Chicago Boys’ to implement ‘free market’ policies (Chomsky 2006: 112 en 20). 

15 During a secret conference held in Geneva in 1967, the executives of some the world’s leading corporations such as the 
Chase Manhatten Bank, American Express, General Motors, ICI, British American Tobacco, Daimler-Benz A.G., Heinz and 
Siemens covened to work out with Indonesian officials how to restructure the economy for their benefit. Absent from the 
agenda of the innocuously sounding Indonesian Investment Conference was the CIA-backed military coup (Pilger & Lowry, 
2001; Pilger, 2002). 
 
16 Anglo-American dominance over the world was gained at the end of World War II. Crucial to this dominance was securing 
control over petroleum and finance, which was formally established in 1944 at the Bretton Woods Conference in New 
Hampshire. The Bretton Woods agreement, which gave superior voting control to the United States and Britain over 
monetary and trade decisions, depended on: the International Monetary Fund (IMF), the World Bank and a General 
Agreement on Tariffs and Trade (GATT). The IMF would supply emergency funds for member countries in crisis; the World 
Bank was to make loans for infrastructure projects to governments; and GATTs was a program for ‘free trade,’ which was 
eventually institutionalized as the World Trade Organization in 1995 (Editorial 2000: 3-5; Engdahl 2004: 87, 120-126; 2009: 
258-272; Lambie 2009: 158). The post-World War II plan had been carefully formulated between the US State Department 
and a CFR War & Peace Study Group, initiated with Rockefeller funding in late 1939 (Chomsky 1986: 11; Engdahl 2009: 
136-162, 166-167, 184-186, 215).  

In the late 1960s, Anglo-American dominance over petroleum and finance came under threat. The system used the United 
States dollar as a currency for global trade ‘backed’ by a gold standard regime, which maintained the US dollar’s 
convertability at a rate of $35 dollars for an ounce of gold. Dick Bryan and Michael Rafferty (2006) note that the gold-backing 
was symbolic and that the real backing of the world’s financial system was America’s economy and its power as a major 
state (p.113). By removing gold as a stable standard, in 1971, against which commodity and currency values had been 
measured, commodities once again entered the ‘casino circuit’ for speculation  (Strange 1997; Engdahl 2004; Bryan & 
Rafferty 2007; Chossudovsky 2010). American dollars in the international arena became a fully fiat currency, which is paper 
money with no precious metal backing (Engdahl 2004; Griffin 2008). With the decoupling of the US dollar from gold reserves, 
former chairman of the Federal Reserve Alan Greenspan explained, central banks gained the ability to manufacture and 
obliterate “unlimited supplies of money and credit” (Greenspan 1998: 247 as cited in Allen 1999: 87).  

17 While ‘free market’ economic prosperity was promoted, under the surface a strategy known as new constitutionalism was 
pursued by dominant capitalist coalitions that would make the neoliberal transformations permanent. This strategy featured 
“strong states, expanded markets and limited democracy” and the purpose was to preference the property rights of corporate 
capital and large investors (Citing Cox 1992; Gill 1998 as cited in Winseck 2000: 22). Through the construction of a global 
political economy, ‘new constitutionalism’ enshrines the fluidity of capital, and positions the investor as a sovereign legal 
person (Gill, 1998). The logic to the processes of ‘new constitutionalism’ can be interpreted by where they take place – within 
supranational institutions. As the term implies, supranational institutions operate beyond the reach of nation states, and are 
policy-setting bodies for the world’s governments. As such, supranational institutions are designed to work out coercive 
strategies to gain nation-state cooperation and to reduce the capacity of democratic politics to be accountable to national 
publics (Gruber 2000; Wilson 2009; 2011). There are numerous supranational institutions including: the International 
Chamber of Commerce (1919), the Bilderberg Foundation (1952), the World Economic Forum (1971), the Trilateral 
Commission (1973), and World Business Council for Sustainable Development (1995) (Carroll & Carson 2003; Estulin 2009). 
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18 These oil price shocks, which were orchestrated by the Rockefeller’s Standard Oil cartel and Henry Kissinger (in collusion 
with the Bilderberger Foundation), set off an inflationary period. Mohammad Reza Pahlavi, better known as the Shah of Iran, 
was induced to buy US-made weaponry, but he lacked the cash. The Rockefeller-Kissinger-Bilderberger nexus worked out 
that they needed a trigger event that would work as a cover for the Shah of Iran to hike oil prices so that he could afford his 
military spending. Kissinger, with the assistance of ‘back channels’ in London, orchestrated the Yom Kippur War of 1973 by 
deceiving the Egyptians, Syrians and Israeli’s about each other’s agendas. The ensuing oil embargoes meant that countries 
were forced to pay 400% more for petroleum, which was traded in US dollars, amid the reduced supply of oil. In turn, this 
meant that Wall Street banks, especially Rockefeller’s Chase Manhattan Bank made enormous profits. The Chase 
Manhattan Bank was the Iranian government’s bank, as well as the bank of the National Iranian Oil Company and also the 
Shah’s family bank (Engdahl 2004: 127-141; 2009: 265-272). Thus, the world was subjected to a far-reaching shock 
treatment that served the Anglo-American oligarchy’s interests. Another heresy of Nixon’s was that he had also publicly 
disapproved of the GATT ‘free trade’ agreement that was so central to Anglo-American dominance (see fn 15). Nixon’s 
public statements evidently incensed David Rockefeller (Estulin 2009: 60). 

19 Nixon’s declaration of a ‘war on drugs’ in 1971 resulted in a joint operation with French Police that intercepted trucks 
bearing a European Economic Community marker, the Triangle Internationale Routier (TIR). This marker exempted the 
trucks from customs inspection, thus enabling drug trafficking of heroin throughout  Europe from opium refining factories 
along the French coastline (Coleman 2006a: 113-118;, 69-79, 391). As Michael Ruppert argues in Crossing the Rubicon: 
The Decline of the American Empire at the End of the Age of Oil, the drug trade is a vital source of income for CIA Black 
Operations (2004). These covert operations are vital to undermining democratic systems which are not subservient to the 
North Atlantic capitalist class. A former British intelligence officer, John Coleman (2006a), asserts that the drug trade is a 
major source of illicit income for the Anglo-American oligarchy. 

20 In his book, The True Story of the Bilderberg Group, Daniel Estulin summarizes the detective work of John Coleman, who 
argued his book The Conspirator’s Hierarchy: The Committee of 300, that the Watergate plot was directed from the Royal 
Institute of International Affairs (2006a: 148, 196-205). The plotters worked to ensare Nixon in the Republican’s attempted 
break-in to the Democrat’s election campaign headquarters at the Watergate office complex (Coleman 2006a: 148, Estulin 
2009: 55-60). Coleman also revealed that the Democratic National Convention’s legal counsel, Joseph Califano, had 
accessed information from transcripts of wiretapped conversations between the president and his re-election committee. 
Califano, who was also a CIA asset and a member of Queen Elizabeth’s Round Table, was privy to the secret wiretapping of 
president Nixon prior to the Watergate break-in (Estulin 2009: 57; Prouty 2008: 13). The movie All the President’s Men, 
which depicted the story of the ‘Watergate Scandal’ by following the investigative efforts of two Washington Post reporters 
into the ‘bungled’ Watergate break-in, provided a glimpse of the deeper role played by the newspaper. In one news-meeting 
scene, one of the editors asked why the Washington Post was the only national newspaper continuing to cover the break-in 
story (Evans 1998: 568; Pakula, Goldman, Boorstin, Coblenz & Redford 1976). According to Coleman, it was the 
newspaper’s owner and chairwoman of the executive committee, Katherine Graham, a CFR member, who ensured that the 
two reporters, Bob Woodward and Carl Berstein, stayed on the story. The newspapers’ role was to keep revealing 
information in order to develop a narrative that would unseat the president (Coleman 2006a: 199). Evidently, the conspiracy 
exploited the psychological control techniques of the London-based Tavistock Institute of Human Relations, which was 
originally set up in 1913 to manipulate the Britons to support the British Round Table Groups’ plans to make war with 
Germany (Coleman 2006a; Quigley 1996). According to Coleman, the Tavistock Institute’s secret manuals provide 
instruction on how to isolate intended targets by betrayals, alternating between discipline and promises, and making 
inconsistent statements to the news media that together cause confusion, paralysis and loss of legitimacy (Coleman 2006a: 
202). Coleman claims it was general Haig that was Woodward’s secret ‘Deep Throat’ source, and not former associate FBI 
director Mark Felt (p. 148). Others argue that ‘Deep Throat’ was a composite of characters (Scott 2007: 48-49).  

21 David Rockefeller’s older brother, Nelson, had spent part of World War II creating and maintaining Nazi-friendly business 
and political networks in Latin America, which were essential to covert routes and mechanisms to supply Nazi Germany with 
Standard Oil petroleum, patented technology and other information (Engdahl 2009: 161-162; Highham 1983: 39-40). 

22 This objective was really a reassertion of an older plan, albeit in a more comprehensive form, as described by historian 
Carroll Quigley in his book Tragedy and Hope: A History of the World in Our Time. Quigley argued that international bankers 
had devised a cartel system of central banks so that wealthy individuals could control the world’s governments by financial 
means (1966: 324). 

23 Derivative financial contracts are also used by institutional investors as a form of insurance against price fluctuations and 
as a means to speculate for higher returns on the price and index changes of the underlying assets or debt instruments 
(Bryan & Rafferty 2006, 2007). For a relatively low capital out-lay a large exposure to risk can be achieved and therefore a 
speculator can leverage their capital to potentially achieve a higher return on their bet (or ‘hedge’ their exposure to future 
price drops) (Bryan et al. 2009; Tett 2010). 

24 In their book Capitalism with Derivatives, Bryan and Rafferty outline a predicament that nation states face, known as the 
‘policy trilemma.’ In this scenario, governments cannot simultaneously pursue the following three broad policy agendas: (1) 
sustain the wealth that accrues to the workforce; (2) facilitate vast international movements of capital; and (3) manage 
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exchange rate stability. At most, only two of these three ‘policies’ can be maintained (Bryan & Rafferty 2006: 106-107). The 
Anglo-American political elites of the time succumbed to the will of bankers by prioritizing high international capital mobility. 
Once capital controls were lifted ‘haphazardly,’ exchange rate volatility became increasingly frequent around the world 
throughout the 1970s as a result of speculative attacks on currencies (p.118-119). Consequently, labour was used as the 
‘swing mechanism’ of the ‘policy trilemma’ because governments attempted to maintain stable currencies amid high 
international capital flows. This meant a decline in real incomes for the majority of workers amid higher unemployment. 

25 Game theorists study “the behavior of independent decision-makers whose fortunes are linked in an interplay of collusion, 
conflict, and compromise” (Shapley & Shubik 1971: 5). In economic game theory, industries that are dominated by 
oligopolies are modeled in ‘cooperative’ and ‘non-cooperative’ games, which refer to whether there is competition or 
collusion, respectively (Radner 1980; Friedman 1985). This means that game theory models collusive tacit and explicit 
agreements as ‘non-cooperative’ behaviour (Ayres 1987: 297. See also fn 10). Whereas, I use Gideon Keren and Werner 
Raub’s definition of ‘cooperative’ behaviour to describe collusion among cartel members, wherein threats and promises are 
signalled in moves that are expected to be reciprocated for the cartel to remain stable (Keren & Raub 1993: 430). 

26 The origins of game theory and its appropriation by economists has received little attention in the literature on the financial 
crisis. Game theory was developed in the 1950s for military strategies in the United States. The most famous is known as the 
‘Prisoner’s Dilemma,’ which is based on the premise that humans are inherently selfish and that trust can only be gained 
through a system that imposed threats and promises (Curtis 2007). Unsurprisingly, the only way to win the game is by 
betrayal. In the 1990s, game theory was mainstreamed into economics and finance in order to predict the behaviour of rivals 
and many games had in-built event trigger strategies (Bryan & Rafferty 2006: 163; Curtis 2007). Thus, financial oligarchs and 
elites found in game theory a mathematical way to express the narrow logic of power, rivalry and their vision for a world 
defined by financial strategems. 

27 Banking crises have two characteristics: banking panics and insolvency, which have different causes and which cause 
acute economic problems. Panics happen when the banking system is overwhelmed by abrupt demands en masse to 
redeem cash deposits as a result of perceptions or realities that banks are in financial trouble (Calomiris 2009; Felsenheimer 
& Gisdakis 2008). Insolvency occurs when multiple banks fail because they cannot meet their debt obligations. 

28 Junk bonds are high risk, high yielding corporate issued certificates that pay dividends in fixed intervals and on maturity 
the principle amount is repaid to the holder of the corporate bonds. They proliferated as a source of finance for non-financial 
firms to finance projects, but mostly as a means to fund corporate take-overs (Augar 2005). 

29 The world debt crisis was also potentially a crisis for major US banks, had the ‘developing world’ formed a counter-coalition 
(Klein 2007). At the end of 1982, the loan exposure to all developing countries by nine major US banks was at 287.7% of 
their stock market capital value. The loans to Latin America made by the nine major banks came to 176.5% of their stock 
market capital value for 1982 (Allen 1999: 121). 

30 ‘Structural adjustments’ were a euphemism for ‘shock treatment’ policies, wherein countries were pressured to implement 
the ‘free-market’ economic model, such as privatization of state-owned infrastructure, in exchange for emergency IMF loans 
and World Bank debt rescheduling. Inevitably, the structural adjustments ‘failed’ to generate enough tax revenue to service 
the loans and ‘austerity programmes’ were proscribed. These measures involved cuts to social programmes such as 
education, health and public housing, which were viewed as a misallocation of resources because they did not service debt 
and generate exports (Rowbotham 1998: 135). 

31 Before the launch of the Big Bang, 49 companies including conglomerates from the US, Europe and Asia signed up to be 
brokers. 

32 At the time, the October 1987 stock market crash included the largest one-day drop in stock market values in US history 
(Mishkin & White 2003 as cited in Hunter et al. 2003). The Dow Jones stock index fell 22.6 percent on October 19 or ‘Black 
Monday’. The S&P 500 measured drops of 12.1 percent in October and 12.5 in November (Mishkin & White 2003). 

33 According to former stock trader Stephen Zarlenga, “[s]ome of the biggest firms in Wall Street … had to unplug or cut the 
wiring to computers” (“The 1987 crash” 2009; Zarlenga as cited in Engdahl 2009: 309). 

34 The strategy to undermine the ruble economic zone depended on gaining buy-in from local elites, who would cooperate to 
transform the peripheral communist states, by implementing separate central banking systems, new currencies and other 
IMF ‘shock treatments’ (Chossudovsky 2003: 247). Between 1990 and 1992, several former Eastern Bloc countries 
experienced either systemic banking or currency crises, or both: Georgia (1991, 1992); Hungary (1991); Estonia (1992); 
Latvia (1992); Lithuania (1992); Bosnia and Herzegovina (1992); Slovenia (1992), Poland (1992), Romania (1990), Russia 
(1992)  (Chossudovksy 2003; Laevan & Valencia 2008; Klein 2007). Conspicuously missing from the IMF’s survey in 2008 of 
financial crises from 1970 to 2007 was the Russian currency crisis of 1992 (Laevan & Valencia 2008).  

35 In 1991, Chemical Bank acquired Manufacturers Hanover Trust Company, a bank that was the result of a merger in the 
1920s orchestrated by Harris Forbes Chase, a rival banking magnate to J.P. Morgan (Chernow 1991). With interstate banks 
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laws loosened, regional banks acquired branch banks to create nationwide holding companies (Johnson & Kwak 2010: 84). 
First Chicago merged with National Bank of Detroit in 1995, Chemical and Chase Manhattan merged in 1996, and Bank One 
merged with First Chicago in 1998 (p.85).  

36 European banks that merged with American investment banks were: Swiss Bank Corporation (which became part of UBS) 
who bought Dillon Read in 1997; Credit Suisse, which acquired First Boston in 1998; and Deutsche Bank, which bought 
Bankers Trust, also in 1998. In Europe and the United Kingdom, there were almost 1800 bank mergers between 1990 and 
2001. In the United Kingdom between 1992 and 1999, HSBC merged with Midland, Lloyds with TSB and Royal Bank of 
Scotland with National Westminster (Wilmarth 2009). Two large Swiss banks merged to form UBS in 1998. The four largest 
French banks merged to become binary giants; BNP-Paribas in 2000, and Credit Agricole-Credit Lyonnnais, in 2003.  

37 For the same year, the Federal Reserve estimated that the magnitude of digital money moving through US payments 
systems was $544 trillion (Allen 1999: 7, 57). High velocity digitized currency flows had become mostly ‘stateless’ meaning 
that the electronic transactions were largely beyond the control of national regulatory authorities, who in any many respects 
no longer influenced foreign ownership of assets and foreign investment  (Allen 1999; Fane 2000). 

38 In 1996, others joined in, such as investment bank Bear Stearns who began packaging ‘emerging market’ bonds from 
Latin America, Asia and Eastern Europe as part of a global wave in the deployment of collateralized debt obligations or 
CDOs (Prins 2009). Consequently, the Asian financial crisis, originally called the ‘Asian Flu,’ was renamed the ‘Asian 
Contagion’ as the spill-over effects spread to Latin America and Russia (Klein 2007: 264). China, which was the only Asian 
country to come out of the crisis unscathed, had kept its ‘capital controls’ in place. The IMF insisted that Asian countries had 
to remove trade and investment protections, privatize utilities and infrastructure, casualize work contracts, reduce social 
services, and allow ‘free trade’ in exchange for new loans (Klein 2007). In the aftermath, Western transnationals and banks 
acquired the weakened Asian firms. 

39 Robert Wade, Frank Veneroso and Peter Gowan (1998) used the term Wall Street-Treasury-IMF Complex when 
discussing the Asian financial crisis of 1997-1998. Jagdish Bhagwati used the term, the Wall Street-Treasury Complex in 
1998 as well (Bhagwati 1998). 

40 According to Michel Chossudovsky, Lawrence Summers was mentored by David Rockefeller (Chossudovsky 2010: 40). 
Chossudovsky asserts that Citigroup and JPMorgan Chase are “entwined through intermarriage between the Rockefeller 
and Stillman families (p.10). In effect, these mergers represented a recombination of older oligarchic dynasties centred 
around the orbits of the Rockefeller and Morgan empires, that had once fought for supremacy, amid the rising power of new 
entrants to the financial oligarchy (Rochester 1936: 72-73). After playing an instrumental part in steering the Financial 
Services Modernization Act through the legislative process, thus legalizing the Citicorp-Travellers merger, Summers left his 
Treasury post to become president of Harvard University (Chossudovsky 2010: 40; Ferguson 2011).  

41 Hedge funds in the United States are unregulated firms that pursue aggressive investment and speculative trading 
strategies by exploiting a vast array of financial instruments across the spectrum of institutions and trading exchanges both 
domestically and internationally (Investopedia n.d.). 

42 Being a hedge fund, its core speculative strategy was to profit off price volatility. This is known as arbitrage trading which 
means exploiting price differences between similar assets (Thompson 2003: 35). 

43 As rumours flew about exposures to Long Term Capital Management, a ‘flight to quality’ by LTCM’s clients also occurred 
(Sorkin 2009: 301). Major clients forced the company to pay them more by betting against the fund and this depleted the firm 
of more collateral (MacKenzie 2004: 19-24). In short, the hedge fund fell victim to the game it played. 

44 Famously, Bear Stearns turned down the Federal Reserve initiative and Lehman Brothers’ CEO Dick Fuld only posted 
$100 million in capital, despite the other members of the cartel deeming that Lehman’s share ought to be $250 million 
(Burrough 2008; Ferguson & Johnson 2009; Sorkin 2009: 341). 

45 The passing of the Financial Services Modernization Act of 1999 also legalized a pre-existing acquisition by NationsBank 
of Bank of America (Chossudovsky 2010: 38; Johnson & Kwak 2010: 85). However, the US monetary authorities forced 
Bank of America to sell 13 branches in New Mexico, evidently to address competition concerns regarding market share 
(Bank of America n.d.: 5). By 1999, the United States’ ten biggest bank holding companies’ portion of all US bank sector 
assets grew to 45 percent, up 19 percent from 1990 (Johnson & Kwak 2010: 85-86). 

46 Now free to augment a truly global bank, a merger between JP Morgan and the David Rockefeller-controlled Chase 
Manhattan Bank followed in 2000 (announced September 13), to form JPMorgan Chase (Chossudovsky 2010: 45; Johnson 
& Kwak 2010: 85; Tett 2010: 94). 

47 In this regard, the trade in over-the-counter derivatives (OTCs) grew exponentially from $7 trillion in 1989 to $88 trillion in 
1999 (Wilmarth 2009: 992). 
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48 Ironically, mortgage-backed securities raised the cost for borrowers, since more parties were attempting to earn a return 
off the securitized assets (Johnson & Kwak 2010; Bryan et al. 2009). The mass manufacture of financial products were 
packaged together and distributed by brokers, agents and traders to ‘investors’, with little financial analysis and therefore 
minimal transaction costs (Johnson & Kwak 2010; Prins 2009).  

49 This enforced competitveness occurs through ‘free trade’ policies, in which countries are organized into servicing the 
global production chains of transnational corporations. It involves a ‘leader-follower country’ mechanism wherein capital will 
move from a ‘leader country’ to a ‘follower country’ when labour becomes organized enough to make demands regarding 
pay, work conditions and environmental concerns (Achbar, Abbott & Bakan, 2005; de Angelis, 2001). This mechanism is 
inherently a disciplinary one since a withdrawal of the means of subsistence wages threatens survival. Thus, emerged a 
geographical diversification of corporate operations across the globe into a world system now commonly recognized as 
global capitalism (Robinson 2004). 

50 By 2000, US household mortgage debt reached $4.9 trillion, up from $2.7 trillion in 1991 when the global credit boom 
began (Wilmarth 2009: 1009, fn 210). In the UK, the ratio of household mortgage debt to income was around 95 percent in 
1991 and this rose to approximately 100 percent by the start of 2001 (Bank of England 2008a: 48-49. See also Chart 3.12).  

51 The so-called ‘financial globalization’ of capitalism saw the ratio of foreign held assets to world GDP grow from 25% in 
1980 to 50% in 1990 to over 90% in 2000 (Nitzan & Bichler 2006). The aggregate size of US commercial banks and 
securities firms assets and their securitizations was 55 percent of GDP in 1980 and 95 percent of GDP in 2000 (Johnson & 
Kwak 2010: 85). 

52 13 major banks were implicated in the wrongdoing at both Enron and WorldCom (Wilmarth 2009: 1001). These banks 
were: Bank of America, Barclays, Bear Stearns, Citigroup, Credit Suisse, Deutsche, Goldman Sachs, JPMorgan Chase, 
Lehman Brothers, Merrill Lynch, Morgan Stanley, Royal Bank of Scotland and UBS (Federal Reserve Bank of New York 
2008a; Wilmarth 2009: 968, 978, 980, 990, 994; 999-1001). BNP Paribas, Societe Generale, HSBC were implicated in one of 
the scandals. 

53 Tax evasion is considered a form of fraud because it deprives a party or jurisdiction of their material wealth, in ways that 
are illegal in most countries (Murphy 2008: 3-4). 

54 Offshore financial centre communities are populated by: accountants, lawyers, bankers, trust companies, private banks, 
and financial agents, who limit their clients’ exposure to tax and other economic costs to businesses. Since economic unity is 
what defines a transnational enterprise, it can exploit jurisdictions by nominating one of its companies domiciled in a 
favourable tax haven to be at the zenith of its hierarchy (Dharmapala & Hines 2006). This is known as “jurisdiction shopping” 
wherein legal entities competitively browse for the regulatory packages that suit them and is, in effect, a “commercialization 
of sovereignty” (Palan 2002: 172). 

55 As tax-secrecy havens form part of a global digital finance network, they provide financial oligarchs and their incorporated 
legal persons with the capacity to make capital markets more volatile. By harnessing the power of high velocity money, tax 
havens are integral to the speeding up of the financial oligarchs’ transformative processes. These secretive jurisdictional 
systems enable wealthy investors to collectively achieve an asymmetry of wealth and debt distribution by facilitating the 
creation of vast transnational enterprises, including banking conglomerates (Palin et al. 2010; Shaxson 2011). Some studies 
suggest that more than half of the world’s money circulates through them (Murphy 2008: 116; Palan 2002; Palin, Murphy & 
Chavagneux 2010: 19-21; Shaxson 2011). However, when one considers that the United States, the United Kingdom and 
numerous European States are themselves tax-secrecy systems, this figure appears too low. 

56 The apex of this system is the ‘central bank of central banks’, the Bank for International Settlements, headquartered in 
Basel, Switzerland (Quigley 1966: 324). 

57 Commercial paper are yield-bearing corporate bonds, which are used by financial and non-financial firms to fund their 
operations and to generate investment returns (GAO 2011: 192). They are traded in what is termed a ‘repo-market’ which 
constantly recycles these corporate securities or IOUs (Tett 2010: 254). 

58 Despite the growing signs of danger, the authors of the International Monetary Fund’s 2005 “Global Financial Stability 
Report” enthused, “This dispersion of risk has made the financial system more resilient, not the least because the household 
sector is acting more as a “shock absorber of last resort” ” (IMF 2005: 5, 89). The “New Financial Architecture” (NFA) means 
the innovations in financial technologies, oversight and institutional capacities. The NFA was promoted with the core 
neoliberal claim that risk could find its correct price in so-called ‘efficient markets.’ As such, this architectural metaphor 
packaged insincere assertions such as transparency, integrity and economic prosperity to trick the public (Khawaja 2009). 

59 Indeed, Peter Gowan (2009) observed that by becoming the major underwriters to all kinds of securities, the global banks 
created an operational matrix that afforded them access to vast amounts of market-wide real time data. Major commercial 
banks, were able to join in this speculative arbitrage after the Financial Services Modernization Act lifted restrictions on their 
activities in 1999 (Wilmarth 2009). Gowan describes three easy steps global banks followed to operationalize what he called 
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the ‘New Wall Street System:’ (1) blow a bubble through coordinated entry; (2) speculate in the inflating bubble market to 
extract super-profits; and (3) exploit information asymmetries to exit early and inflate a new bubble (Gowan 2009: 103). This 
sudden large leakage of capital produces a delayed reaction as gullible investors realize, slowly at first, that the market has 
peaked. Panic then ensues as the ‘herd’ recognize that all the market’s proxy signs do not match reality. The ‘market herd’ 
do not understand that big players, as market insiders, have cashed-up and migrated to a new bubble. 

60 Having bent the regulatory fabric of the banking universe to their interests, global banks continued to gain mass. By 2006, 
the four biggest securities firms, Goldman Sachs, Lehman Brothers, Merrill Lynch and Morgan Stanley, had morphed into 
global bank status (Wilmarth 2009: 978). By acquiring industrial loan companies and savings institutions, they could then 
make consumer and commercial loans. The newly acquired deposits gave the securities companies a relatively cheap 
source of funds with which they could leverage in new lending activities, speculative trading and other financial products. 
Between 2002 and 2006, 350 bank mergers occurred in the European Union (Wilmarth 2009: 976). 

61 In the six-year boom period from the beginning of 2001 until the financial tremors of 2007, Goldman Sachs had packaged 
and marketed bonds for a value of US $135 billion based on shaky home mortgages (Ferguson 2011; Gordon 2009). From 
late 2006, Goldman Sachs also sold more than $40 billion worth of securities backed by over 200,000 risky housing 
mortgage contracts prior to the US housing market collapse and made clandestine bets that the US house price bubble 
would soon burst. As Wall Street’s largest investment bank, its house-mortgage securities included an estimated $83 billion 
brokered in 148 deals using the Cayman Islands and other tax havens to avoid the US tax regime (Gordon and McClatchy 
Newspapers 2010; 2009). Some of Goldman Sachs credit default swaps trades were made against their own clients’ 
positions and were made with the insurer American International Group (AIG), in order to limit its risk exposure to its own 
mortgage securities (Ferguson 2011; Gordon 2009; Johnson & Kwak 2010: 169). 

62 Debt of all sectors, including households and government, was 357 percent of US GDP (Mah Hui 2009: 14, Table 3). 
When US house prices shot-up in 1997, the stock market capitalization of the US finance, insurance and real estate (FIRE) 
sector was $1 trillion; by 2007, it had risen to $3.7 trillion (Bichler & Nitzan 2009a). 

63 While many of the operators that comprised the predatory lending regime have disappeared, the banks and other financial 
firms that survived the financial crisis of 2007 and 2008 are still enforcing the loans, making foreclosures and bankrupting 
people. Furthermore, the shadow banking system is continuing to exploit informational asymmetries, vigorously defending its 
key components and its key players remain at-large despite systemic fraud. Therefore, the shadow banking system is still 
intact, and underwent more of a rupture rather than a demise (Bill Moyers Journal 2010; Jacoby & Kroft 2011).  

64 These shadow bailouts performed two functions, in combination with the more overt attempts to shift the burden of the 
financial system’s debt to the public by guaranteeing the ‘toxic assets’ of the government sponsored home finance 
corporations, and of systemically important global banks. First, they signalled to the ‘market’ that monetary authorities were 
willing to pay premium values for assets even though they were worth much less (Ferguson & Johnson 2009). Second, they 
fed the belief that the Wall Street-Washington Complex would not let a market crash happen in the United States. In words 
and deeds, Paulson created the perception that the US government would save Wall Street, no matter what it took 
(Ferguson & Johnson 2009b; Sorkin 2009). 

65 The Federal Home Loan Bank System is a large US government sponsored enterprise (GSE) that is comprised of twelve 
regional banks that together are cooperatively-owned by over 8000 institutions. In other words, it is also a cartel. From July 
2007, major American and some foreign owned banks opted to borrow from the lower profile Federal Home Loan Bank 
System rather than the Federal Reserve System’s ‘Discount Window,’ which is a facility for cheap wholesale credit (Ferguson 
& Johnson 2009; Ashcraft, Bech & Frame 2009). By the end of 2007, Citigroup had borrowed $102 billion, Washington 
Mutual $63.9bn, Bank of America $57.2bn, Countrywide $47.7bn, Wachovia $41.9bn, US Bank $7.2bn, Merrill Lynch 
$11.7bn, Wells Fargo $11.3bn, PNC $8.7bn, and Capital One $6.8bn, from the Federal Home Loan Bank System (Ashcraft 
et al. 2009: 34). 

66 According to Gillian Tett, news of the European Central Bank’s move to provide this extra credit provoked journalists to ask 
the central bank if there was a crisis, but they gained no conclusive answers because senior officials were on holiday (Tett 
2010: 215-16). In the United States, the mortgage crisis had taken its toll on the biggest home lender, Countrywide, when it 
disclosed on August 15 its exposure to the declining US mortgage market. This announcement precipitated its stock price to 
plummet 13 per cent before the days’ end (Tett 2010: 219). Importantly, Citigroup, Bank of America and JPMorgan Chase 
gained waivers on August 20 2007 to lift a restriction under Section 23A of the Federal Reserve Act, that prevented banks 
from lending to their own entities. These three universal banks held three-fifths of the United States’ syndicated loan market 
between 2000 and 2007 (Wilmarth 2009: 983). Synicated loans are the major funding source for corporations. They were 
also the three leading banks in this market worldwide, which was $3.5 trillion in 2006 (Wilmarth 2009: 982). The limitation 
was designed to make commercial banks lend to broker-dealers and is especially important during times of ‘credit crunches,’ 
such as the one of August 9 2007. 

67 Formally called Public Debt Subject to Limit, it is a ‘debt ceiling’ which means it is the highest level that the government 
can borrow up to before it must gain new authorization from Congress. This is federal debt “held by the public” and 
Intragovernmental Holdings. Debt “held by the public” means “individuals, corporations, state or local governments, foreign 
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governments, and other entities outside the United States Government less Federal Finance Bank securities” (Treasury 
Direct (n.d.)). The Bureau of Public Debt explains that “[t]he ‘ceiling’ is routinely raised” by Congress passing new legislation 
(Bureau of the Public Debt 2010b). 

68 Under the radar, the Federal Reserve System advanced $30 billion to the European Central Bank and $6 billion to the 
Swiss National Bank on December 12 2007 (Cecchetti 2008: 13). These advances occurred through a mechanism known as 
‘swap lines,’ which were Federal Reserve dollars advanced to the two European central banks, who loaned the credit to 
European-based commercial banks (p.15). The rationale for alleviating shortages in dollar reserves was because the central 
banks, including the Federal Reserve, allegedly lacked the authority to make the 19 primary dealers based in New York 
extend their reserves to other banks. 

69 On December 17 2007, the Federal Reserve opened its Term Auction Facility (TAF). This allowed depository institutions 
belonging to the Federal Reserve System to borrow federal credit against collateral. In their “Bailout Tally Report” for October 
2011, Nomi Prins and Krisztina Ugrin estimated that the amount of federal credit advanced under this program was $900 
billion (p.2). Whereas, a report entitled “Federal Reserve System” by the Government Accountability Office (2011) stated that 
total loans advanced under this program was $3.818 trillion (p.232). The GAO’s figure corresponds with James Felkerson 
(2011) study entitled “$29,000,000,000,000: A detailed look at the Fed’s bailout by funding facility and recipient.” According 
to the GAO, the top 25 borrowers received loans totalling $2.767 trillion. Major banks took out 70 per cent of the program’s 
credit (2011: 231). This program was closed on March 8, 2010. 

70 A credit shock is the rapid expansion in the supply of credit, and is more commonly referred to as a ‘credit boom’ (Bank of 
England 2008b: 5). During the “extended global credit boom” of 1991 to 2007 (Bank of England 2008b), US mortgage debt 
had swollen from $2.7 trillion to $10.5 trillion, with four-fifths occurring after 2000 (Wilmarth 2009: 1009). In the UK, 
household debt was $483 billion in 1996 (Rowbotham 1998: 22), and that ratio of household debt to national income rose 
from approximately 100% to over 160% from 2000 to 2007 (Bank of England 2008a: 49). In the United States, the financial 
sector enjoyed a $13 trillion expansion or a five-fold increase in credit between 1991 and 2007, while the indebtedness of all 
sectors of US economy to the credit markets rose from $14.1 trillion to $46.9 trillion over the same period (Wilmarth 2009). 
These patterns reveal increased systemic risk in the US and throughout the world. 

71 Also referred to as broker-dealer conglomerates, the other four Wall Street investment banks from largest to smallest were: 
Goldman Sachs, Morgan Stanley, Merrill Lynch and Lehman Brothers. This run on the investment banks occurred in order of 
smallest to largest, and therefore started with Bear Stearns. The investment banks earned large fees from brokering 
investments, including mergers and acquisitions, and were among 19 primary dealers of Treasury bonds and securities and 
were major dealers in derivatives (Acharya et al. 2009; Augar 2005; Ferguson 2011; Wilmarth 2009). 

72 A week later, JPMorgan increased the price to $10 per share to appease Bear Stearns’ staff who threatened to block the 
sale with their stockholder voting power (Cohan 2009: 165). 

73 The loan was actually made on March 24, 2008 through a new corporation set up for the purpose called Maiden Lane LLC, 
registered in the tax haven state of Delaware (Ferguson & Johnson, 2009b). Symbolically, the carpark entrance to the 
Federal Reserve Bank of New York building is on Maiden Lane (Sorkin 2009: 330). 

74 Twenty-four hours before, Paulson had stated in a conference call with Federal Reserve chairman Ben Bernanke, Federal 
Reserve Bank of New York president Timothy Geithner, and Securities and Exchange Commission chairman Christopher 
Cox that they all needed to work on “a LTCM-like solution” (Sorkin 2009: 282). By this, Paulson evidently meant a ‘rescue’ of 
Lehman Brothers orchestrated by the US financial authorities, but with funds from the banks. 

75 Merrill Lynch’s CEO John Thain agreed with his president Greg Fleming that his company would be next, so he set up a 
meeting with Ken Lewis, CEO of Bank of America (Sorkin 2009: 309, 323).  

76 According to Tett’s account, the UK and US authorities reached an impassé over the guarantee issue. Barclays evidently 
held on with the assumption that they could get a waiver from the UK’s Financial Services Authority (FSA) to bypass a 
regulation that stipulated shareholder approval (Griffiths 2009, September 12; Tett 2009: 273-274). In the US Government’s 
Financial Crisis Inquiry Commission’s report, it was Barclays’ president Robert Diamond and its CEO, John Varley, who 
informed Paulson, Geithner and Securities and Exchange Commission chairman Christopher Cox at 8a.m. Sunday morning 
that the Financial Services Authority would not authorize the deal (Financial Crisis Inquiry Commission 2011: 335). 

77 Also, on Sunday September 14 the central bank heads and ‘policy makers’ from the Group of Seven largest world 
economies held a conference call (Perry & MacDonald, 2008, September 16; Sorkin, 2009). The consensus reached was 
that should Lehman’s file for bankruptcy, the central banks would each “calm its respective market”  (Ferguson 2011; Perry & 
MacDonald 2008, September 16: 19). Thus, a tacit agreement was reached among the G7 financial authorities to pursue 
generic bailouts. 

78 In an attempt to project positive news amid the imminent bankruptcy of Lehman Brothers, Bank of America (BoFA) 
announced it had bought Merrill Lynch for $50 billion before the markets opened, but BoFA’s share price dropped 21% (Story 
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2008a, September 15; Prins 2009: 22). This ‘sale’ of Merrill Lynch to Bank of America did not actually go through until 
January 1 2009 (Prins, 2009, p. 23). Bank of America required Treasury financing and received $15bn on October 13, $10bn 
on January 9, and $20bn on January 16 2009. BofA also received federal guarantees to the sum of $118bn on January 16 
2009 (Prins and Ugrin 2010, October: 7). Some markets were ‘spooked,’ because not only were investors being made to 
absorb losses on Lehman, its forced collapse meant any large complex financial institution was at risk (Council on Foreign 
Relations 2009; Johnson & Kwak 2010: 163; Tett 2010: 275-278). At 4 PM that day, a major US money market fund, the 
Primary Reserve Fund, announced that it had taken a loss of $785 million in the wake of Lehman’s failure (Tett 2010: 276). 
The Dow Jones Industrial Average index plummeted 504.48 points, its biggest drop since September 17, 2001 (after New 
York markets re-opened following the terrorism of September 11 2001). The stock of the transnational insurance 
conglomerate American International Group (AIG) finished the day at $4.76, having lost 65 percent of its value (Sorkin 2009). 

79 The Depository Trust Company holds securities worth more than $36 trillion in custody (Engdahl 2009: 306). 

80 Johnson and Kwak stated that this quality of collateral argument “only appeared weeks later” (2010: 162). Ironically, 
Lehman’s collateral was good enough after bankruptcy, and the loans were made under two collateral agreements struck 
between Lehman Brothers and its clearing bank, JPMorgan Chase in August and also on September 9 2008 (Ferguson & 
Johnson 2009; Kary & Seinta 2008; Prins & Urgin 2010). 

81 The seventeen global banks were: Merrill Lynch, Morgan Stanley, Lehman Brothers, Goldman Sachs, Bear Stearns, 
JPMorgan Chase, Citigroup, Bank of America, Barclays, BNP Paribas, UBS, Deutsche, Credit Suisse, Societe Generale, 
Credit Agricole, Royal Bank of Scotland and HSBC (Wilmarth 2009: 968, 978, 980, 990, 994; Federal Reserve Bank of New 
York 2008a). Importantly, American International Group (AIG), America’s second largest insurance company was also a 
major counterparty to derivatives. 

82 The ‘central bank of central banks,’ the Bank for International Settlements reported that the notional value of over-the-
counter (OTC) derivatives was approximately $680 trillion in June 2008 (Bank for International Settlements 2008), but the 
scale of this threat went virtually unreported in the mass media (Johnson & Kwak 2010; Prins 2009). These are largely 
fictitious values that make derivatives look more valuable than they really are, coalitions of dominant capitalists use them as 
leverage to force whole asset classes to perform according to their will (Independent Strategy 2006; Johnson & Kwak 2010) 
Hence, derivatives used to fuel the boom in values of assets from housing to currencies, to oil and food commodities have 
served the Anglo-American financial oligarchy’s goals gain more profit and power (Brown 2010; Chossudovsky 2010a; 
Independent Strategy 2006). 

83 This sum of $1.176 billion that Barlcays borrowed from the Federal Reserve’s Term Securities Credit Facility was almost 
$574 million less than the $1.75 billion the British-based financial conglomerate agreed to ‘pay’ for Lehman’s assets on 
Wednesday September 17 (White & Dash (2008b, September 18). 

84 The government claimed it was going to sell-off the stake at a higher price when the markets recovered, which meant the 
financial oligarchs had been successful in socializing their bets they had made with the insurer. In this deal, the equity and 
risk exposure of AIG was to be financed by taxpayers. This meant the American public had become the underwriter of 
millions of derivatives contracts in one agreement, even though AIG was a private insurer.  

85 According to law scholar Arthur Wilmarth, the top twelve underwriters of residential mortgage-backed securities in 2007 
were Goldman Sachs, Morgan Stanley, Merrill Lynch, Lehman Brothers, Bear Stearns, JPMorgan Chase, Bank of America, 
Citigroup, Credit Suisse, Royal Bank of Scotland, Deutsche Bank and UBS (Wilmarth 2009: 990, fn 100). By June 2008, AIG 
had insured corporate debt against default to a notional value of $441 billion through derivatives known as credit default 
swaps (Jacobs 2010: 54). As a result of the tax-funded ‘rescue’ of AIG, the federal government paid numerous banks: 
Goldman Sachs ($12.9bn), Merril Lynch ($6.8bn), Bank of America ($5.2bn), Citigroup ($2.3bn), Wachovia ($1.5bn), 
Barclays ($8.5 bn), UBS ($5bn), and Société Générale and Deutsche Bank received almost $12 billion apiece (Johnson & 
Kwak 2010: 169; Markose, Giansante, Gatkowski & Shaghaghi 2009: 5, fn 4; Walsh 2009, March 15).  

86 Kevin Fromer stated, “It’s just a question of optics,” by which he meant the experiential evidence of market turmoil would 
support the proxy note. Treasury’s chief of staff, James Wilkinson advised Paulson that going to Congress “would only work 
if you scare the shit out of them” (p.442). According to The Washington Post, “Bernanke laid out a scenario of financial 
dissolution so grave that for parts of it he swore his listeners to secrecy” (Weisman, Cho & Kane 2008, October 4: A1). 

87 On July 21 2009 the US Treasury Department opened a guarantee program for money market mutual funds, which 
guaranteed $3.7387 trillion worth of assets (Prins & Ugrin 2010: 3). This program expired on September 18, 2009 (p.4) 

88 The first three phases of the shadow banking system’s rupture were as follows: the collapse of the US home mortgage 
lenders in the first; the run from the structured investment vehicles (SIVs) in the second; and the run on the investment banks 
in the third (Acharya et al. 2009: 8). 

89 The top underwriters of corporate stocks and bonds were also the key manufacturers of over-the-counter derivatives, 
syndicated loans, asset-backed securities and collateralized debt obligations (Wilmarth 2009: 981). The major underwriters 
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in the syndicated loans market between 2003 and 2006 were JPMorgan Chase, Bank of America, Citigroup, Wachovia, 
Credit Suisse, Royal Bank of Scotland, Deutsche Bank, Barclays, HSBC, Credit Agricole, Societe Generale and BNP 
Paribas. The three biggest underwriters of syndicated loans in the US between 2000 and 2007 were JPMorgan Chase, Bank 
of America, Citigroup, whom together controlled three-fifths of this market (p.982-983). 

90 The Federal Reserve made loans with US currency to foreign central banks. The foreign central banks loaned this debt to 
banks in their jurisdictions that needed new credit. The Federal Reserve held foreign currencies that were exchanged for the 
US credit. When the swap ended, the foreign central banks bought back their currencies. The exchange rate for the second 
transaction was the same as the first. At the end of the currency swap, the foreign banks paid the Federal Reserve the 
interest they collected off the banks they made the loans to (Flemming & Klagge 2010: 2). This expansion of the Foreign 
Central Bank Currency Liquidity Swaps program raised the aggregate of ‘swap lines’ to $620 billion (Federal Reserve Bank 
of St. Louis n.d.: 8; Prins & Ugrin 2011). 

91 The September 30 IRS notice changed the rules for merger deals. Where before, a company doing the buying was 
prevented from reporting any losses that resulted from absorbing an acquired company in the same tax year as the 
transaction (Subramanian & Sharma 2010b). Now, with a ‘rescue’ regime created, the surviving big banks were allowed to 
offset the net operating losses of newly bought banks in the same year. In effect, the new rule meant that the surviving 
‘zombie banks’ had gained a tax-funded ‘shadow bailout’ to acquire weaker competitors. A zombie bank here means a bank 
that stays ‘alive’ through public bailouts because they are actually insolvent and are feeding off the host-population – 
taxpayers (Ramirez 2009: 4). The same day Wachovia’s share price rose 90 per cent to close at $3.50 per share. Wachovia, 
now recast as a zombie bank by the Washington-Wall Street Complex, suddenly became a more attractive proposition to 
Wells Fargo.  

92 This is a generalized explanation of the process of federal credit/public debt creation. The President and CEO of the 
Federal Reserve Bank of St. Louis, Jame Bullard, explained that “[m]onetizing debt means the government borrows money 
to buy goods and then repays its debt by printing more money. This is equivalent to simply printing money in the first place” 
(Bullard 2009: 7). Of course, James Bullard’s ‘essay’ entitled “The power of money” does not disclose that the Federal 
Reserve System’s 12 regional central banks are owned by its member banks. If the central banker had, he would not have 
been able to downplay the process of monetizing debt when he claimed it was the same thing as “simply printing money in 
the first place.” The crucial point is that the Federal Reserve is not creating money debt-free. Rather, it’s notes and Fed-wire 
transfers of funds to the US Treasury only become a form of money (‘monetized’) when they are swapped with Treasury-
issued debt certificates or IOUs. In other words, taxpayers service the Treasury debt and therefore finance and underwrite 
the monetary base upon which the owners of the Federal Reserve System’s member banks profit and augment power from. 

93 This widespread ‘belief’ that savers’ deposits are used by banks to loan to other customers is promoted by industry 
professionals (Buiter 2008: 35; Gorton 2008: 10-22; Johnson & Kwak 2010: 159; Swagel 2009: 10-22), academics 
(Bernanke, Gertler & Gilchrist 1996: 2), and the media (“The bank that failed” 2007; “A confidence crisis…” 2008; “Rush on 
Northern Rock continues” 2007). This belief is also one that central banks actively promote (Grunwald 2009; Bank of 
England 2008b: 5, 9), through the use of common banking terms such as ‘loans,’ ‘borrowers’ and ‘lenders.’ 

94 The crucial point is that credit is used as a form of money, and is the same thing as debt, just viewed differently according 
to whether it is the creditor or debtor who is being referred to (Innes 1913 as cited in Bell 2001; Rowbotham 1998). 

95 See: Rothbard (2008) and Griffin (2008) for explanations of how banks treat deposits and loans on their balance sheets. 

96 Money has a hierarchy and is structured like a pyramid (Rowbotham 1998: 24). The place that a form of money takes on 
the debt pyramid is determined by the extent that society accepts it (Bell 2001; Lerner 1947; Ott 1982). Due to the 
coerciveness of taxation, the state’s currency occupies the first tier at the top of the pyramid (Bell 2001; Griffin 2008; Schiff 
1985, 2000). The sectors that occupy each successive tier are arranged in an order according to the ease with which 
different forms of money are convertible into state money (Bell 2001). Banks occupy the next highest tier because bank 
money is easily convertible into state money. Firms occupy the third tier, and finally households occupy the fourth tier at the 
bottom of the hierarchy, since they are not permitted to produce money that can be used to settle payments to the state. 
Some scholars and financial professionals depict debt-based money systems as an inverted pyramid (Rothbard 2008: 236; 
Independent Strategy 2007; 2009). In the US and UK financial systems, cash or ‘power money’ constitutes about 1- 3 per 
cent of the total (Brown 2008; Grignon 2009; Rowbotham 1998: 10, 24, 30). The other 97-99 per cent is borrowed into 
existence as transaction specific credit, either through mortgages or industrial debt (Brown 2008; Grignon 2009; Rowbotham 
1998: 37-38). When derivatives are included in the measure, this form of commodity money constitutes about 82 per cent of 
the world’s debt-based financial system (Independent Strategy 2009; Kwak 2010). 

97 The first regulatory change abolished the liquidity ratio in 1981, which restricted banks to making ‘loans’ to the value of 
90% of its deposit base (Rowbotham 1998: 25). This meant that banks could build up their deposit base by continuously 
making new loans to the value of 90 per cent of its deposits. With a deposit base of $100 billion in a banking system, the 
theoretical limit of new credit created would be $900 billion, before the 10 per cent liquidity ratio was abolished (Federal 
Reserve Bank of Chicago 1994: 6-11; Rowbotham 1998: 25). Banks were also required to meet a 10 per cent reserve ratio, 
which meant that they had to have their own capital invested to a minimum limit of 10 per cent of deposits, which of course 
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included all the pyramided loans. However, this restriction, known as the reserve/asset ratio, was also largely removed. As 
CEO of Goldman Sachs, Henry Paulson led a successful Wall Street lobbying effort in 2004 to get the Securities and 
Exchange Commission to change the rules so that major banks could themselves set leverage levels – that is, their ‘capital 
adequacy’ ratio – according to their in-house risk models (Gowan 2009: 106-107). In other words, before this ‘capital 
adequacy’ ratio became whatever the banks themselves set, banks could expand money nearly 10-fold.  

98 Five days after the US Congress signed off the creation of $700 billion in new money, the UK government revealed a £500 
billion support strategy for their major banks (Fratianni & Marchionne 2010: 9; Tett 2009: 283). Eight major banks –Abbey, 
Barclays, HBOS, HSBC, Lloyds TSB, Nationwide, Royal Bank of Scotland, and Standard Chartered – were to be 
recapitalized by the UK government’s purchase of preference shares or through banks’ own capital raising efforts (Morse 
2009, Appendix Four: 6). Within this bailout initiative, the government was to ‘guarantee’ debt accessed through newly 
created facilities. Also on October 8, HM Treasury bought £17 billion worth of shares in Lloyds TSB to assist its merger with 
HBOS under the Recapitalisation Scheme, and it also purchased £20 billion worth of shares in the Royal Bank of Scotland 
(Morse 2009, Appendix Four: 7). Her Majesty’s Treasury’s programs included a: Special Liquidity Scheme, a £185 billion 
fund used to lend against asset-backed securities; a Credit Guarantee Scheme, which was a guarantee for up to £250 billon 
in new bank issued debt; the Recapitalisation Scheme, which was a £68.2 billion fund to buy bank shares; an Asset 
Protection Scheme, in which the Treasury insured $282 billion worth of assets from losses from income flows; and protection 
for the Bank of England from possible losses in the provision of £200 billion in funds (Morse 2009: 5, 21; Appendix Six: 13; 
Appendix Nine: 22-24).   

99 Huffington Post reporter Mary Bottari found 21 bailout facilities and observed that the Board of Governor’s of the Federal 
Reserve System tabled 13 programs and facilities on its website (Bottari, 2010, December 2). These 13 programs and 
facilities are as follows: Agency Mortgage-Back Securities (MBS) Purchase Program; Term Auction Facility (TAF); Central 
Bank Liquidity Swap Lines; Primary Dealer Credit Facility (PDCF); Term Securities Lending  Facility (TSLF) and TSLF 
Options Program (TOP); Asset-Backed Commercial Paper Money Market Mutual Fund Liquidity Facility (AMLF); Commerical 
Paper Funding Facility (CPFF); Term-Asset Backed Securitiies Loan Facility (TALF); Money Market Investor Funding Facility 
(MMIFF); Bear Stearns; JP Morgan Chase and Maiden Lane LLC; American International Group (AIG), Maiden Lane II and 
III; Bank of America; and Citigroup (Board of Governors of the Federal Reserve System, 2010c). 

100 This cumulative figure is based on data from the three studies mentioned. In his study entitled “$29,000,000,000,000: A 
detailed look at the Fed’s bailout by funding facility and recipient,” Felkerson found the total cumulative sum that the Federal 
Reserve extended through loans and asset purchases to financial institutions was $19.559 trillion, between December 1 
2007 and November 10, 2011. The US central bank loaned a cumulative sum of $10.057 trillion to financial institutions’ in 
other jurisdictions via foreign central banks, between December 17 2007 and February 1 2010 (Felkerson 2011: 31-32; 
Government Accountability Office 2011: 131, 205). The Government Accountability Office (2011) figure for Federal Reserve 
bailouts was $26.172 trillion (p.131, 205). This cumulative sum was dispersed through seven emergency programs, including 
the Federal Reserve’s Dollar Swaps Lines. This currency swaps program, which extended loans via other Central Banks to 
support financial institutions either headquartered or with operations in foreign countries, amounted to one third of its 
cumulative financial bailout commitments; or $10.057 trillion (Felkerson 2011: 32; GAO 2011: 205). These Swap Lines were 
extended through to August 1 2012, with no upward limit (GAO 2011: 202; Prins & Ugrin 2011: 2, 8). When the Dollar Swaps 
Lines are excluded, just 14 financial institutions received nearly 84% or $16.41 trillion of the $19,599 extended directly by the 
Federal Reserve to banking and financial conglomerates (Felkerson 2011: 33). According to Prins and Ugrin, the Treasury’s 
support in loans, purchases and guarantees, including explicit and implicit guarantees to the GSEs and the money market 
funds, at its height came to $13.1 trillion (Prins & Ugrin 2011: 2-3).100 The Federal Deposit Insurance Corporation financial 
commitments, including an estimated $700 billion in retail deposit insurance, came to $2.557 trillion (p.3). Other federal 
guarantees and support came to $1.34 trillion.  

101 Ordinary people and industry are heavily constricted because there simply is not enough cash circulating in the world’s 
debt-based economies to fund projects, living needs and recreation. In other words, enterprises and individuals alike cannot 
earn enough ‘income’ to meet the ever-increasing prices (Rowbotham 1998: 39-41). Due to their limited purchasing power, 
firms and citizens are forced to borrow and compete for artificially scarce cash to service their borrowing and survive (Brown 
2008; Griffin 2008; Rowbotham 1998). 

102 Consumer inflation measures only the increase in the cost of ‘goods’ over time, while the costs of ‘assets,’ such as land, 
buildings and machinary are ignored (Rowbotham 1998). 

103 Indeed, in response to resistance from Wells Fargo president, chairman & CEO Richard Kovacevich, Paulson stated, 
“Your regulator is sitting right there. And your going to get a call tomorrow telling you you’re undercapitalized and that you 
won’t be able to raise money in the private markets” (Sorkin 2009: 525). This further corrobates my position that Bear 
Stearns and Lehman Brothers were aggressively undermined by the cartel for being too independent. Furthermore, the 
Treasury promised not to interfere in their boards’ decisions, which meant the government department would not attempt to 
reign in Wall Street. Despite much public outcry at the huge bonuses that Wall Street executives were enjoying, the media 
promoted the idea that the government had no power to stop it. This was not strictly true (Johnson & Kwak 2010; Prins 
2009). This issue came up at the Treasury meeting of October 13 2008 with the nine banks. Treasury’s general counsel 
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Robert Hoyt stated that if Congress made a law that affected their compensation, bank executives would have “no insulation” 
(Sorkin 2009: 525). Without the ‘government’ imposing any restraints, Wall Street executives could easily meet their bonus 
package criteria by using the bailout money on offer to make more profit from clients eager to trade assets that had become 
‘toxic.’ 

104 The recipient banks present were: JPMorgan Chase ($25 billion), Citigroup ($25bn), Wells Fargo ($25bn), Bank of 
America ($15bn), Goldman Sachs ($10bn), Morgan Stanley ($10bn), Merrill Lynch ($10bn), Bank of New York Mellon ($3bn), 
and State Street ($2bn) (Congleton 2009: 31 fn 43; Johnson & Kwak 2010: 153, 164). The agreement involved selling the 
government shares in their firms in return for cheap capital. The Treasury Department purchased preferred stock off 
numerous banks through until the end of May 2009 (Federal Reserve Bank of St. Louis, n.d.). 

105 This configuration of nine bankers and four financial authorities was significant, for it signalled to the banking industry that 
by becoming banking holding companies, they could all gain cheap federal credit and buy up other banking operations 
across America. Indeed, the symbolism of nine and four appears meaningless, except that in 1994 banks gained the legal 
right to have branches across state borders (Wilmarth 2002; 2009). Those restrictions were there to restrict Wall Street 
financial interests from constructing huge banking and financial conglomerates. As Hugh Rockoff (1990) points out in his 
paper “The Wizard of Oz as a Monetary Allegory,” the author of The Wizard of Oz, L. Frank Baum, used symbolism in 
numbers to make linkages to dates of important banking legislation. This popular children’s story is widely recognized as a 
allegory of the American populist movement’s attempts to reign in the power of the bankers (Brown 2008; Still 2009). 

106 This well-used expression has its origins when Julius Caesar crossed the Rubicon River in 49 B.C. with his army; an act 
that broke the law and was a provocation for war with the leader of the Rome, Pompey (Burns, Lerner & Meacham 1980: 
180). The expression is commonly used to mean that the ‘point of no return’ has been passed. 

107 Furthermore, on October 13 2008 details of the UK government’s £500 billion support strategy (first announced on 
October 8) were made public (Morse 2009, Appendix Five: 8). Meanwhile, the European governments pledged a ‘rescue’ 
plan equivalent to $2.3 trillion dollars in loans, asset purchases and guarantees and was reported on October 13 
(Chossudovsky 2010: 68-69; Haruni 2008, October 13; Schwartz 2008, October 13). 

108 This dysfunction in the commercial paper market meant businesses were unable to roll-over their short-term debt, which 
often occurred on a nightly basis (GAO 2011: 193). 

109 On November 25 2008, the Federal Reserve announced it was supplying an additional $800 billion to credit markets ( “US 
Fed announces $800bn stimulus” 2008, November 25). This was comprised of $200 billion for the Term Asset-Backed 
Securities Lending Facility (TALF), $500 billion for the Agency Mortgage-backed Securities Program and $100 billion for the 
Government Sponsored Enterprises (GSE) Program (Government Accounting Office 2011: 149; Federal Reserve Bank of St. 
Louis (n.d.); Prins & Ugrin 2010, October 1: 2). A further $60 billion came from the Asset-Backed Commercial Paper Money 
Market Mutual Fund Liquidity Facility, which had been created on September 19 in order “to meet redemption requests and 
to foster liquidity in the asset-backed commerical paper (ABCP) market” (GAO 2011: 154). 

110 Under the arrangement, Citigroup swapped preferred shares with Treasury and the Federal Deposit Insurance 
Corporation in return for “protection against losses on a $306 billion pool of commercial and residential securities” (Federal 
Deposit Insurance Corporation 2009: 12; Federal Reserve Bank of St. Louis (n.d.).). Citigroup would take the first 39.5 billion 
in losses on the pool of $301 billion assets identified; Treasury guaranteed 90% of the next $5 billion; the FDIC guaranteed 
90% of the next $10 billion. In the event that the losses went beyond $56.2 billion, loans from the Federal Reserve Bank of 
New York would be triggered for the rest of the assets in the $301 billion pool (GAO 2011: 189-190). Citigroup received an 
additional $20 billion under a TARP facility called the Targeted Investment Program (GAO 2011: 188; Prins & Ugrin 2010: 6). 
The Government Accountability Office’s report entitled “Federal Reserve System” stated that Citigroup received loans 
totalling $2.513 trillion from five of the Federal Reserve’s emergency programs between December 1 2007 and July 21 2010 
(GAO 2011: 131). This figure is a cumulative sum that includes short-term debt frequently rolled-over. 

111 Felkerson’s study entitled “$29,000,000,000,000: A detailed look at the Fed’s bailout by funding facility and recipient” is 
comparable to the findings of the Government Accountability Office’s report entitled “Federal Reserve System.”  

112 On December 17 2008, Bank of America’s CEO Kenneth Lewis rang Paulson and informed him that Merrill Lynch was 
expected to make a loss of $18 billion for the fourth quarter. Bank of America’s board was considering backing out of the 
merger deal with Merrill Lynch by invoking a Material Adverse Change (MAC) clause (Paulson 2011: 425; Subramanian & 
Sharma 2010b: 6-7). Over several days, Federal Reserve and Treasury officials, including Fed chairman Ben Bernanke and 
Paulson stressed to Lewis that such a move would result in simultaneous runs on both banks (Paulson 2011: 425-430; 
Subramanian & Sharma, 2010b: 6-7). In a conversation on December 21 with Lewis, Paulson stated Treasury would “remove 
the board and management” if the CEO invoked the MAC clause (Subramanian & Sharma, 2010b: 7). On December 22, 
Lewis called Bernanke to tell him Bank of America’s board wanted a letter from the US financial authorities that they intended 
to supply a ‘rescue’ package. Paulson phoned Lewis and told him such a letter would require Treasury to make a public 
announcement, which in turn would have a material adverse effect in the markets. Paulson reiterated that Bernanke and 
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himself had already made it publicly known that no “systemically important” firms would be allowed to fail (Paulson 2011: 
430). 

113 The GAO states that the Bank of America received loans totalling $1.344 trillion from five of the Federal Reserve’s 
emergency programs between Deceember 1 2007 and July 21 2010 (GAO 2011: 131). This figure is a cumulative sum that 
includes short-term debt frequently rolled-over. Bank of America received $10 billion in capital from the Treasury’s Capital 
Purchase Program on January 9 (in addition to the $20 billion allocation of October 13). On January 16, the US Treasury, 
Federal Reserve and the FDIC provided a $118 billion asset guarantee to Bank of America (Prins & Ugrin 2010: 7). In this 
deal, Bank of America agreed to take “the first $10 billion in cash losses plus 10 percent of any remaining losses incurred” 
(GAO 2011: 186). Treasury and FDIC would absorb 90% of losses exceeding $10 billion, but up to a maximum value of $10 
billion. If losses exceeded $20 billion, the Federal Reserve Bank of Richmond would be required to lend. It also received $20 
billion from the Treasury’s Targeted Investment Program. 

114 By March 31 2009, total US public debt had reached $11.126 trillion. Since the beginning of the crisis in 2007 to February 
17 2009, the statutory limit on US public debt was “permanently increased” five times (Bureau of Public Debt 2007; 
2008a,b,c,d,e; 2009). 

115 This sum was increased twice in 2009, to £175bn on August 6 2009 and then £200bn on November 5 2009 (Morse 2009, 
Appendice Two: 45). Through late 2008 and into August of 2009, the Bank of England had “lent” £185bn to the banking 
sector in the form of Treasury Bills under its Special Liquidity Scheme against £287bn worth of collateral (King 2009: 4; 
Morse 2009, Appendix Three: 3). The Bank’s Governor Mervin King blithely stated that this and other extraordinary 
measures were taken “to protect the economy from the banks” (King 2009: 4). However, King’s explanation and the Bank’s 
Annual Report underplayed the fact that the UK central bank did not have the money to buy the £185bn worth of Treasury 
Bills. In its May 2009 “Inflation Report.” the Bank of England stated its Monetary Policy Committee’s purchase of £125 billion 
worth of corporate bonds and government bonds were “financed by the issuance of central bank reserves” (Bank of England, 
2009a: 9-10). But, neither the Inflation Report nor the 2009 Annual Report explained how such a mechanism worked (Bank 
of England 2009b). However, in a video produced to clarify what is meant by the euphemistic term ‘quantitative easing,’ the 
Bank explained that its Monetary Policy Committee had purchased assets from the private sector in order to inject more 
money into the ‘economy.’ These purchases were financed with new money that the bank “created electronically” through its 
Asset Purchase Facility (Bank of England (n.d.)a,b). (My emphasis) 

116 The 13 bankers present were: James Dimon of JP Morgan Chase & Co.; John Mack of Morgan Stanley; Lloyd Blankfein 
of Goldman Sachs; Vikram Pandit of Citigroup; Ken Lewis of Bank of America; John Stumpf of Wells Fargo; Robert Kelly of 
Bank of New York Mellon; Ronald Logue of State Street; Richard Davis of US Bank; Rick Waddell of Northern Trust; James 
Rohr of PNC; Ken Chenault of American Express; John Koski of Freddie Mac (Johnson & Kwak 2010: 4). 

Chapter 3 

117 The apex of this system is the ‘central bank of central banks’, the Bank for International Settlements, headquartered in 
Basel, Switzerland (Quigley 1966: 324). 

118 In his book Propaganda, Jacques Ellul emphasizes, “The propagandist naturally cannot reveal the true intentions of the 
principal for whom he acts … That would be to submit the projects to public discussion, to the scrutiny of public opinion, and 
thus to prevent their success … Propaganda must serve instead as a veil for such projects, masking their true intention” 
(1965: 58-59 as cited in Herman & Chomsky 2008: LI). 

119 This reconfiguration of media firms into media conglomerates is a pattern common to all industries and is well 
documented in economics and media industry books (Golding & Murdock 1997; Nitzan & Bichler 2009; Noam 2009). 

120 In such an environment even newspaper companies were under intense pressure to extend their market reach in order to 
compete with television stations for advertising revenues. Television stations typically covered a greater geographical market 
than newspapers (Bagdikian 2000), but once the regulatory wall between the mediums was lowered, the rules of the game 
changed.  

121 The ‘free-market’ model was reinforced by new industrial relations legislation that favoured the authority of capital 
(Marjoribanks 2000) and this was positively spun by the rise of corporate PR to a “captured business and financial news” 
market (Davis 2000: 286). Unconstrained by ‘meddling’ unions, major media firms were free to pursue their will. Media elites, 
like other neoliberal-aligned businessmen alongside politicians and bureaucrats, regarded unions as a hindrance to profits, 
growth and efficiency.  

122 Between 1990 and 1995, the number of mergers and acquisitions matched that for the previous three decades (Arsenault 
& Castells 2008: 712). By 2008, the “big 7” media conglomerates who reported annual revenues over $10 billion were: The 
Time Warner Company ($43.7bn), Disney ($34.29bn), News Corporation ($28.66bn), Bertelsmann ($24.21bn), NBC 
Universal ($16.12bn), CBS ($14.32bn) and Viacom ($11.47bn). The largest media conglomerate was the Time Warner 
Company, based on market value of assets. In addition to owning AOL, Time Warner is the owner of: Turner Broadcasting, 
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which includes CNN, CNN International, and the Turner Television Network (TNT); and over 150 magazines including Time, 
Fortune and Time Money (McChesney 2004: 182; Arsenault & Castells 2008: 715). Bridging the Atlantic, News Corporation 
had a substantial presence in both the United States, and the United Kingdom. In addition to owning The Wall Street Journal, 
News Corporation owns over 150 newspapers including The New York Post in the US; and in the UK, it is the owner of The 
Times, The Times International Edition, The Sunday Times, The Sunday Times Scotland, The Sun, The Scottish Sun, News 
International and owned the now defunct News of the World (News Corporation 2011; Media UK 2011). News Corporation 
also broadcasts Fox News, in the UK and the US (News Corporation 2011; Media UK 2011). Fox News’ US-based rivals 
include NBC Universal, CBS Corporation and ABC Television Network (Arsenault & Castells 2008: 715). The UK’s main 
television networks were: the BBC, including BBC World Service News and BBC 24 Hour News; ITV, TV3, and Channel 4 
(Media UK 2011; UK/Ireland Media 2010). McGraw-Hill Companies, owner of Standard & Poor’s, also owned BusinessWeek, 
but announced its sale to Bloomberg L.P. on October 13 2009 (MondoTimes 2012a). 

Of the approximately 1447 newspapers remaining in the United States in 2006, only 275 were independently owned, with 
more than half of the media markets dominated by one paper (Government Accountability Office 2008; Ownership chart: The 
big six n.d.). The second tier media corporations with newspaper interests include: The New York Times Company, which in 
addition to producing it flagship paper, The New York Times, also owns the International Herald Tribune and owns 18 other 
newspapers in other cities and towns, including The Boston Globe (Columbia Journalism Review 2010). In addition to its 
flagship newspaper, The Washington Post, The Washington Post Company also owns The Daily Herald, The Express, The 
Gazette, Comprint Military Publications, and the weekly Newsweek magazines tailored for numerous countries (Ketupa.net, 
n.d.; Arsenault & Castells 2008). In addition to the News Corp-owned newspapers, about a dozen second tier media groups 
own the rest of the UK’s 1600 newspapers (UK Media 2010). The Guardian Media Group is publisher of The Guardian, and 
The Observer newspapers, and numerous county newspapers and six radio stations, it is in turn owned by The Scott Trust 
(Guardian Media Group 2011). The Pearson Group, owner of the Financial Times Group, which includes the whole 
ownership of the Financial Times newspaper and 50 percent stake in The Economist Group (Brook 2008; Ketupa.net: FT & 
Economist: Overview (n.d.)). 

123 In this way, media conglomerates centralize control by dispersing their content across multiple platforms simultaneously. 
The logic of owning numerous kinds of media for a major conglomerate is that their brand power is enhanced when it is 
“cross-promoted” through marketing (Klein 2001: 57). This cross-promotion extends to the media as brands in themselves 
and results in self-referentialized news coverage. This occurs when news reports reference stories produced by news outlets 
owned by the same parent company. It is a communications strategy to mask the lack of “product differentiation” in the news 
organization’s coverage from their ‘competitors’ and represents a manipulation of news content (Puhringer & Siegert 2007: 
196; Esser, Reinemann & Fan 2001: 39). Self-referential communications strategies include ‘live coverage’ of events, 
‘exclusive rights’ for scoops or exposés and the subsequent repackaging of ‘hard’ news into feature articles over several 
issues, or current affairs stories and TV documentaries. Media outlets aggressively promote this extended coverage on their 
newspaper front-pages, magazines covers and during news bulletins (Achbar, Abbott & Bakan 2005; Greenwald 2004). 

124 In 2005, the ten largest ‘institutional investors’ in the US with ownership stakes in media enterprises were Fidelity 
Management and Research, Mellon Bank, Vanguard Group, Capital Research and Management Group, Wellington 
Management, State Street Global Investors, Axa Financial, Barclays, Northern Trust, and TIAA/CREF (Noam 2009). 
Institutional investors are usually defined as mutual funds and pension funds, which invest in shares, securities and other 
assets on behalf of pools of investors. Between 2004 and 2007, private equity firms or buyout businesses emerged as a 
powerful sub-group of institutional investors within media and communications companies (Crain 2009). Buyout firms are 
aggressive groups of investors that acquire other firms either by leveraging their capital with large amounts of cheap 
borrowed funds, or by issuing corporate junk bonds in the name of the target firm. Buyout firms typically burden the acquired 
firm with the debt used to take it over, and will often liquidate some assets quickly and restructure operations to make it more 
cost-efficient. Together, these pressures exerted by buyout firms force media enterprises to become more market-driven and 
therefore more sensitive to the trajectory set by investors (Crain 2009). Buyout firms such as Bain Capital, Blackstone Group, 
Carlyle Group, Kohlberg Kravis Roberts & Co (KKR), Thomas H Lee Partners, and Providence Equity Partners, have bought 
both small and substantial holdings off large media conglomerates or numerous second and third-tier media properties 
(Crain 2009; Noam 2009). 

125 Wall Street investment banks became central players in brokering first and second-tier media mergers and acquisitions. 
Morgan Stanley and Goldman Sachs managed $450 billion worth of information industry mergers in 52 deals during the first 
three months of 2000 (McChesney & Schiller 2003: 13).  

126 In their study of corporate director interlocks of 13 major US newspapers covering from 1988 to 2000, An and Jin (2004) 
found that the newspapers’ boards were dominated by the directors from US-based transnational corporations, including 
financial institutions from Wall Street firms and other financial centres. The New York Times, for instance, held board 
linkages with major US corporations, who were either their leading advertisers such as Consolidated Edison, IBM, and 
United Telecommunications or were representative of financial institutions such as AmeriBank, American Express, Chase 
Manhattan Bank, First Boston Inc., Morgan Guarantee Trustee Co., the Federal Reserve Bank and Metropolitan Life 
Insurance (An & Jin 2004: 586). In 2008, Goldman Sachs, JPMorgan and Rothschild Investment Trust had a presence on 
News Corp’s board, while The Federal Reserve Bank of New York and The Carlyle Group were present on the board of NBC 
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Universal. Citigroup, Morgan Stanley and the New Stock Exchange all had representation around Time Warner’s boardroom 
table. Additionally, News Corp had ties with the global policy-shaping groups such as the New York-based Council on 
Foreign Relations, the London-based Royal Institute of International Affairs and the Bilderberg Foundation. The board of 
News Corporation also hosted ‘free market’ think tanks such as Brookings Institute, and the Hoover Institution, and was also 
politically connected to the Financial Control Board for the City of New York (Arsenault & Castells 2008: 732; Estulin 2009).  

127 By 2007, there were just four holding companies in the advertising industry’s top tier. The largest advertising groups were: 
Publicis Groupe whose holdings include Publicis Worldwide, Saatchi & Saatchi and Leo Burnett Worldwide; WPP Group with 
subsidiaries that include JWT, Ogilvy & Mather Worldwide and Young & Rubicam; Omnicom Group, owner of BBDO 
Worldwide, DDB Worldwide and TBWA; and Interpublic Group’s properties which include McCann Erickson, Lowe & 
Partners and Draftfcb (Adbrands.net 2010; Arsenault & Castells 2008: 740). 

128 The top six American newspapers ranked by advertising revenue for 2006 were The Los Angeles Times with $1.55 billion, 
The New York Times taking $1.48 billion, The Wall Street Journal earning $1.25 billion, The Chicago Tribune collecting $1.17 
billion, USA Today receiving $803 million, and The Washington Post making $689 million. In 2007, global advertising 
spending was $466 billion (Arsenault & Castells 2008: 740). Some of the biggest media companies were themselves big 
advertising spenders in the US, such as Time Warner which spent $3.09 billion, Walt Disney ad expenditure was $2.32 
billion, NewsCorp ($1.24 billion), Viacom ($934 million), Comcast ($568 million), and CBS Corp ($369 million) (Advertising 
Age 2007; Arsenault & Castells 2008).  

129 These same big advertising spenders (Wells Fargo, who spent $456 million, Washington Mutual, which expended $443 
million and Bank of America Corporation, which spent $1.334 billion on advertising) were all represented on Disney’s board 
of directors – owner of the ABC TV network. Bank of America also had a presence on CBS. American Express, with an 
advertising spend of $928 million was present on News Corp’s board, as were JP Morgan Chase, with an advertising budget 
of $1.062 billion. The latter also had a presence on NBC Universal’s board. Citigroup spent $1.012 billion, and was 
represented at Time Warner’s boardroom table. Berkshire Hathaway, which spent $1.093 billion in 2006, had corporate 
board representation with The Washington Post Company (Advertising Age 2007; Arsenault & Castells 2008).  

130 News media outlets trade on the idea that they are objectively representing events the way they happened and position 
themselves as bearers of truth, mediators of conflicts and carriers for impartial resolutions or solutions. To convey this 
perception, news outlets occupy the centre stage of society from where they “naturalise” their claim to be reporting ‘reality’ 
(Riegart & Olsson 2007 146; Fairclough 1995: 42). The result is what I call a ‘hegemonic objective news posture,’ wherein 
the notion of ‘objectivity’ is universalized by news outlets. ‘Objectivity’ in news evolved out of the professionalization of 
journalism, which developed during the American Progressive era (1890s-1920s), wherein reporting practices were 
routinized so that the news could be more easily controlled (McChesney 2008: 74). Professionalized journalism created the 
impression “that the news would not be influenced by the biases of owners, advertisers, or the journalists themselves” 
(Herman 1998: 197). 

131 The time constraints on news systems to manufacture a product on a daily or weekly basis means that well-resourced 
interests can select what information is abundantly reproduced and what information is subject to scarcity. The effect on 
news journalism is that ubiquitous information that reflects elite views magnifies the time scarcity of news organizations, 
since available, contestable information becomes harder to verify. Additionally, the onus to check facts falls on those who 
stand outside the accepted ideological news frames. Therefore, the vast resources that corporations command affords their 
owners, executives, advertisers and connected interests an inordinate advantage over ordinary citizens, as the propaganda 
model shows (Achbar, Abbott & Bakan 2005; Pappas 2004; Wintonick & Achbar 1992). 

132 Stephen Reese made the point in his study of The Wall Street Journal that such a routine deference to well-resourced 
institutions means that journalists automatically pass their power to official sources (1990: 395). 

133 For all their resources the major media outlets have conducted no systematic critique of the networked US financial 
oligarchs, non-financial firms, elite public and private institutions and their links to major media. In 2003, a major groundswell 
of discontent emerged in the United States over the issue of concentrated media ownership. The public opposition occurred 
in the US because Americans had witnessed the media’s marginalization of their concerns over highly significant issues, 
such as the corporate scandals in the wake of tech-stock bust of 2000-2002, and the legitimacy of a war against Iraq 
following the terrorism of September 11 2001; all amidst general concerns about corporate domination. Not only did big 
media come in for criticism from a burgeoning range of groups, but so did the Federal Communication Commission. 
McChesney’s book The Problem of the Media (2004) chronicled the Federal Communication Commission’s (FCC) efforts, led 
by its chairman Michael Powell, to diminish public participation in its regulatory review on media cross-ownership. Michael 
Powell, the son of retired general Collin Powell, opposed the majority view of his fellow FCC commissioners when, in 2000, 
they voted to maintain numerous controls on ownership. A conservative columnist, William Safire, wrote numerous pieces in 
2003, including eight in The New York Times. He was highly critical of “concentrated power” in the media because, as he 
wrote, it “enables a political clique to concentrate its power” (Safire 2003 as cited in McChesney 2004: 281). 

134 When Herman and Chomsky (2008) first described the Propaganda Model, they focussed on what was perceived to be 
the dominant enemy of Western liberal democracy – communism. Fear of communism had served to mobilize the US 
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population to create a permanent war economy. In this context, ideology was focussed on protecting the nebulous notion of 
‘freedom’ – evidently produced by capitalism – a private political system (Nitzan & Bichler 2009). 

135 Capitalist power constantly reshapes ideology as it transforms the world. As Nitzan and Bichler (2009) theorize, capital 
universalizes its power by directing capital toward anything that is expected to profitably shape the future. In turn, financial 
capitalism markets an ideology based on the belief that risk-informed behaviour is a virtue. As such, financial capitalism 
represents the articulation of the belief that trust can only be ‘purchased.’ Although financial oligarchs have the capacity to 
promote their views by harnessing the “allocative power” of finance through media ownership structures and the composition 
of corporate boards (Carroll 2006: 2; Giddens 1984: 33), ‘free market’ proponents often portray media ownership as merely 
an economic power possessed by ‘investors’. One example of this appeared in The Washington Post, in a column by Robert 
J. Samuelson who dismissed media critics as absurd. Samuelson equated their belief that “ ‘big media’ has dangerously 
increased its control over our choices” with religious myth, and wrote that journalists, politicians and the public “confuse 
share with power” (Samuelson 2003 as cited in Noam 2009: 21). However, Samuelson’s “market choice” frame advances the 
idea that economics is separate from politics and ignores the widespread neoliberal strategy of globalizing property rights for 
investors, over and above any other consideration. Samuelson’s editorial, published in early August 2003, came two months 
after the Federal Communications Commission’s June 2 2003 vote on its closely guarded rule changes for media ownership. 

136 Indeed, despite the Federal Communications Commission receiving unprecedented opposition to any further loosening of 
media ownership, its 3-2 decision in favour of removing several important restrictions in June 2003, indicated that powerful 
oligarchs had captured democratic processes in Washington (McChesney 2004: 282-283). The FCC lifted restrictions on 
cross-ownership of television, radio and newspapers in the same market, allowed corporations to buy three television 
stations in large markets and green-lighted the biggest television broadcasters to increase their market share (McChesney 
2004: 285; Lendman 2008). Despite the mass opposition from ‘below’, the mass media actively helped the FCC promote 
itself as a government regulator that was protecting and enhancing the media to become more globally competitive by 
deepening their cross-ownership ties (McChesney 2004). 

137 Indeed, Andrew Sorkin’s (2009) book Too Big to Fail: Inside the Battle to Save Wall Street is an exemplary example of 
‘buying-out,’ as the text is almost entirely based on anonymous interviews. Consequently, the reader has no idea who was 
recounting the dialogue, thoughts and emotions which were used to reconstruct scenes to form the narrative. Apart from 
public sources - such as news reports – the supplementary evidence includes phone records, texts, and a few documents, 
that were mostly provided by his anonymous sources. While the book contains much useful material, Sorkin’s style is 
parsimonious. Unsurprisingly, given the book’s title, he downplayed the collusion and also says in his epilogue there was no 
conspiracy (p.533). Instead, Sorkin summed up the political economy of the financial ‘crisis’ and ‘rescue’ with the 
metrological metaphor – a “perfect storm” (p.534). 

138 When the papers did name their sources, such as academics from business faculties or capital management firms, there 
was often no disclosure given about whether or not they had a vested interest in the circumstance under scrutiny. 

139 Norms are social constructs that set the boundaries of those behaviours deemed appropriate in various social settings, 
contexts and cultures “for actors with a given identity” (Fuchs & Graf 2010: 9). 

140 Allan (1999) also claimed news audiences or readerships are taken for granted in the Propaganda Model, and further 
contended that they were cast as “passive dupes” who routinely and uniformly absorbed the manufactured news uncritically 
(p.60). Herman and Chomsky were arguing that the commercial media system is structurally biased to favour elite interests, 
but when oppositional voices do make it through the filters, their perspectives are usually framed safe for public consumption 
and the media’s attention to such voices is deliberately fleeting. 

141 Robert McChesney, John Bellamy Foster, Inger Stole and Hannah Holeman (2009) argued that a ‘sales effort’ was more 
than simply advertising. The ‘sales effort’ reached into the production process, so that products were designed to be highly 
marketable (p.5). They argued this ‘sales effort’ was harmful for society because professional journalism obscured the 
influence of concentrated media ownership and large corporate advertisers. This meant that news outlets eschewed context 
and instead promoted the creation of market bubbles which undermined democracy (p.5, 11). I use the term ‘sales effort’ 
more broadly to encompass the activities of the news media and media outlets to promote financial capitalism, through 
advertising and the recruitment of expert sources. 

142 Instead, the mass media was used primarily to sell elite brand-loyalty, and support for policy positions and intentions that 
had already been established. The trick was to present the appearance of public inclusion to create an air of legitimacy. 
Davis called this an elite-elite mass media paradigm, since the viewpoints that dominated news coverage reflected elite 
opinion, and by exclusion elite groups cast the rest of society as “consumer-citizens” and “ill-informed spectators” (Davis, 
2003: 673). The propaganda model is both an elite-elite and an elite-mass media paradigm, but Davis’ point here is that the 
City’s ‘elite-communication network’ maintains such a dominant position over the UK political economy, the elite-elite media 
paradigm overshadows the elite-mass media paradigm. 

143 American-based thinktanks or foundations include: the American Enterprise Institute, the Brookings Institution, the Cato 
Institute, Heritage Foundation, the Project for the New American Century and the Rand Corporation (Burris 1992; Engdahl 
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2004; 2009; Griffin 2008; Perloff 2008; Ross 2002; Wormser 1954). The UK-based ones such as the Centre for Policy 
Studies (1974), the Royal Institute for Economic Affairs (1919), the Institute of Economic Affairs (1955), the Fabian Society 
(1884), the Institute for Public Policy Research (1988), the National Institute for Economic and Social Research, the David 
Hume Institute, the Adam Smith Institute (1977), the Policy Studies Institute (1963), the International Institute for Strategic 
Studies (1958), and the Tavistock Institute (1913), (Coleman 2006b; Gill & Law 1989, James 1993; Estulin 2009; Stone, 
Denham & Garnett 1998). 

144 “The Analysis Group, Charles River Associates, Compass Lexicon and the Law and Economics Consulting Group” are 
some of the companies that supply “academics for hire” for the financial services industry (Matt Damon, Narration in: 
Ferguson 2011). 

145 In Richard Parker’s multiyear study of US financial media coverage titled “The Revolution in America’s Financial Industry: 
How Well is the Press Covering the Story?” (1999), personal finance stories in major American newspapers were shown to 
dominate over the three sample years: 1989, 1993 and 1997. Stories on topical issues such as “banks and crisis,” “mergers 
and consolidation,” and “reform and regulation”, “Glass Steagall”, “ATMs” and “Redlining and Community Investment,” 
featured far less. None of these categories ever broke through the 1000 story ceiling in any of the three sample years, 
despite their importance (Parker 1999: 26-34). Parker observed that The New York Times covered financial sector crises far 
more than the other papers in the study data set. Business stories on the three big television networks ABC, CBS and NBC 
dominated and personal finance stories were relegated to the morning programmes. Financial industry news was more 
prevalent on the cable channels, CNN, CNNfn, CNBC and MSNBC and dominated their coverage. Importantly, personal 
finance journalism made no presumption that its audiences had a sophisticated knowledge of finance markets and focused 
on managed fund investment products. The growth in personal finance stories generated important new advertising income 
for US newspapers. In turn, these developments served to grow the audience base for the business section as more 
Americans invested in company shares and mutual funds (Parker 1999). Parker presented his paper at a conference hosted 
by Harvard University’s John F. Kennedy School of Government in Washington D.C. called Money, markets & the news: 
Press coverage of the modern revolution in financial institutions. Present at this conference were reporters from The Wall 
Street Journal, The New York Times, The Washington Post and BusinessWeek (Shorenstein Center in the Press, Politics 
and Public Policy 1999: 2).  

Crucially, at the same conference in 1999 academic Robert Litan presented a paper entitled “Covering financial services: 
Advice to the media from the academy,” in which he downplayed “conglomerate mergers” in the finance sector. Before an 
audience of financial elites, policy-shapers, academics and media elites, Litan made the intriguing claim that “few, if any of 
the large combinations pose serious competitive concerns” (Litan 1999: 69. Emphasis added). At the time, Litan was also on 
the board of advisors of the American Antitrust Institute (between 1999 and 2001) (Litan (n.d.)). Ironically, Litan asserted that 
such mergers were the result of “public policy,” and dismissed the requirement that regulatory authorities should prevent 
these mergers by invoking antitrust law (Litan 1999: 70). Importantly, Litan stated that by “public policy” he meant that if the 
financial and banking conglomerates were to become so large, financial authorities would not be able to let financiers “lose 
money” (p.70). If such a scenario occurred, Litan claimed, “public policy will have artificially tilted the competitive playing field 
toward larger institutions.” However, Litan downplayed the risk of large bailouts by claiming that as nationwide banking 
combinations they would be able to absorb localised losses. The conference and publication of its papers was “[s]upported 
with unrestricted funding from Bank of America” (Joan Shorenstein Centre on the Press, Politics and Public Policy 1999: ii). 

146 Thompson (2003) stated that the inclusion of retail investors into markets as so-called ‘day-traders,’ through the 
proliferation of communication technologies, allowed this investing group to be easily manipulated by more sophisticated 
investors through the deployment of rumours especially on CNBC (p.30). This pattern created much temporary price 
volatility. He noted that during the tech-stock bubble bust institutional investors were well aware that the bubble was not 
based on sound financial analysis and were exploiting consumer-investors’ inflated expectations about ever-increasing stock 
values. Such investors had the capacity to “anticipate – and precipitate” market shifts (p.31). Thompson made the 
observation that “source capture” and journalists lack of specialist knowledge contributed to a scarcity of skeptical reporting.  

147 This intensified sales effort was focussed on reshaping peoples’ worldviews so that they would competitively pursue 
“financial self-responsibility” to advance up the economic hierarchy, and as the means for self-development (Martin 2002: 3). 
Anglo-American capitalism’s incessant advertising messages set the boundaries of meaning-making and infused the news 
with a sense of ‘this is the way the world is.’ Self expression through ‘consumer identity projects’ thus became a natural 
pastime (Holt 2002; Goldman & Papson 2006; Applbaum 2000). In fact, the finance industry was promoted as “normal, 
natural and, most importantly, scientific” as Marieke de Goede argued in Virtue, Fortune, and Faith: A Genealogy of Finance 
(p.3, original emphasis). Such ideas downplay the power relations underpinning financial capitalism, which in turn, as Paul 
Langley argued, “leads to the exclusion of alternative conditions of possibility” (2006: 292). Furthermore, the media 
conglomerates’ synergistic marketing strategies merged entertainment with finance news to gain the ‘buy-in’ of viewers, 
readers and listeners (Clark et al. 2004: 293; McChesney 2008). 

148 In his study “Ignoring the alarm,” Charles Layton found that the news media was complicit in magnifying the market boom 
by making “wannabes” from Wall Street into “superstar analysts” simply on the basis that they made wildly exuberant 
predictions that stocks would soar and they were from top Wall Street firms (2003: 23). Layton argued it was commonplace 
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for market insiders to speculate on the “pet stocks” of analysts they knew were about to appear on CNBC. This would 
predictably result in “trusting viewers” sending those stock prices upward. On US television, fashionable celebrity anchors 
and star financial experts hosted money and finance programmes because they had the financial kudos to present attention-
grabbing reports that would become the topical morning stories. Their kudos was constructed upon “ex-cathedra homilies 
and opinion” (Clark et al. 2004: 293). The guests promoted highly marketable products, and theatrically told rise and fall 
stories at any given moment. The term ex-cathedra means the doctrinaire views of Roman Catholic popes on matters of the 
religion’s beliefs and sense of morality (Collin English Dictionary 1992: 540). The power of papal definitions relies on 
Catholics believing they are infallible truths, which of course is the ‘task’ of ideology. See: Joseph Campbell (2001; 2002 
[1986]) for discussions on the reproduction of staple religious metaphors throughout the world before Christianity. 

149 Elias was quoted widely across the financial press such as The Wall Street Journal, Barron’s, BusinessWeek, Forbes, 
Fortune and Chief Executive and appeared on numerous television programs, such as on CNN’s finance programs 
“Moneyline” and “Business Day,” and its financial news channel CNNfn, and also on CNBC and NBC. Elias was not the only 
market celebrity to be given widespread coverage (Augar 2005: 159; Layton 2003). Furthermore, media regurgitation of 
corporate hype was widespread within Britain and the United States (Davis 2007). In the late 1990s, both the NASDAQ and 
NYSE, giddy with the booming stock market, advertised themselves within a meta-imagery of capital and in doing so 
conflated investment with the idea that they were able to democratize capital. This conflation of ideas implied that 
technological innovation could overcome any obstacles and even insinuated the unification of Earth with an imaginary 
‘heaven.’ The market was recast in quasi-religious terms with a power to shape reality through reconstruction of the world’s 
resources into commodities - without limits (Goldman & Papson 2006: 338; Cited by Cox 1999: 20; Goldman, Papson & 
Kersey 2005). In this world, the stock exchanges presented packaged personalities of investor subjects, which ‘consumers’ 
could ‘buy’ through gambling their surplus ‘capital’ (Goldman & Papson 2006; Holt 2002: 72; Langley 2006).  

150 By forming syndicates with one another, the universal banks shared the risk to underwrite the internet-telecom stocks 
(Wilmarth 2009). In 2000, the average syndicate numbered 15 banks, falling from 19 in 1996, (Ljungqvist & Wilhelm, 2003: 
728). Under direct share programs, a fraction of the initial public offerings were sold cheaply and this practice grew 
dramatically as the dotcom-telecom bubble expanded (Augar 2005: 17-19; Ljungqvist & Wilhelm 2003: 730). The percentage 
of initial public offerings (IPOs) of internet stocks allocated in direct share programs was 92.6 per cent in 2000, compared 
with 79.2 per cent in 1999 and 24.7 in 1996 (Ljungqvist & Wilhelm 2003: 730). 

151 The initial public offerings (IPOs) of internet stocks in 1999 and 2000 averaged first-day returns of 89 per cent in 1999 and 
2000 for market insiders (Ljungqvist & Wilhelm 2003: 723, 730; Ofek & Richardson 2003). From January 1996 through to 24 
March 2000, share prices for internet companies grew by 1000 per cent (Bhattacharya, Galpin & Ray, 2009: 657). 

152 In those first three months of 2000, 3,892 internet companies were acquired and 962 shutdown (Tapia 2004). 

153 For example, BusinessWeek’s magazine cover featured CEOs from the Fortune 1000 index 18 times in 2000, compared 
with one feature in 1981 (Layton 2003). 

154 This New York Times article also described a sales manual called “Track” that lending officers were trained to memorize. 
It included tactics to get the clients to drop their defence mechanisms, instructions on how to understate contractual terms, 
and advice containing misleading financial definitions (Henriques & Bergman 2000, March 15). This would later become 
known as the ‘boiler room culture’ of Wall Street (Starkman 2009a). 

155 Other early warning stories such as “How big lenders sell a pricier refinancing to poor homeowners” by John Hechinger at 
The Wall Street Journal told of how mortgage lenders including Citigroup, Ameriquest, Countrywide and H&R Block had 
persuaded the poor to sign over their interest-free government loans for new loan contracts that would later change to those 
with high interest rates (2001, July 12). 

156 To help Enron’s “financialization of energy,” five global banks - Merrill Lynch, Citigroup, Barclays, Chase and Credit 
Suisse - had conspired with Fastow to create shell companies that were used to hold debts off the parent company’s balance 
sheet (Gibney 2005; Wilmarth 2007; 2009: 999). 

157 Despite the fact that the biggest corporate bankruptcy in America’s history had just happened, numerous large US 
newspapers, including The New York Times, all synchronized the timing of their filings with the FCC to call for lighter media 
ownership restrictions the following day. The newspapers argued that the media and communications regulator should allow 
companies to own both a newspaper and a broadcast station in the same town or city. This coordinated political manoeuvre 
to seek more control over the news for its owners’ interests, belied cartel behaviour (Bagdikian 2004: 106-107). 

158 Layton (2003) argued that Fortune adopted an innocent bystander posture with its cover title, “Can we ever trust Wall 
Street again?” (2001, May 14), while BusinessWeek, according to Layton, reversed its stance toward Wall Street three times 
in a four year period. An October 1998 BusinessWeek investigation of stock analysts entitled “Corporate earnings: Who can 
you trust?” accompanied an exposé entitled, “The Superstar who wears two hats” about the conflicts of interest of a popular 
stock analyst, Jack Grubman (Bartlett 1998, October 5; Smith 1998, October 5). In May 2000, BusinessWeek published a 
valorization profile piece about Jack Grubman entitled “The power broker: From his Wall Street perch” (Elstrom 2000, May 
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15). Then, in a May 2002 piece entitled “How Corrupt is Wall Street?” BusinessWeek again reversed its stance (Vickers & 
France 2002, May 13). In discussing BusinessWeek last reversal of the tech-stock boom and bust period, Layton observed 
that the report ironically claimed, “Only now are the ugly details of the conflicts at play being laid bare” (2003: 27) 

159 Thompson (2003) found that because persuasive language regarding the assumed capacity of markets to underpin 
societies had become dominant in news programming, broader discussions regarding politics and human agency were less 
newsworthy. Thompson explored how the structures of economic and political power affected communications and the 
relations between news outlets, information carriers and market participants. His study was informed by the view that 
“markets are social constructions” that rely on beliefs, standards and symbolic meanings. This in turn meant that various 
manifestations of money gained their validity and functionality from accepted patterns of behaviour according to 
circumstance and environment. 

160 James Williams studied five major print publications from the US and UK to see what was excluded or silenced in the 
coverage of corporate crimes during 1 December 2001 to 30 November 2002. The five major print publications were: The 
New York Times, The Washington Post, The Los Angeles Times, The Globe and Mail, and The Economist (Williams 2008). 

161 In other words, Williams positioned the media coverage within a concerted elite sense-making effort whereby news outlets 
constructed attribution frames that limited financial actor responsibility. As the ‘scandals’ narrative unfolded, recovery or 
‘market reinvestment’ frames were deployed that suggested ‘solutions’ which matched the ‘problems’ suggested in the 
attribution frames (2008: 476-477). These attribution and recovery frames assumed that financial markets were the only 
possible way to arrange an economy (p.488). The US news medias’ coverage was designed to influence regulatory reform, 
move markets and promote behaviours that caused and inflated the tech-stock bubble and the criminal practices associated 
with it (Wilmarth 2008).  

162 Examples of the ‘bad apple’ frame include The Wall Street Journal’s front page piece, “Best interests: How big lenders sell 
pricier refinancing to poor homeowners” (Hechinger 2001, December 7); “Is housing the next bubble?” in Fortune (Bernasek 
2002, April 1); and BusinessWeek with “Consumer credit: A crunch may be coming” (Coy & Timmons 2002, August 12). 

163 The nine news outlets in Starkman and The Audit Teams’ study were: The New York Times, The Wall Street Journal, The 
Washington Post, The Los Angeles Times, Bloomberg News, BusinessWeek, Fortune, Forbes, and the Financial Times 
(Starkman 2009b: 26). 

164 Other housing bubble warning stories were: The New York Times’ “The ever more graspable, and risky, American dream” 
(Andrews, 2004, June 24 as cited in Starkman, 2009, p. 28). The financial magazines also chimed in with BusinessWeek 
asking, “Is a housing bubble about to burst?” (Coy, Miller, Young & Palmeri 2004, July 14) and Fortune followed in 
September 2004 with a substantial article, “Is the housing boom over?” (Tully 2004, September 20). In December 2004, 
BusinessWeek ran a story titled, “Home buyers: Armed and dangerous? Adjustable rate mortgages are pulling in new home 
buyers – but the risks are high” (Palmeri & Miller 2004, April 12). 

165 According to Starkman, The Wall Street Journal reported that by December 2007, the fraction of credit-worthy borrowers 
who were incorrectly servicing subprime loans was greater than 50 per cent (2009a: 29). 

166 Goldman Sachs in New York would later come under close scrutiny for having made bets against its own clients in late 
2006 and 2007 with the foreknowledge that the American home-lending market would collapse (Gordon 2009, November 1). 

167 Curiously, one of the myths he sought to debunk was “risky mortgage products” that were said to help to inflate house-
prices. At the time, Barsky was a managing partner of a hedge fund, Alson Capital partners. Barsky had been a Wall Street 
Journal reporter before working at Morgan Stanley as a real estate equity research analyst. Barsky partially declared his 
vested interests, but framed his stance as “putting his money where his mouth is,” which was a way of saying, no need to 
believe the “gloom and doom” (Glynn et al. 2008; Barsky 2005; Oberlin College 2010). 

168 In 2000, Wall Street’s manufactured pools of mortgage-backed bonds amounted to $56 billion. They peaked in 2005 – the 
year these bubble warning stories were printed – when US subprime mortgage market securities totalled $508 billion 
(Hudson 2007). 

169 For example, a New York Times article addressed the predicament of unsophisticated middle class borrowers in “Holding 
Off Bankruptcy, But Draining Home Equity” (Fessenden 2005, October 2). This article also explored the invention of a credit 
derivatives model that would later be at the centre of the hedge-fund meltdown. Similar articles that appeared in other 
publications were: “Betting on the right loan: Buyers looking only for the lowest payment could be gambling with their future” 
in the Washington Times (Fleishman 2005, September 3); a Wall Street Journal piece “Slices of risk: How a formula ignited a 
market that burned some big investors” (Whitehouse 2005, September 12). Similarly, BusinessWeek’s “Mortgage lenders: 
Who’s most at risk,” commented upon Wall Street’s connection to subprime lenders (der Hovanesian 2006, April, 24); and a 
myth-busting piece “Getting real about the real estate bubble,” appeared in Fortune (Tully 2006, August 25). 
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170 References for stories by Gillian Tett that investigated the financial industry and in particular credit derivatives from early 
2005 through 2007 are as follows: Tett 2005, May 13; Tett 2006, March 24; and Tett 2006, July 11).  

171 Other journalists who worked to warn the public about the perils of debt-finance included Mike Hudson and E. Scott 
Reckard from the Los Angeles Times. They consistently wrote numerous warning stories on the subprime beat such as, 
“More homeowners with good credit getting stuck with higher-rate loans” (2005, October 24). However, Mike Hudson and E. 
Scott Reckard’s Los Angeles Times article, “Workers say lender ran ‘boiler rooms’” which exposed the predatory lending 
practices of one mortgage finance company, Ameriquest Capital Corporation, did not contextualise the story by tracing the 
borrowing chain back to the Federal Reserve System (2005, February 4). Also notable was Mark Whitehouse’s stories for 
The Wall Street Journal including the aforementioned “Slices of Risk” (2005, September 12), “As data points to slowdown, 
housing market may land harder than economists predict” (2006, August 7) and “Risk management: As home owners face 
strains, market bets on loan defaults” (2006, October 30). Likewise, Greg Ip’s and Mark Whitehouse’s Wall Street Journal 
lead story, “Awash in Cash: Cheap Money, Growing Risks” sought to explain “an unprecedented wave of capital flowing 
around the world,” as a result of a “global savings glut,” but this explanation - promoted by the Federal Reserve - obscured 
the cartel nature of central banking (2005, November 3). 

172 In their study of news covering the US real estate market of four newspapers, Glynn, Huge and Hoffman (2008) traced the 
changing dominance of news frames from 1996-2007. The researchers sought to determine what role, if any, the media 
played in inflating the US house market bubble. They found that between the period 1996 to 1998, a ‘Quantitative Data 
Release’ frame dominated real-estate market news. This frame was constructed from economic indicators or quantitative 
data releases about housing shortages, rising real estate prices and government action for renters on low-incomes. During 
this time a ‘Market Impacts’ frame came second, which focussed on the connections between the shift from saving to debt-
financed speculation in the housing bubble and the state of the economy (p.14). Then a shift occurred in 1999 that lasted 
throughout 2004, wherein a ‘Perceptual Localisation’ frame took the lead as ‘investing’ in residential properties became more 
popular (p.14-15). The New York Times and San Francisco Chronicle treatment of this frame emphasized rising house 
values, and also gave personal accounts of the effects on renters, and the woes of buyers and sellers as the bubble 
progressed. During 2001-2004, the data-oriented news frames continued to be popular, emphasizing the falling mortgage 
lending rates. The ‘Market Impacts’ and ‘Controversy/Uncertainty’ news frames took over in 2005-2007. This frame 
emphasized the noticeable rise in foreclosures and the trap of “low ‘teaser’ interest rates offered in subprime lending for 
naïve house-buyers (p.15). They found that as economic data turned for the worse, media coverage increased and that 
public perceptions regarding the ‘economy’ became correlated to news media reportage of the economy. 

173 The news media quoted more widely from the conference held at the New York Stock Exchange, which was sponsored 
by Dow Jones and The Wall Street Journal (although this was conspicuously not covered by The New York Times). Henry 
Paulson’s remark that the market volatility was “a wake-up call to focus on excesses” was widely quoted from the New York 
conference (Evans-Pritchard 2007, June 29, DT; Kouwe 2007, 28 June, NYP; Ng, Lauricella & Aneiro 2007, June 28, WSJ). 
But, less widely quoted were his Polly Anna remarks, “I’ve never seen a stronger global economy. You’re always going to 
have volatility in the markets” (Kouwe 2007, 28 June, NYP). 

174 These remarks were quoted in The Times, The Wall Street Journal and The Daily Telegraph. 

175 Bloomberg’s news wire service reported this remark. 

176 This ‘accidents theory’ was also tacitly promoted by a former reporter, columnist and editor at The Washington Post, 
Martha Hamilton, in her article “What we learned in the meltdown” that appeared in Columbia Journalism Review. In her 
conclusion, Hamilton stated “thoughtful regulation is good for industries, which sometimes are not the best judges of the 
consequences of certain practices” (2009: 39). 

177 Resignification is a construction of truth claims or a “proclamation of truth;” the success of which relies on the ‘truth-sayer’ 
being able to employ power resources within the relevant ‘discursive net’ (Fuchs & Graf 2010: 9). This resignification activity 
may be a conflictual process. Open dispute may serve to mark the boundaries of the possible, or it may denote an anchoring 
of new norms so that the appearance of continuity is maintained despite a rupture with the old regime (p.10). 

178 Kenway and Fahey describe emotions as “communicable, transmittable and infectious, even viral” in that they move like 
currents among populations and geographies (2010: 718). 

179 Fear as an emotion is routinely bundled into the news, often sandwiched between problem frames, which seek to attribute 
blame and propose a way out (Altheide 1997). David Altheide argues the news media constructs problem frames which 
generate fear and thus fear has become the most prominent logic underpinning mass media coverage (p.650, 664). 
Importantly, the effect of problem frames (and the sense of fear packaged within) is magnified when a news audiences’ “total 
stock of knowledge” of an issue has been constructed from news reports that have in turn been appropriated from the 
dominant problem frame. 
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180 Thompson (2009) noted that elite opinion varied more in the elite financial media compared to the general mass media 
news. Some general news outlets, such as CBS and the Daily Mail, expressed outrage about the bailouts and the need for 
investigation to determine the responsibility of financial institutions (p.81). 

181 Such activities are termed ‘power crimes.’ Wilson’s papers (2009; 2010; 2011) apply the theories of ‘speed-politics’ and 
‘pure war’ formulated by critical theorist Paul Virilio (2005) and also references Nikos Passas (1999; 2007a,b), who has 
defined and argued for the concept of ‘power crimes.’ 

 

Chapter 4 

182 Paul ’t Hart (1993), who outlined how political actors and crisis actors could exploit symbolic action during crises, defines 
a crisis situation as “a breakdown of familiar symbolic frameworks legitimating the pre-existing socio-political order” (p.39). 
Even in crises news media activities are rituals because they recur according to recognized behaviours, although those 
doing the performing and constructing may not be aware of, or be explicit, about the process (Riegart & Olsson 2007: 146). 

183 In their paper, “Performing finance: The industry, the media, and its image,” Clark et al observed that during market 
booms, the news media played a formative part in supporting the exurburant speculation, and switched to a bystander role 
once a market bubble burst (2004: 291). Riegart and Olsson argue in their paper “The importance of ritual in crisis 
journalism,” that an affectation of ‘neutrality’ masks the news media’s desire to be perceived as producing authoritative 
accounts of history, particularly in the coverage of crises (Riegart & Olsson 2007: 147). Therefore, I have combined Clark et 
al’s observation of the news media’s bystander role during market busts with Riegart and Olsson’s argument regarding crisis 
journalism rituals, to term this phenomenon the ‘neutral bystander’ posture. 

184 Early on in Act I of the classic three-Act story structure, a hook that “grabs the audience’s attention” is deployed to 
provoke them to follow the narrative (Frensham 2003: 111-112. See Appendix IV, Fig. 4). 

185 In his paper entitled “Turmoil in financial markets: What can central banks do?” the Bank of England’s governor Mervyn 
King argued that risk was “underpriced” and that liquidity support to banks “increases the intensity of future financial crises” 
(2007: 8-10). References for news reports that reported Mervyn King’s stance on bailouts are as follows: Duncan & Hosking 
2007, September 13; Elliott 2007, September 13; Giles, Guha & Tett 2007, September 13; Giles & Tett 2007, September 13; 
Lynch 2007, September 12; McConnell 2007, September 13.  

186 One banker from Goldman Sachs, Kevin Daly, who matter-of-factly outlined what would happen next, was quoted in a 
Financial Times article headlined “No time for drastic measures, says King” (Giles & Daneshkhu 2007, September 12). In this 
article Daly stated, “Up until the point that it takes further action, the Bank [of England] has to maintain that the action it has 
already taken is sufficient.”  

187 Indeed, King had tacitly communicated the monetary authorities’ speed politics strategy to mask the collusion when he 
wrote in his cover letter to the House of Commons, “I am conscious that in sending you this statement I am taking a snapshot 
of a fast moving situation with a long exposure camera” (King 2007). 

188 References for news articles that reported the appointment of Ron Sandler and his bank rescuing powers are as follows: 
Croft & Giles 2008, February 17; Desai & Jones 2008, February 17; Northern Rock to be nationalised 2008, February 17; 
Staff & agencies 2008, February 17; Walsh 2008, February 17. 

189 On February 22 2008 in the United Kingdom, HM Treasury took ownership of Northern Rock. This nationalization meant 
the Bank of England loaned funds to Northern Rock, which amounted to £26.9 billion at the end of 2007 (Kellaway 2009: 30, 
32). Together with Northern Rock’s liabilitiies, this nationalization added £102.3 billion to the national debt, which 
represented 7.2 per cent of GDP. According to the chancellor of the Exchequer, Alistair Darling, Northern Rock’s directors 
were to blame for its collapse (Inman, Elliot & Hencke 2008, February 18). While this was partially true, this ‘finger-pointing’ 
overlooked the fact that HM Treasury had been active in changing laws to lower capital reserves and was complicit in the 
accounting practice of allowing banks to hold assets off their balance sheets in special purpose vehicles (SPVs) (Gowan 
2009: 105; Murphy 2008: 136, 158-159). Northern Rock’s corporate structure was complex and included SPVs which held 
mortgage backed secuities that investors had become concerned about (Kellaway 2009: 17-22). 

190 A ‘deux ex machina’ metaphor was a narrative device used in ancient Greek and Roman theatre, wherein a god appears 
from a machine that would prove decisive in resolving the plot. 

191 Fortune made a parsimonious effort to investigate the professional lives on Wall Street, in its November 27 2007 edition 
entitled, “What were they smoking?” The cover story entitled “Wall Street’s money machine breaks down: The subprime 
mortgage crisis keeps getting worse – and claiming more victims” by Shawn Tully lacked depth and was myopically focused 
on Merrill Lynch (2007: 47-59). While an accompanying story looked at former Treasury secretary Robert Rubin’s role as a 
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Citigroup advisor (Loomis 2007: 50-51), Fortune and other major media publications failed to systematically investigate the 
political economy of the financial system. 

192 A collaterized debt obligation (CDO) is a note or security based on bundled financial instruments that generate fixed 
returns from underlying debt such as mortgages, bonds and securities. CDO’s are structured into tranches or grades of risk, 
wherein senior tranches pay-out first, mezzaine next and equity tranches last (Ashman 2009: 110; Gorton 2008: 3; Tett 2010: 
334, 336). 

193 JPMorgan Chase lost money when Carlyle Capital failed to post more collateral in response to JPMorgan’s margin call 
(Neven 2009: 70).  

194 According to Fortune, on Friday March 7 Bear Stearns attempted to gain short-term credit in the high turn-over debt ‘repo-
market’ from “a major bank” that refused. The reporter, Roddy Boyd, did not investigate which bank had “rebuffed” Bear 
Stearns (2008: 57). 

195 Also on March 10, The Wall Street Journal began its “Business Insight” series with what turned out to be portentous 
advice. The editor wrote that firms should be wary of ignoring attacks from the internet that “may hurt your company in ways 
you’ve never imagined” (Rout 2008, March 10). 

196 News accounts that mimicked CNBC’s scapegoating of Bear Stearns by quoting Ace Greenberg without providing a 
broader contextualization are as follows: Bryant 2008, March 11; Burrough 2008; Clark 2008, March 11; Kennedy & Jagger 
2008, March 13; Kouwe 2008, March 11; Seib & Kennedy 2008, March 12; Shellock 2008, March 11. CNBC was a 50-50 
joint venture between NBC Universal and The Dow Jones Company (Arsenault & Castells 2008: 715; Ketupa.net: Dow 
Jones Group 2006; Winseck 2008). The Dow Jones Company was acquired by NewsCorp on December 13 2007 (News 
Corporation 2007).  

197 The Wall Street Journal reported that approximately 13,000 bets were placed on Monday March 10 wherein holders could 
sell the stock options for $30 by the end of the following week (Curran 2008, March 11). These bets were evidently placed by 
individual investors rather than institutional investors. 

198 Nomi Prins states that Spitzer was not the great threat to Wall Street that the news media made him out to be (2009: 
203). In this regard, it would appear that Spitzer’s removal was designed as a precaution, a threat to others with 
prosecutorial powers and a provocation from the regulatory side of the Wall Street-Washington cartel requiring ‘cooperation’ 
from the media cartel. 

199 The New York Times’ articles covering Spitzer’s demise included: “Bank reports, then wiretapping, led to unravelling of 
ring and its client 9” (van Natta & Becker 2008, March 13); “A day that shook the state, and hinted at a resolution to come” 
(Confessore & Peters 2008, March 13); “After Eliot Spitzer” (2008, March 13); and “Felled by sex scandal, he says his focus 
is on family” (Kocieniewski & Hakim 2008, March 13). The Washington Post’s reports included: “A fallen star; The flameout of 
New York Gov. Eliot Spitzer” (2008, March 13); “Ritual of repentence; The post-scandal litany of New York Gov. Eliot Spitzer 
has familiar echoes” (Copeland 2008, March 11); “Spitzer’s successor has few enemies; Many see Paterson as an agent of 
healing” (MacGillis 2008, March 13). The Wall Street Journal’s reports included: “Wall Street cheers as its nemesis plunges 
into crisis…” (Lucchetti & Langley 2008, March 11); “Spitzer’s rise and fall (2008, March 11); “Spitzer’s media enablers” 
(Strassel 2008, March 12). 

200 The prostitution ring, which numbered 10,000 clients, was run from her apartment in Midtown Manhattan, a few blocks 
from the New York Stock Exchange (Ferguson 2011). 

201 A brief look at the corporate boards of The Washington Post, The New York Times and The Wall Street Journal reveals 
ties to Wall Street and the City. The financial institutions, JPMorgan Chase, Goldman Sachs and Rothschild Investment Trust 
had representation on the board of News Corp, the parent company to The Wall Street Journal (Arsenault & Castells 2008: 
732-734). The Washington Post’s board included Warren Buffett, who was one of America’s most famous billionaires and co-
founder of hedge fund, Berkshire Hathaway (Crippen 2011, January 20). Concurrently, two hedge funds, Firebrand and 
Harbinger Capital, and James Kohlberg of the buyout firm Kohlberg Kravis Roberts were in negotiations to have 
representation on The New York Times Company board (Dealbook 2008, April 23; Clifford 2008, April 23).  

202 According to the reporters, Nicholas Confessore and Jeremy Peters, Spitzer said these words as a declaration that he 
intended to clean up the politics of his district in his new role as governor (Confessore & Peters 2008, March 13). This article 
did not mention the threat of the impeachment vote. Instead, this information was presented in another New York Times 
report, “Felled by sex scandal, he says his focus is on family.” Not surprisingly, this March 13 article did not express any 
scepticism about the power relations underlying the events (Kocieniewski & Hakim 2008, March 13). 

203 On November 4 1979 in Tehran, 52 American embassy staff were taken hostage by Iranian students who sought to 
galavanize political support for Ayatollah Khomeini. Democrat president Jimmy Carter attempted to capitalize politically from 
the crisis by gaining their release in October 1980, in time for the November elections. Key Republicans however 
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undermined this effort with a counter-October Surprise in which they secretly negotiated with the Iranian junta. The counter-
October Surprise culminated in the release of the hostages timed to coincide with Reagan’s presidential inaugaration on 
January 20 1981 – 444 days after their capture (Aslan 2004, November 24, N; Parry 2011; Scott 2007: 93-113). The day 
after the ‘Iranian hostage crisis’ ended, The New York Times’ lead story was headlined “Reagan takes oath as 40th president; 
Promises an ‘era of national renewal’ – Minutes later, 52 U.S. hostages in Iran fly to freedom after 444-day ordeal” (Pappas 
2004). 

204 Among the details that ought to have prompted journalists from all the newspapers to exercise scepticism was fact that 
two banks had filed ‘Suspicious Activity’ reports. In a New York Times’ article headlined “Bank reports, then wiretapping, led 
to unravelling of ring and its client 9,” the reporters revealed that the two banks – HSBC and the North Fork Bank had been 
subject to investigations by the New York attorney general’s office when Spitzer held the top post (van Natta & Becker, 2008, 
March 13). As Ferguson and Johnson pointed out, North Fork Bank was owned by Capital One, a major US bank with large 
stakes in subprime mortgages (2009b: 34, fn 24). The New York Times’ report from March the 13th, written by journalists Don 
van Natta and Jo Becker, downplayed this information as potential evidence of vindictive behaviour and possible conspiracy 
by stating, “Experts who advise banks and individuals on anti-money laundering regulations, said that the two banks were 
just following the law when they reported the suspicious financial transactions to federal authorities” (2008, March 13: A20). 
The New York Times’ reporters set about framing HSBC and the North Fork Bank’s surveillance of “suspicious financial 
activities” as “due diligence” (van Natta & Becker 2008, March 13: A20). This was a term they took from a quote by Bob 
Serino, a former deputy chief counsel at the Office of the Comptroller of the Currency.204 The term “due diligence” is financial 
jargon used to describe an appraisal of accounts that prospective buyers perform when considering a hostile takeover 
(Sorkin 2009). During hostile takeovers, hostage postings are often made, in the form of financial commitments or by placing 
key people on the boards of rival institutions (Keren & Raub 1993: 430). 

205 According to Bloomberg reporter Scott Lanman, Ben Bernanke also attended three meetings in New York on Friday 
March 7 2008, including a lunch. Lanman stated Bloomberg obtained copies of pages from Bernanke’s daybook for March 
2008 (under the Freedom of Information Act) and that the Federal Reserve had “blacked out” who was present at the three 
meetings (Lanman 2008, May 12). 

206 Ironically, Henry Paulson presented The President’s Working Group on Financial Markets’ report two days later, stating 
that the markets had “relied excessively on credit ratings” and that this reliance had “contributed to their complacency” (The 
President’s Working Group on Financial Markets 2008: 4). This long-scheduled press conference, held on the 13th floor of the 
National Press building, essentially obscured how the Wall Street-Washington Complex constructed the ‘crisis.’ Also on 
Tuesday March 11, the chairman of the Securities and Exchange Commission (SEC) Christopher Cox told reporters that “we 
have a good deal of comfort about the capital cushions that these firms have been on” in regard to Wall Street’s five largest 
investment banks (Cohan 2009, p. 28). However, Cox’s statement was not widely reported, with only Reuters and CNBC 
publishing it on their websites on March 11. Their headlines, respectively were “U.S. SEC comfortable with investment banks’ 
capital” (Younglai 2008, March 11) and “SEC, CFTC formalize cooperation agreement” (CNBC 2008, March 11). 
Conspicuously, Tuesday March 11 was also the day that the Federal Reserve announced the Term Securities Lending 
Facility (TSLF) that would provide liquidity or cheap credit of up to $200 billion against AAA rated securities to Wall Street 
banks, as mentioned in chapter two (Cohan 2009: 27; Prins 2009: 103). 

207 Alan Schwartz took over the CEO position on January 8 2008 after chairman and CEO James Cayne resigned from his 
CEO position (Cohan 2009: 19). 

208 As William Cohan argued in House of Cards (2009), all of the big five investment banks were vulnerable to their funding 
model, which was a combination of corporate bonds, preferred shares and short-term borrowing in overnight commercial 
paper markets (p.5). 

209 Bear Stearns’ closing stock value was $32 on Friday after starting the week at over $70 (Burrough, 2008). References for 
news stories that reported on Bear Stearns demise at this time are as follows: The Associated Press [AP] 2008, March 15; 
Eavis & Reilly 2008, March 15, WSJ; MSNBC 2008, March 17; March 15; Sorkin 2008, March 17, Wilson & Saltonstall 2008, 
March 15. 

210 Curiously, on March 15, in a Washington Post article headlined “Fed comes to rescue as Wall St. giant slips” Bear 
Stearns was suddenly described as “venerable,” when clearly it had been treated as expendable (Irwin & Tse 2008, March 
15). The adjective was not without religious subtextual meaning, since it is used to denote a dead person whose biography 
has made it through stage one of canonization to ‘sainthood’ (HarperCollins 1992: 1701). The article contained elements of 
an obituary-piece, noting the firm was established in 1923 and described its risk-taking trading culture and maverick 
management style. At this time Bear Stearns’ management  thought it had obtained a credit line from the Federal Reserve 
that gave it 28 days reprieve, in order to address its financial issues (Burrough 2008; Cohan 2009).  

211 In the Reuters’ story “Paulson defends U.S. rescue of Bear Stearns,” Paulson reiterated that the American monetary 
authorities had “a strong-dollar policy” which meant employment would be ‘sacrificed’ since financial officials also facilitated 
high international capital mobility. As mentioned in chapter two’s notes and commentary section, the ‘policy trilemma’ means 
that at most only two of the three policies can be maintained at any given time (Bryan & Rafferty 2006: 106-108). In ‘free-
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market’ regimes, full-employment is not pursued (Klein 2007). References for other news stories that failed to challenge the 
US monetary officials ‘rescue’ rhetoric are as follows: AP 2008, March 15; AP 2008b, March 17; AP 2008c, March 17; March 
Bernard & Bel Bruno 2008, March 14; Clark 2008, March 16; Goldstein 2008, March 16; Ellis & Luhby 2008, March 17; 
Landon 2008, March 15; Morgenson 2008a, March 16; Moyer & Martin 2008, March 16; Murray 2008, March 16; Norris 
2008, March 15; Smith 2008, March 17; Sorkin 2008, March 17. 

212 For example, an article headlined “Fed comes to rescue as Wall Street giant slips…” The Washington Post endorsed the 
‘rescue’ frame by claiming that Federal Reserve officials had decided, after lengthy conference calls, that if they let Bear 
Stearns fail, “other big Wall Street banks” would face immediate danger, as they also relied on short-term debt for funding 
(Irwin & Tse 2008, March 15). The Post’s report stated that a major Federal Reserve loan transaction would come through 
JPMorgan Chase; because it was a commercial bank, it had “access to the Fed’s discount window” (Irwin & Tse 2008, March 
15). The subtitle for this Washington Post report was: “Bear Stearns gets emergency funding via J.P. Morgan” (Irwin & Tse 
2008, March 15). 

213 The Term Securities Lending Facility did not become operational until March 27 2008 (Board of Governors of the Federal 
Reserve System 2010b). Additionally, the Federal Reserve created the impression that Bear Stearns might have more time 
to work through a solution by announcing, along with JPMorgan Chase, that Bear could access a temporary federal credit 
facility for a period of “up to 28 days” (Cohan 2009: 78-81).  

214 This was an incredible omission given that, notwithstanding its status as a primary dealer, Bear Stearns had been 
excluded from the Federal Reserve’s luncheon on March 11 (Cohan 2009: 30; Lanman 2008, May 12). It was also a major 
omission because JPMorgan Chase, along with The Bank of New York Mellon, were in a pivotal position as clearing banks 
for all derivatives securities (Scholtes, & Guha 2008, September 16). This meant they were custodians of collateral for 
derivatives contracts and if the two banks, as ‘clearing houses,’ deemed that risk of those securities had increased, they 
could demand that the relevant bank or financial holding company post more collateral. Therefore, JPMorgan Chase’s role 
as a ‘clearing house’ placed it in a powerful position to attack a rival firm’s solvency. It also meant that if a major investment 
bank such as Bear Stearns failed, JPMorgan Chase and the Bank of New York Mellon would become vulnerable too. As 
such, the Primary Dealer Credit Facility was opened on March 17 so that the major banks with primary dealer status could 
borrow under wider parameters from the Federal Reserve (GAO 2011: 213-214; Felkerson 2011: 18; Scholtes & Guha 2008, 
September 16). Ironically, the Federal Reserve announced the Primary Dealer Credit Facility on March 16 2008, a fews 
hours after the US Central bank assisted JPMorgan Chase’s takeover of Bear Stearns (Cohan 2009: 131-132). 

215 Andrew Sorkin noted in his book Too Big to Fail that JPMorgan Chase CEO Jamie Dimon was equated with John 
Pierpont Morgan and in doing so The New York Times’ journalist replicated the view that the wealthiest American financier 
had merely “helped ease the Panic of 1907,” rather than foment the conditons for it (2009: 71). (See Appendix VI: Event 
Cluster One for a brief account of J.P. Morgan’s role in escalating the Panic of 1907). 

216 At the time, JPMorgan Chase’s share of deposits in the New York Federal Reserve was by far the largest at 31.55%, with 
the two next biggest deposit holders, HSBC Holdings and Citigroup Inc. having a market share of 8.65 per cent and 8.43 per 
cent, respectively. These figures were for June 2008, sorted by market share for New York State (Federal Deposit Insurance 
Corporation 2008c). 

217 Furthermore, the reporters failed to press the Securities and Exchange Commission as to whether Bear Stearns’ share 
price had been shorted. Neither did the financial and business press ask why the SEC had, in 2004, changed a regulation 
that made short-selling legal – for the first time since 1932 (Norris 2006, December 8). In place of skeptical reportage, the 
news media regurgitated quotes attributed to JPMorgan Chase’s CEO Jamie Dimon in which he allegedly extended support 
to Bear Stearns investors (Goldstein, 2008, March 16; Guerrera & Sender 2008, March 17; Kossoff & Wallop 2008, March 
17; Moyer & Martin 2008, March 16; Sorkin & Thomas 2008, March 16). The reporters failed to inform readers that these 
statements were not historical facts, but were ritualized crisis management statements designed to feign empathy with the 
victims (Coombs 2006: 249; Coombs 2007: 165, 167). Therefore, these crisis management statements were deployed to 
smooth over the takeover-bailout in lieu of a more thorough material account of what happened. 

218 While there was a ‘crisis of confidence,’ it needs to be remembered that the ‘crisis’ itself was produced in the criminogenic 
environment of the Wall Street-Washington-City Complex. As such, the news media neglected to ask the critical question: 
Why is it that the ‘financial system’ is so vulnerable to perceptions about credibility? An exemplary example of this apparent 
lapse was in a New York Times article headlined “Rescue me: A Fed bailout crosses a line” (Morgensten 2008, March 16). 
The reporter, Gretchen Morgensten, claimed the collapse of Bear Stearns stock price proved that the rumours were true, 
which was a circular argument. In a nut-shell, perceptions are used as a basis for a company’s value because value is 
arrived at through the financial ‘community’ agreeing on the worth of assets, debts and other financial claims. This 
agreement is reached through constant exchanges that occur throughout the political economy, such as deal-making, data-
processing, media interpretation and risk management (Nitzan & Bichler 2009; Thompson 2010b). Therefore, the survival of 
a firm is dependent on faith in its future earnings capacity. Faith, it turns out, is integral to the functioning of the financial 
system as it is based on credit, which implies a trust that ‘borrowers’ will ‘repay’ the ‘loans.’ The business of lending then is 
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belief-dependent, in that a bank or financial institution will only extend credit if it has confidence in the ‘borrower’ paying the 
principal and interest. When trust is broken, a ‘crisis’ occurs. 

219 References for news reports that mentioned Bear Stearns refusal to bailout LTCM are as follows: Curran 2008, March 11; 
Eavis & Reilly 2008, March 15; Irwin & Tse 2008, March 15; Kelly, et al. 2008, March 13; Morgenson 2008, March 16; 
Petruno 2008, March 11. 

220 News report references for Lehman’s apparent stinginess in the ‘rescue’ of LTCM are as follows: AP 2008, March 17; 
Eavis & Reilly 2008, March 15; Kelly, Ng & Strasburg 2008 March 13; Landon 2008, March 15; Sorkin 2008, March 17; 
Strasburg 2008, March 15; Westbrook 2008, March 18. 

221 These loans were packaged into mortgage-backed securities and were often recombined with a plethora of other credit 
derivatives products (Prins 2009; Tett 2010). 

222 Although the anger of Bear Stearns’ employees was predictable, the oligarchs and elites behind the takeover-bailout did 
not anticipate this contractual crisis for JPMorgan Chase & Co. Two documents, a Guarantee Agreement and a Merger 
Agreement, written up by the law firm Wachtell, Lipton, Rosen and Katz, had been unclear regarding JPMorgan’s position if 
Bear Stearns’ shareholders voted against the merger. Some of Bear Stearns’ people had worked out that the agreements 
meant that JPMorgan Chase had conferred a one-year guarantee to Bear Stearns’ for “trading and counterparty liabilities … 
[and] all of Bear’s long term debt” (Cohan 2009: 150). The implications were huge for JPMorgan Chase, since it made the 
giant bank holding company vulnerable. As one of William Cohan’s anonymous sources for his book House of Cards 
revealed, Bear Stearns’ CEO Alan Schwartz reasoned that if Bank of America were to come along and offer $50 per share, 
JPMorgan Chase would have been forced to pay $51 per share (2009: 153). More to the point, if this unexpected crisis for 
JPMorgan Chase’s was not quickly resolved, its part in the take-down of Bear Stearns could quickly backfire if the market 
perceived it was insolvent. 

223 Earlier, Dimon had spoken to Bear’s brokers in a conference call and he claimed he had “broker’s blood in his veins” 
(Cohan 2009: 156). 

224 Conspicuously, Bear Stearns borrowed $1 billion the day the Term Securities Lending Facility opened – three days after 
the company was signed over to JPMorgan – and then returned for another billion-dollar helping on April 10 (Board of 
Governors of the Federal Reserve System 2010b). In fact, during its ‘wind-down’ Bear Stearns loaned a cumulative sum of 
$960 billion from the Federal Reserve’s Primary Dealer Credit Facility in 69 transactions between March 17 and June 23 
2008 (Board of Governors of the Federal Reserve System 2010a). As such, the actions taken by the US monetary authorities 
revealed a very selective use of the ‘moral hazard’ concept. And because the financial oligarchy remained invisible, their 
cartel would be selective again. 

225 Notably, Federal Reserve chairman Ben Bernanke predictably “chafed” at the suggestion that the Federal Reserve bailed 
out Bear Stearns (Irwin & Merie 2008, April 3). While it was true that Bear Stearns itself was not bailed out, he deflected from 
the fact that US taxpayers financed JPMorgan’s acquisition and the firm was wound-down using Treasury securities (Board 
of Governors of the Federal Reserve System 2010b). 

226 On April 4, The New Yok Times published an analysis piece headlined “The regulatory failure behind the Bear Stearns 
debacle,” but this article failed to investigate the regulatory capture and the use of ideology to mask systemic collusion 
(Norris, 2008, April 4). 

227 A clear exception was a report in the business section of The New York Times headlined “Bear Stearns in the Committee 
Room” in which the reporter added colourful descriptions after having been in the room (Thomas 2008, April 4). This included 
an admission from a lawyer that such hearings were ritualistic. The hearing was attended by numerous news photographers. 

228 Around this time Fortune published a superficial account of Bear Stearns demise entitled “The last days of Bear Stearns,” 
which failed to investigate the aggressive trading, the role of the financial authorities and CNBC’s participation in spreading 
rumours (Boyd 2008: 56-58). Indeed, Fortune’s April 14 edition also included a valorization piece of CNBC, including a 
mention of its coverage of Bear Stearns’ last days  (Hempel 2008: 62-66). 

229 According to David Wessell, in his book In Fed We Trust, the inspiration for the plan’s title “Break the Glass” was a 
question raised in a meeting that took place in late 2007 between Bush administration officials regarding the possibility of tax 
appropriations to revitalize the economy. The questioner, Keith Hennessey, mused, “How big is the ax behind the glass” 
(2009: 177). FIRE stands for finance, insurance and real estate (Bichler & Nitzan 2009a; Foster & Magdoff 2009: 128). The 
date of the “Break the Glass” meeting was symbolic too, since April 15 is the deadline for Americans to file their tax returns 
(McKinnon 2008, September 25: 6; “Transcript: President Bush’s Speech…” 2008, September 24). 

230 On September 18 2008, Treasury’s assistant secretary for legislative affairs Kevin Fromer would say, in a similar phrasing 
to Paulson prior to the Treasury secretary’s meeting with congressional leaders, that one needed to ‘sell’ the bailout (as 
mentioned in chapter 2). On that later occasion, Fromer told Paulson, “It’s just a question of optics” (Sorkin 2009: 437). 
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231 Indeed, Neel Kashkari had frequently stated that, “The next president is going to bring the hostages home” (Wessell 2009: 
176-177). By this statement, Kashkari attributed the end of the Iran hostage crisis to the inauguration of Republican president 
Ronald Reagan, thereby signalling that America’s “next president” would be coerced to authorize a vast bailout. In effect, 
such coercion is by definition a coup d’ état (Collins English Dictionary 1991: 366). Ironically, “the hostages” in this case were 
‘the American people’ cast as taxpayers and “home” referred to the Wall St-Washington Complex. 

232 On March 10 2008, Barron’s magazine cover story asked in its title, “Is Fannie Mae toast?” (Laing, 2008, March 10). 
Barron’s was owned by The Dow Jones Company, whose parent company is News Corporation (Arsenault & Castells 2008: 
715; Mondo Times 2012b). 

233 GSE is an acronym for government-sponsored enterprise. 

234 Despite official pledges that the two companies were financially sound, markets saw a proposed sale of more debt by 
Freddie Mac that morning as a negative proxy sign. In a July 11 New York Times story headlined “U.S weighs takeover plan 
for two mortgage giants,” the views given by officials from the Federal Reserve, the Treasury, Congress and Freddie Mac 
were designed to encourage investors not to sell their existing stakes in the GSEs. This lack of critical contextualization 
obscured the reporters’ deployment of the ‘neutral bystander’ posture. 

235 References for these news reports on the GSE’s capital are as follows: Hamilton & Reynolds 2008, July 11; Labaton & 
Weisman 2008, July 11; Politi, Sholtes & White 2008, July 11; Shellock 2008, July 11. 

236 Bloomberg’s article explained that, “fair value measures a company’s net worth if it had to liquidate all of its assets to 
repay liabilities” (Kopecki 2008, July 10). 

237 Under testy questioning Paulson was asked where the money would come from and he replied “the government” and 
then, in answer to the question, “And who is the government?” the Treasury secretary said, “the taxpayer” (Labaton & 
Herszenhorn 2008, July 16, C1). 

238 Aptly, one of those meetings involved a grilling from “the entire House Republican Conference” which occurred in a room 
in the Capitol’s basement. Paulson related that this “meeting … had been set up to let members blow off steam” (Paulson 
2011: 152). Not surprisingly, this meeting was not reported in the news coverage. 

239 References for news reports that obscured the purpose of the Housing and Economic Recovery Act are as follows: 
Anonymous 2008, July 25; Bawden 2008, July 24; Crittenden & Paletta 2008, July 23; Hill 2008, July 23; Lengell 2008, July 
24; Montgomerey 2008, July 24; Montgomery & Kane 2008, July 27; Politi 2008, July 24. 

240 In his speech, Paulson unintentionally referenced the casino nature of the US financial cartel when he claimed that, “I 
would rather not be in the position of asking for extraordinary authorities to support the GSEs. But I am playing the hand that 
I have been dealt” (Crittenden & Paletta 2008, July 23). The Paulson-led ‘shadow-bailout’ proved what his preferred strategy 
was. 

241 References for news reports that mentioned the national debt limit or the $800 billion appropriation of tax funds are as 
follows: Boyd & Shenn 2008, August 7; Dickson 2008, July 31; Herszenhorn 2008a, July 23; Herszenhorn 2008b, July 27; 
Crittenden & Paletta 2008, July 23; Montgomery 2008, July 24. 

242 The chairman of the Federal Reserve’s Board of Governors, Ben Bernanke signalled that emergency methods ought to 
be replaced with a “systemwide approach to supervisory oversight,” which would need to include a “statutory resolution 
regime” (Bernanke 2008). In other words, he envisaged an integrated regulatory regime with the powers to takeover and 
wind-down financial firms that posed a systemic risk to the financial system as was foreshadowed in a Treasury report 
entitled Department of the Treasury blueprint for a modernized financial regulatory structure, published on March 31 2008 
(United States Department of the Treasury 2008). The ‘Blueprint’ report argued that financial institutions uncontrolled by the 
Federal Reserve, such as money market funds and buy-out firms, should come under its regulatory system (United States 
Department of the Treasury 2008a: 14-15; 2008b). Bernanke was signalling to those present who were either privy to their 
strategy or smart enough to know that bankers, economists and financiers are schooled in game theory, that they were 
managing the ‘crisis’ to get the new regime they wanted (Bech 2008; Goodhart 1994; Manz 2009; Markose 1998; Markose, 
Giansante & Gatkowski 2009; Ueda 2010). Indeed, this plan to concentrate power in the Federal Reserve was envisaged in 
1977, in a research paper entitled “A FINE study,” which argued that the legal and regulatory regime was stuck in “New Deal 
legislation of the 1930s” (Pierce 1977: 605). (The title was an acronym for Financial Institutions in the Nation’s Economy). 
The paper proposed consolidating the Federal Reserve (its regulatory and supervisory functions only) by creating one 
agency that would absorb the Federal Home Loan Bank Board, the Federal Deposit Incorporation (FDIC), the Comptroller of 
the Currency and the National Credit Union Administration. 

In their reports on Jackson Hole, the Financial Times, The Economist, The Wall Street Journal, The New York Times and 
The Washington Post failed to challenge Bernanke. References for reports on Bernanke’s speech at Jackson Hole from 
these news outlets are as follows: Guha 2008, August 23; “Jackson Hole: The credit crisis” 2008; Reddy 2008, August 23; 
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Irwin 2008, August 23; Uchitelle 2008, August 23. The Treasury ‘Blueprint’ report also suggested the idea of a single 
regulator for the United States’ financial system, as was the case in the United Kingdom (2008a: 13). The lead authors of this 
report were Henry M. Paulson, Robert K. Steel (who was the undersecretary for domestic finance) and the assistant 
secretary of financial institutions, David G. Nason. Not surpisingly then, the ‘Blueprint’ report omitted to explain that the 
Federal Reserve System was a jointly-owned cartel of twelve regional bank corporations that were in turn owned by state 
and nationally chartered commercial banks and bank holding companies (Board of Governors of the Federal Reserve 
System 2008a: 374; Brown, 2008: 24, 127; Griffin 2008: 17-20). 

243 The paper that Blinder co-wrote with Bernanke titled, “The Federal Funds Rate and the Channels of Monetary 
Transmission” explored adjustments to the Federal Reserve’s funds-rate, which is the wholesale interest rate that the central 
bank charges its member banks (Bernanke & Blinder 1992). These adjustments they termed ‘policy shocks’ by which they 
meant the tightening of money supply by increasing the federal funds rate or loosening it by reducing the rate (p.902). 
Bernanke & Blinder found that “the brunt of tight money is felt on loans,” induced by the Federal Reserve raising its federal 
funds rate, “as banks terminate old loans and refuse to make new ones” (p.920). They also found that unemployment rose, 
with a lag of about two to three financial quarters following a funds rate shock, since loans were vital to funding the so-called 
‘real economy’ (p.919). 

244 When Timothy Geithner met with Paul Volcker on Saturday March 15 – during the Bear Stearn’s crisis weekend – for a 
private meeting at the former Federal Reserve chairman’s apartment, he was teased with the question, “How’s your finger?” 
By this Volcker signalled the tale of the little Dutch Boy (Wessell 2009: 165). 

245 The first version represented the ‘free market’ enthusiasts’ worldview that ‘natural’ forces of ‘the market’ should be left to 
their course. (This was not what Buiter was arguing). In other words, the first version referenced the back-story of the first 
two phases of the shadow banking system’s apparent ‘demise’ – the collapse of home mortgage lenders between 2006 and 
2007, and the collapse of structured investments vehicles (SIVs) in mid-to-late 2007. However, the Federal Reserve knew 
the financial oligarchs needed time to get to safety in order to exploit the inevitable ‘financial tsunami’ – because the central 
bank officials were well aware that the contagion would spread. Ironically, several major Dutch banks – Fortis, ING Bank N.V. 
and SNS Bank N.V. had exposure to Lehman Brothers and required state bailouts to stay operating (Neven 2009: 61-62). 

246 A ‘financial tsunami’ was coming and the Federal Reserve, playing the re-worked ‘little Dutch Boy,’ planned to retrieve his 
metaphorical finger from the dike at the ‘right time’ and move to higher ground, where the oligarchs lived in their mansions. 

247 Blinder’s ‘rebuttal,’ which his audience of “central bankers, academics and Wall Street economists” found “entertaining,” 
conformed to the fallacies of ‘attacking the strawman’ and of ‘diversion’ (Damer 2009: 204, 210). Blinder created a strawman 
argument because he inferred that Buiter’s paper was about letting ordinary people ‘drown,’ when in fact he was arguing that 
the Federal Reserve’s actions were rescuing bankers and other financial institutions who really did know better. Blinder’s 
resort to ridicule therefore diverted attention from Buiter’s core argument, which was that the Federal Reserve was engaging 
in ‘moral hazard’ and fostering collusion (Buiter 2008). As Paul ’t Hart argued, ruling elites will deploy manipulative 
arguments as part of an effort to construct ‘discourse coalitions’ (1993: 41).  

248 To put this sum in perspective, the value of the two GSEs residential-backed securities came to $4.7 trillion, which 
amounted to 32 per cent of total American mortgage credit, (which was $14.3 trillion); and 33 per cent of US GDP, as at June 
2008 (Farhi & Cintra 2009: 7; Financial Crisis Inquiry Commission 2011: 309, 320; Fratianni and Marchionne 2010: 8; GAO 
2011: 149; Prins & Ugrin 2011: 3). 

249 But, Paulson’s answer to a question on CNBC on the Monday morning of September 8 about how much the bill was going 
to cost taxpayers was not widely reported. Paulson answered, “We didn’t sit down there and figure this out with calculators” 
(Sorkin 2008, September 9). 

250 In “Hank the Great? Paulson Copies Frederick with Bonds,” Bloomberg reporters Sebastian Boyd and Jody Shenn (2008, 
August 7) point out that large banks had turned to the Federal Home Loans System when the “structured finance market” 
collapsed around July 2007. 

251 Bloomberg reported that “13 ‘major’ dealers” in credit default swaps reached a consensus as to what the Treasury’s move 
to take the GSEs into conservatorship meant (Biggadike & Harrington 2008, September 8). The “13 ‘major’ dealers” agreed it 
constituted a credit event, which had the implication that transactions related to Fannie and Freddie’s bonds required 
settlement. The report failed to investigate whether the “13 ‘major’ dealers” had colluded with one another and with Treasury 
and the Federal Reserve officials to bet on the likelihood that the two GSEs would default on its debt. The media also failed 
at the time to uncover a private lunch between Henry Paulson and numerous hedge funds and investment firm heads that 
took place in the offices of Eton Park Capital Management on July 21 2008 (Teitelbaum 2011, November 30). At this 
meeting, which was attended by several former Goldman Sachs executives, Paulson disclosed that the American monetary 
officials intended to place Fannie and Freddie into “conservatorship” (so-called nationalization) and in the process, according 
to Bloomberg reporter Richard Teitelbaum, common stockholders “would be wiped out.” Conspicuously, Paulson failed to 
disclose this meeting in his book On the Brink (2011). 
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252 One important reason for the Treasury takeover of Freddie Mac and Fannie Mae was hinted at in the last two paragraphs 
of an article that appeared in The New York Times on September 7 2008. Journalists Stephen Labaton and Edmund 
Andrews wrote that Alan Greenspan – the former chairman of the Federal Reserve, and Lawrence Summers, the former 
deputy secretary of the Treasury, along with others, had long been critical of the fact that the two giant GSEs had used their 
economies of scale to supply mortgage finance at lower interest rates than their competitors (Labaton & Andrews 2008, 
September 7). In other words, the Wall Street-Washington Complex did not like a rival cartel undercutting them to gain more 
market share. But this point too was missed or avoided. In their updated report published the next day (on September 8), 
The New York Times’ reporters Stephen Labaton and Edmund Andrews repeated the explanation regarding Alan Greenspan 
and Lawrence Summers longheld criticisms of the two giant GSEs under the same headline: “In rescue to stabilize lending, 
U.S. takes over mortgage finance titans” (Labaton & Andrews 2008, September 8). 

253 A Wall Street Journal column article on Wednesday September 10 reported that the price of credit default swaps 
contracts against Lehman’s debt had spiked the previous day, which the reporter Peter Eavis deduced as a sign that the 
market was betting that the firm would go into default (Eavis 2008, September 10). References for other stories that reported 
on eroding confidence in Lehman are as follows: Anderson & White 2008, September 10; Gray 2008, September 12; 
Hamilton 2008, September 10; La Monica 2008, September 10; Norris 2008, September 12; Sorkin 2008, September 13; 
Story 2008, September 10. 

254 BusinessWeek’s September 22 2008 edition went to press prior to the Lehman Brothers crisis weekend of September 12-
14 2008. The magazine’s coverage that scapegoated Lehman Brothers was: “The Business Week: Fannie, 
Freddie…Lehman?” (Maurer & Lindblad 2008: 4-5); “Hank Paulson on the housing bailout and what’s ahead” (Bartiromo 
2008a: 19-20); and “Lehman’s Hail Mary pass” (Goldstein & Henry 2008: 28). 

255 The industrial metaphor was inspired by a book entitled The Subprime Solution, wherein the author and economist Robert 
Shiller argued that the financial system was “running bullet trains on ancient track.” By this, Shiller meant regulatory and 
financial institutions needed to be reformed to serve the “technologically sophisticated” trains or financial products that the 
industry was using (Shiller 2008: 16). Shiller had recently assisted the Chicago Merchantile Exchange “launch securities” 
known as “house price futures and options,” which he claimed would give “skeptical speculators” the tools to puncture house 
price bubbles. Additionally, Shiller had recently developed a house price index called the S&P/Case-Shiller index with 
another economist, Karl Case, which was sponsored by Standard & Poor’s (Fox 2008: 25). 

256 References for news articles that undermined Lehman Brothers are as follows: Anderson & White 2008, September 10; 
Eavis 2008, September 10; Karnitschnig et al. 2008, September 12; La Monica 2008, September 10; Tennille 2008, 
September 10; White 2008a, September 11. As the week progressed, Richard Fuld was also depicted as someone who was 
too hard to negotiate a buy-out deal with and as a person in denial (Anderson & White 2008, September 10; Sender 2008, 
September 8; Norris 2008, September 12). These accounts, which read like obituaries, did not acknowledge the aggressive 
alpha personality trait of top bankers and financial executives. This trait has been explored in the documentaries by Charles 
Ferguson, Inside Job (2010), and Danny Schechter; Plunder: Crime of Our Time (2009). Instead, Fuld and his “beleaguered,” 
“stricken” and “scrappy” bank were set-up as scapegoats for de-stabilizing the markets after the Wall St-Washington 
Complex’s ‘rescue’ of the GSE’s the previous weekend (Anderson & White 2008, September 10; Gray 2008, September 12; 
Hamilton 2008, September 10; White 2008a, September 11).  

257 The Primary Dealer Lending Facility was a temporary lending program to bailout qualifying financial institutions, in all 19 
institutions (Felkerson 2011: 12; 18-19). The ‘discount window’ is a permanent lending mechanism for members of its cartel 
wherein commercial banks and bank holding companies borrow at ‘wholesale’ interest rates called the federal funds rate 
(Griffin 2008: 477-480; Johnson & Kwak 2010: 146). As noted in chapter two, the Federal Reserve also set up the Term 
Securities Lending Facility in late March, which Bear Stearns was able to borrow from, but only in order to wind-down the 
business (Board of Governors of the Federal Reserve System 2010a,b). In a Washington Post article headlined “Lehman 
retools in bid for recovery” Heather Landy incorrectly claimed that Lehman Brothers had not needed to borrow from the 
‘discount window’ (2008, September 11). In fact, it had borrowed from the Primary Dealer Lending Facility, but interestingly 
nowhere near as much as the firm that would come to acquire parts of its business, Barclays. 

258 References for reports that referred to financial ‘crisis’ by various terms are as follows: Anderson & White 2008, 
September 10; Backed into a bailout 2008, September 9; Craig 2008, September 11; Guerrera, Larsen, Farrell & Sender 
2008, September 10, Hilsenrath, Enrich & Solomon 2008, September 12; Mollencamp & Whitehouse 2008, September 8. 

259 References for news reports about Lehman’s efforts to entice a buyer are as follows: Anderson, Sorkin & White 2008, 
September 12; Craig 2008, September 11; Gray 2008, September 12; Landy 2008, September 11; Quinn 2008, September 
12; Story 2008, September 10; White 2008, September 11. 

260 A Washington Post front-page report headlined “U.S. helps Lehman go up for sale” was one of the few that expressed an 
opinion that the drop in Lehman’s stock value and creditworthiness was driven by perceptions rather than careful analysis of 
financial data. This information however appeared at the end of the story (Cho, Landy & Irwin 2008, September 12: A1). 
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261 References for news reports in which reporters failed to gain a clear understanding on the US financial authorities bailout 
stance are as follows: Anderson, Sorkin & White 2008 September 12; Goldstein & Henry 2008 September 12;  Hilsenrath, 
Enrich & Solomon 2008, September 12; Spence 2008, September 12. The Washington Post came close to stating that the 
US monetary authorities would not bailout Lehman Brothers (Cho, Landy & Irwin 2008, September 12). CNN reported that on 
Friday a source told the network that Paulson was “adamant” there would be no bailout for Lehman Brothers (Ellis 2008, 
September 14). 

262 The 13 bankers or banks that were named by The Wall Street Journal to have attended the “emergency meeting” at the 
New York Fed are as follows: JPMorgan Chase (Jamie Dimon, CEO; Steve Black investment bank co-head); Goldman 
Sachs (Lloyd Blankfein, CEO; Gary Cohn, Co-president); Morgan Stanley (John Mack, CEO; Colm Kelleher, CFO); Merrill 
Lynch (John Thain, CEO); Citigroup (Vikram Pandit, CEO; Gary Crittenden, CFO); Credit Suisse (Brady Dougan, CEO); UBS 
AG (Thomas Daula, Chief Risk Officer); the Royal Bank of Scotland and the Bank of New York Mellon (Mollenkamp et al. 
2008, September 13; Prins 2009: 21; Sorkin 2009: 301-305; Tett 2010: 273). 

263 An exemplary example of observing a ‘respectful distance’ occurred in a September 13 Wall Street Journal online article 
headlined, “Lehman deal could come soon as high-level talks continue” (Mollenkamp et al. 2008, September 13). The use of 
the phrase “high-level talks” in the headline, together with the description that the meeting was an “emergency” one, created 
a distance between the newspapers’ audience and the bankers, and thus, the reporters were excused from not observing the 
meeting. 

264 Some insiders did get to make trades on Sunday afternoon as the International Swaps and Derivatives Association held a 
special “netting trading session” between 2 and 6p.m. The idea was to allow counterparties to Lehman’s derivatives to get 
out of those contracts. While few trades were made and those that did were contingent on Lehmans’ filing for bankruptcy 
before the stroke of midnight, Lehman’s did not file until 1:45 AM (Mollenkamp, Craig, Ng & Lucchetti 2008, September 15, 
WSJ; Sorkin 2009: 373). Lehman Brothers was ranked in 10th place as a counterparty to credit default swaps, with an 
estimated notional value of $3.5 trillion at the time of its collapse (Markose, Giansante & Gatkowski 2009: 5, fn 9). 

265 US Treasury secretary Henry Paulson was also reported to have said, “Everybody is exposed” (Solomon et al. 2008, 
September 15). 

266 As the crisis weekend progressed, the news media accounts generally ran like this: Despite the best efforts of the 
American monetary officials to “restore confidence,” “[a]t every turn” – the crisis had worsened (Sorkin 2008, September 13). 
But because the politicians and the public had balked at the escalating bailouts and the about-face ‘rescue’ decisions thus 
far, the Federal Reserve and the Treasury had little choice but to insist that the major banks cooperate with one another. 
They were obliged to either buy up parts of Lehman Brothers, or guarantee its obligations and manage an orderly unwinding 
of its shakier investments (Dash 2008, September 13; Landy & Irwin 2008, September 13; Mollenkamp et al. 2008, 
September 13). But, one difficulty with this account was the open concern that a bankruptcy of Lehman Brothers would 
cause a major meltdown in the American or global financial system. Some reports claimed that investment banks and 
investors had sufficient “time to prepare” for all likely eventualities (Paletta et al. 2008, September 13; Solomon, et al. 2008, 
September 15), while others reported that those who worked on Wall Street expected “a mess” if Lehman were allowed to 
fail (Hilsenrath Perry & Reddy 2008, September 14; Landy & Irwin 2008, September 13). Ironically, it was only once the 
marathon ‘crisis’ meeting had commenced that the news media began to seriously contemplate the fate of the insurance 
giant AIG, Washington Mutual and Merrill Lynch (Shrivastava & Verghese 2008, September 13; Paletta et al. 2008, 
September 13; Smith, Rappaport, & Pleven 2008, September 13; Sorkin 2008, September 13). 

267 The world’s central bankers appeared to have opted for a ‘let the market decide’ remedial strategy, when they conferred 
in a conference call on Sunday September 14, just as regime theory predicts (Cowhey 1990: 197). However, the financial 
oligarchy had wagered they could successfully coerce governments for systemwide bailouts, amid the panic in ‘the markets.’ 
Consequently, the central bankers opted to prepare some more - if Lehman filed for bankruptcy (Hilsenrath et al. 2008, 
September 14).  

268 These inconsistencies in media treatment are a clear demonstration of ‘paired examples,’ wherein the media’s contrasting 
treatment of like-events from the same period can be comparatively tested to help clarify the motives of the powerful 
interests with which they are aligned (Herman & Chomsky 2008; Klaehn 2002: 307). 

Chapter 5 

269 Discursive power here means those private discussions and communications that remain largely invisible to the public, or 
even to most participants in financial markets, that reshape a regime (Fuchs & Graf 2010: 8). 

270 Eastern Standard Time (EST) corresponds with events in New York and Washington. 

271 The New York Federal Reserve occupies an entire city block, and its vaults are embedded in the bedrock of Manhattan 
Island, below sea level (Sorkin 2009: 301; New York Architecture Images 2005). By being there ‘live’ outside the “fortress-
like” headquarters, the daily newspapers’ reporters performed a standard ritual of crisis journalism, then dutifully provided 
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dramatized accounts of the “frantic around the clock-negotiations” wherein bankers allegedly “huddled” (Sorkin 2008, 
September 15, A1, NYT; White & Anderson 2008, September 15, C1, NYT). 

272 References for news stories that failed to contextualize the ritual displays of power over the Lehman Brothers crisis 
weekend are: Appelbaum & Goldfarb 2008, September 15: A1, WP; Farrell, Guerrera & Guha 2008, September 15: 1, FT; 
Hilsenrath & Reddy 2008, September 15: A18, WSJ; Irwin & Cho 2008, September 15, A1, WP; Jagger 2008, September 15: 
3, T; Karnitschnig, Mollenkamp, & Fitzpatrick 2008, September 15: A1, WSJ; Landy, & Irwin 2008, September 15: A1, WP; 
Mollenkamp, Craig, Ng & Lucchetti 2008, September 15: A1, WSJ; Norris & Bajaj, 2008, September 15: A1, NYT; Solomon, 
Berman & Craig et al. 2008, September 15: A1, WSJ; Sorkin 2008, September 15: A1, NYT; White & Anderson 2008, 
September 15: C1, NYT. 

273 Just as The Washington Post had termed Bear Stearns as a “venerable” Wall Street financial institution on March 15, it 
used the same adjective in an article headlined “Troubled Investment Bank To File for Bankruptcy,” to describe Lehman 
Brothers (Landy & Irwin, 2008, September 15, A1). The article gave a brief obituary-like history of the 158-year old firm. This 
account was in marked contrast with the treatment of Merrill Lynch in “Weekend Merger Struck With Bank of America” 
(Appelbaum & Goldfarb, 2008, September 15, A1). The word “venerable” became like a descriptor for Lehman Brothers, 
Merrill Lynch and AIG throughout coverage in The Washington Post (Anonymous, 2008e, September 16, A20; Pearlstein, 
2008a, September 16, A1), The New York Times (Koppell, 2008, September 17, p27.; White & Grynbaum, 2008, September 
16) and The Wall Street Journal (Dale, 2008, September 23; Langley, Solomon & Karnitschnig 2008, September 18: A1; 
Solomon & Paletta, 2008a September 19, A1). Evidently, Lehman Brothers was on a path toward corporate canonization. 
Amid these journalistic eulogies, the news media failed to investigate the implications of the numerous off-the-record private 
meetings, phone conversations and other communications involving government officials over the Lehman Brothers crisis 
weekend. These not only included the discussions that took place at the privately-owned Federal Reserve Bank of New York, 
but also the numerous phone conversations that Treasury secretary Paulson made from his room in the Waldorf-Astoria 
hotel (Cho & Irwin 2008, September 16, A1, WP; Dash & Sorkin 2008, September 16, A1, NYT). The news media continued 
to submit to this pattern of off-the-record discussions throughout the rest of the coverage examined in this study. 

274 References to news accounts of the Lehman Brothers crisis weekend that used rationalist justifications or relied on 
metaphors in place of clear explanations are as follows: Farrell, Guerrera & Guha 2008, September 15: 1, FT; Irwin & Cho 
2008, September 15: A1, WP; Jagger 2008, September 15: 3, T; Landy & Irwin 2008, September 15: A1, WP; Mollenkamp, 
Craig, Ng & Lucchetti 2008, September 15: A1, WSJ; Norris & Bajaj 2008, September 15: A1, NYT; Solomon, Berman & 
Craig et al. 2008, September 15: A1, WSJ; Sorkin 2008, September 15, A1, NYT; White & Anderson 2008, September 15, 
C1, NYT. 

275 Henry Paulson himself deployed this pyrological metaphor in his book On the Brink to downplay the collusion of the 
American monetary officials (2011: 237).  

276 Whereas, the Financial Times’ US & Canada online article entitled “World’s banks to back $70bn liquidity pool” named 
eleven banks – “Bank of America, Barclays, Citigroup, Credit Suisse, Deutsche Bank, Goldman Sachs, JP Morgan Chase, 
Merrill Lynch, Morgan Stanley, RBS and UBS” (Scholtes & Guha 2008, September 15), rather than the ten that were widely 
reported (Farrell, Guerrera & Guha 2008, September 15: 1, FT; Guha 2008, September 15, FT; Landy & Irwin 2008, 
September 15, A1, WP; Mollenkamp et al. 2008, September 15: A1, WSJ; Sorkin 2008h, September 15, A1, NYT). The 11th 
bank omitted by all the newspapers was the Royal Bank of Scotland (RBS). 

277 The Wall Street Journal, for example, claimed that federal regulators “drew a line in the sand” (Craig et al. 2008, 
September 16: A2). Other important rationalizations were as follows: The Washington Post asserted that Paulson ended a 
“too entangled to fail” doctrine (Mallaby 2008, September 16: A21); The New York Times editorialized “Mr. Paulson 
concluded that the financial system could survive the collapse of Lehman” (Labaton 2008, September 16: A24). Similarly, the 
Financial Times stated “Fed and US Treasury officials” told the CEO of Merrill Lynch, John Thain that on Friday September 
12 “once Lehman failed” that the market would take down his bank next unless he merged with Bank of America (Guerrera et 
al. 2008, September 16: 1); and The Times proclaimed “[t]he free ride was over” to infer that “30 of the world’s most powerful 
[limousine-chauferred] financiers” would be reigned in by government regulators (Jagger 2008, September 16: 4). 

278 Corporations and institutional investors find the anonymity that dark pools provide very attractive because it is a 
mechanism to make large block share trades, supposedly without causing market volatility, and were invented as way to 
facilitate after-hours trading (Buti, Rindi & Werner 2010). 

279 The BIDS trading consortium was created by twelve firms: Goldman Sachs, J.P. Morgan & Chase Co, Morgan Stanley, 
Bank of America, Citigroup, Merrill Lynch, Lehman Brothers, Deutsche Bank, Credit Suisse Group, UBS, Knight Capital 
Group and NYSE Euronext (Dark pools: BIDS trading 2008). Barclays was the new addition, since it was about to buy up 
some of Lehman’s assets. Importantly, some news reports on Tuesday September 16 stated that a special trading session 
that took place on Sunday September 14 to resolve derivatives contracts had not gone well (Mollenkamp et al. 2008a, 
September 15, A1, WSJ). This was despite the fact that the Federal Reserve had urged Wall Street to construct a clearing 
house for the $62 trillion credit default swaps market system three years prior (Hilzenrath & Reddy 2008, September 15: 
A18, WSJ; Bernanke 2008: 3). This evidently left the major banks and their preferred clients in a bind. 
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280 The loss of $700 million endured by this money market fund reflected the Primary Reserve Fund’s exposure to Lehman 
Brothers. What went unreported was that in the 24 hours immediately following Lehman’s collapse, investors attempted to 
redeem $24.6 billion from the Reserve Primary Fund, which had total assets of $62.3 billion (Wessel 2009: 206). 

281 New York Times’ Andrew Sorkin finished his article “Merrill is sold; Failing to find a buyer, Lehman Bros is set to wind 
down,” stating that “outside the public eye” Federal Reserve officials had gained a lot of data about the financial contracts 
held by the market, but “in the end, both Wall Street and the Fed blinked” (2008h, September 15, A19). But, because this 
information was the end of the report, Sorkin was off-the-hook to investigate for the possible collusion it suggested.  

282 For instance, The Wall Street Journal’s September 16 lead story headlined, “AIG, Lehman Shock Hits World Markets,” the 
reporters quite subtly stated “a wave of selling hit” during the last hour of business, which was provoked by “the fate of AIG” 
(Craig et al. 2008, September 16, A1). But this report omitted to state that the three ratings agencies had all downgraded 
AIG’s credit creditworthiness. References for news reports that scapegoated AIG by failing to investigate the root causes of 
the financial ‘crisis’ are as follows: Craig, McCracken, Hilsenrath & Solomon 2008, September 16: A1, WSJ; Kessler & 
Hilzenrath 2008, September 16: A1, WP; Labaton 2008, September 16: A1, NYT; Macintosh, Farrell, Guerrera & Tett 2008, 
September 15: A1, FT; MacKenzie, van Duyn, Guha, & Guerrera 2008, September 16: 1 FT; Mollenkamp et al. 2008a, 
September 15, A1, WSJ; Sorkin 2008, September 15: A1, NYT; Walsh & de la Merced 2008 September 16: C1, NYT. 

283 One of the few articles that did report the spike to ‘insure’ AIG’s debt, headlined “AIG Faces Cash Crisis as Stocks Dive 
61%” in The Wall Street Journal, erroneously claimed this information was “a sliver of optimism” (Karnitschnig, Pleven & Ng 
2008, September 16, A1, A8). 

284 For example, in their Wednesday September 17 report, “U.S. Seizes Control of AIG,” Washington Post reporters David 
Hilzenrath and Glenn Kessler masked the ‘rescue’ of AIG with the justification that the authorities and the private sector had 
been “drawing up contingency plans” to limit the “collateral damage” in the event of a collapse of Lehman Brothers – “since 
the demise of Bear Stearns” (Hilzenrath & Kessler 2008, September 17, A1). This information was reported without asking 
who was involved in the “government and private firms” that drew up the “contingency plans.” Instead, Hilzenrath and 
Kessler’s report emphasized the ‘emergency’ feature of the ‘rescue’ frame by claiming that the government officials had 
“scrambled on a rescue plan” for AIG on Tuesday. References for other news reports that failed to investigate discrepancies 
between ‘letting’ Lehman Brothers fail and ‘rescuing’ AIG were as follows: Andrews, de la Merced & Walsh 2008, September 
17, A1, NYT; Guha, van Duyn, Mackenzie & Guerrera 2008, September 17: 1, FT ;Hosking & Kennedy 2008, September 17: 
1, T; Karnitschnig, Solomon, Pleven Hilsenrath 2008, September 17, A1, WSJ; Langley, Solomon & Karnitschnig 2008, 
September 18: A1, WSJ. 

285 In an opinion piece entitled “Governments cannot promise to wash their hands of a financial breakdown” one of The 
Financial Times’ senior writers, Martin Wolf argued for government intervention in financial markets (Wolf 2008, September 
17: 15). This argument promoted the idea that big Anglo-American financial businesses and government were separate and 
ignored the fact the secret jurisdictions exist because the Anglo-American financial oligarchy controls the state apparatus. 
Such ideological arguments were important since the collapse of Lehman Brothers had exposed major banks in the UK and 
continental Europe to losses (Markose et al 2009: p. 5, fn 10).   

286 Like the former Federal Reserve chairman, Paul A. Volcker, the former secretary of the U.S. Treasury from 1988-1993, 
Nicholas F. Brady is also member of the Council on Foreign Relations. Eugene A. Ludwig is a former Comptroller of the 
Currency, from 1993 to 1998 (Brady et al. 2008, September 17: A27). The Wall Street Journal disclosed their previous 
monetary authority posts, but not Brady and Volcker’s membership with the Council on Foreign Relations or Volcker’s past 
attendance at the Bilderberg Foundation conferences (Membership Roster 2009; Estulin 2009). 

287 The guest columnists used a “get a head of it” phrase to naturalize the financial contagion as though it were a pandemic 
(Brady et al 2008, September 17: A27, WSJ). This treatment echoed Bernanke’s remarks to Jamie Dimon on Tuesday 9 
September 2008, when the Federal Reserve chairman said, “We’re working on a number of initiatives. We’re just trying to 
stay ahead of this thing” (Sorkin 2009: 240). 

288 Brady, Ludwig and Volcker asserted that this solution would create “a risk to the taxpayer” but since it would be 
“administered by professionals” then taxpayers stood potentially to benefit too (2008, September 17, A27, WSJ). 

289 References for these are as follows: Bajaj 2008, September 18: A1, NYT; White & Dash, 2008 September 18: A1, NYT; 
Irwin & Cho 2008, September 18: A1, WP; Lauricella, Rappaport & Lobb, Annelena, 2008, September 18: A1, WSJ. 

290 Furthermore, reporters Patrick Hosking and Siobhan Kennedy used the emotive claims of an unnamed source, described 
as “[o]ne shell-shocked senior banker in London,” who stated “[t]he market is puking all over the place,” that there was “no 
capital left in the world” and this evidently meant the global financial system was “on the brink” (2008, September 18: 1). 

291 The Times reporters created the impression that “the storm pulverising the financial markets” had been the genesis of the 
deal-making (Kennedy & Hosking 2008, September 18: 4). 
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292 Citigroup’s decision to play host was symbolic, since it effectively lent its name as a symbol of the City’s financial power. 
The contrivance of a cocktail party for financial elites, who are clustered in the financial district (owned by the City of London 
Corporation), communicated their dominance among capitalists, since the party’s location in Mayfair was where hedge funds 
were clustered (Wigton 2008, September 19: 6, T). That ‘deal sketching’ impression was part of the perceptual distortion 
necessary for British financial officials, political elites and bankers to justify the application of pragmatism. The ruse relied on 
the spectre of a financial abyss that The Times and the Financial Times were complicit in creating, particularly as they 
reported the Special Liquidity Scheme was expiring in October (Croft 2008, September 17: 1, FT; Croft, Larsen, Burgess, 
Parker 2008, September 18: 1, FT; Parker & Giles 2008, September 20: 3, FT). 

293 References for stories that reported the September 18 meeting with congressional leaders are as follows: Andrews 2008,  
September 20, A1, NYT; Appelbaum & Montgomery 2008, September 19, A1, WP; Hulse & Herszenhorn 2008, September 
20, C5, NYT; Montgomery, Irwin & Cho 2008, September 20, A1, WP; Solomon & Paletta 2008, September 19, A1, WSJ; 
Solomon, Rappaport, Paletta & Hilsenrath 2008, September 20, A1, WSJ; Weisman, Cho & Kane 2008, October 4, A1, WP. 

294 Furthermore, The Washington Post made little of the coercion inherent to Bernanke and Paulson’s presentation. Instead, 
its journalists sought to justify them. At the end of “A Joint Decision to Act…” the reporters stated that those who participated 
in the ‘Present the Bill’ ritual meeting “agreed” that since there were television and newspaper reporters waiting just beyond a 
podium, they would stand in solidarity to meet the press (Montgomery, Irwin & Cho 2008, September 20, A1, WP). 

295 References for news reports that either reported on the ‘contingency plans’ or that the monetary authorities were hesitant 
to go to Congress are as follows: Be It Resolved 2008, September 19, WSJ; Guha et al. 2008, September 19: 1, FT; 
Montgomery, Irwin & Cho 2008, September 20, A1, WP; Solomon & Paletta 2008, September 19, A1, WSJ; Solomon, 
Rappaport, Paletta & Hilsenrath 2008, September 20, A1, WSJ. 

296 Furthermore, there is also evidence of behind the scenes planning by the Financial Services Roundtable, a powerful lobby 
group for US finance; it had already written draft legislation (Williamson 2008, September, 19, WSJ). This information implies 
that drafting of the law began well before the Lehman Brothers crisis weekend by both industry lobbyists and government 
officials. Significantly, members of The Financial Services Roundtable included: BlackRock Inc., J.P. Morgan Chase, 
Citigroup, Bank of America, Barclay Capital, Bank of New York Mellon, and UBS (The Financial Services Roundtable n.d). 
Key players from these institutions were involved either in the Lehman Brothers’ collapse, the bailout-takeover of Merrill 
Lynch and AIG, or all three of these events (Johnson & Kwak 2010; Sorkin 2009). As such, this evidence of planning 
contradicts the ‘rescue’ frames’ central theme that the escalation of the financial crisis was an unanticipated emergency and 
that the US monetary officials had only put forward ‘ad hoc’ responses. 

297 References for news reports that reported on the monetary officials’ “Present the Bill’ ritual are as follows: Andrews 2008,  
September 20: A1, NYT; Appelbaum & Montgomery 2008, September 19: A1, WP; Hulse & Herszenhorn 2008, September 
20: C5, NYT; Montgomery, Irwin & Cho 2008, September 20: A1, WP; Solomon & Paletta 2008, September 19: A1, WSJ; 
Solomon, Rappaport, Paletta & Hilsenrath 2008, September 20: A1, WSJ; Weisman, Cho & Kane 2008, October 4: A1, WP. 

298 References for these news articles in order of appearance are as follows: Solomon & Paletta 2008, September 19: A1, 
WSJ; Solomon, Rappaport, Paletta & Hilsenrath 2008, September 20: A1, WSJ; Wessel 2008, September 20, A1, WSJ; 
Andrews 2008a, September 19: A1, NYT; Appelbaum & Montgomery 2008, September 19: A1; Guha, Mackenzie & Atkins 
2008, September 19: 1, FT. 

299 The Saturday September 20 edition of The Times featured a large photo of a stock market trading floor on its the front-
page that captured a moment of “[r]elief and jubilation” as traders cheered with their arms raised from the previous day. The 
lead article headlined “To hell and back,” reported that a surge in stock prices in London had followed news that the US 
financial authorities were planning bailout legislation (Hosking 2008, September 20: 1). 

300 This image was a similar moment to the one that appeared on the front-page page of The New York Times on Tuesday 
September 16. The use of FTSE 100 index was self-referential since the stock-trading index of 100 top companies was 
owned by The Financial Times Group. 

301 This New York Times report neglected to mention that BlackRock Inc., was already managing the assets of Bear Stearns, 
Freddie Mac and Fannie Mae and was in line for asset management of AIG Financial (Andrews 2010, VF; Burrough, 2008, 
VF; GAO 2011: 153, 177, 184). 

302 An editorial entitled “What the Candidates Can Do,” published in The Washington Post the morning after ‘Present the Bill’ 
ritual, conveyed a similar solution framing to that conveyed in The Wall Street Journal article headlined “In turmoil, capitalism 
in U.S. sets new course,” of September 20 (Hubbard 2008, September 19: A19, WP; Wessel 2008, September 20: A1, 
WSJ). Guest columnist R. Glenn Hubbard, who was the dean of Columbia University’s Business School, used a maritime 
metaphor in his piece “What the Candidates Can Do,” to explain that the way to right “Wall Street’s ship” was with a 
“structural fix.” By this solution, he meant recapitalizing financial firms with “taxpayer funds.” Echoing Texas Christian 
University economic historian Stephen Quinn in The Wall Street Journal piece entitled “Resurrect the Resolution Trust” 
(Brady et al. 2008, September 17: A27), Hubbard, called for “smarter regulation” and advocated further capital gains and 



336 

                                                                                                                                                                             
corporate tax cuts. By inference, the funding of the bailouts would come mostly from the middle class and the working poor - 
a measure he described as a “potent tonic” (Hubbard 2008, September 19, A19). Significantly, at the beginning of the Bush 
administration, Robert Glenn Hubbard wrote legislation that cut taxes for America’s richest citizens, but The Washington Post 
did not disclose this (Ferguson 2011). The Washington Post also failed to disclose that Hubbard was a life-member of the 
Council on Foreign Relations; that he was also an economic advisor to the Federal Reserve Bank of New York from 1993 to 
2001 and that from 2007 to the present and he had professional ties to several financial firms (Ferguson 2011; Robert Glenn 
Hubbard n.d.: 2; Membership Roster 2009). 

303 In The Guardian Weekly’s lead story headlined “US bank collapse sends shock waves” for September 19, the reporters 
claimed the Bank of England had “pumped £10bn” into the UK financial sector in order to support the banks, and attributed 
the increased borrowing costs to a “desire of institutions to hoard their money rather than lend it” (“US bank collapse” 2008: 
1). This reporting inferred that UK banks, operating as they were in a top-tier oligopoly market, had simply adopted an 
innocent defensive foetal-like posture rather than contextualizing it as evidence of collusive oligarchic wealth defence. The 
article also stated that the Bank of Japan had “put $26 bn” into Japan’s financial system because it expected market turmoil 
following Lehman’s bankruptcy and the takeover of Merrill Lynch (p.2). This detail ought to have provoked questions about 
what the motives of the US monetary authorities were, since it was obvious not only to the Bank of Japan, but to everyone 
that the bankruptcy of Lehman Brothers could only have triggered a panic (Ferguson 2011; Johnson & Kwak 2010). 
Ironically, The Guardian reporters use of remarks by the chief economist from Standard Chartered banking group, Gerard 
Lyons, served as a time capsule for a week in which the ‘crisis’ narrative changed so much. Lyons asserted that, “[t]he most 
significant event is the fact the US authorities signalled that they are not going to step in and protect firms that do not pose a 
systemic risk” (p.2). Whereas Lyons stated in The Times on Saturday September 20 (after the bailout proposal of the US 
financial system was announced), that a global financial “meltdown” and a worldwide economic downturn was a certainty if 
“[a] do nothing scenario” had persisted (Hosking 2008, September 20: 8). The Guardian reporters did not look behind Lyons’ 
opinion, since it inferred a ‘Scapegoat’ ritual from which those that ‘qualified’ as “a systemic risk” would be the early receivers 
of systemwide bailouts. In particular, the reporters failed to investigate the decision to make Lehman Brothers fail, and did 
not address the UK authorities communications with US authorities over the Lehman ‘crisis’ weekend. The article also 
omitted mention of the power relations within London’s banking cartel, including its internal rivalries and collusive practices. 

304 Fortune, The Economist, Time and BusinessWeek achieved this by failing to investigate the Federal Reserve’s advancing 
of $70 billion in federal credit on Sunday September 14 and Monday September 15, while at the same time the consortium of 
banks claimed they were funding their own $70 billion liquidity pool. Furthermore, The Economist, Time and BusinessWeek 
justified the saving of AIG from bankruptcy on Tuesday afternoon. In doing so, they failed to investigate the pattern of the 
three rating agencies – Standard and Poor’s, Moody’s and Fitch – downgrading AIG on Monday afternoon. 

305 The Economist, Time and BusinessWeek also failed to investigate patterns occurring in the City with regard to the take-
down of Halifax Bank of Scotland and the credit downgrade by two major ratings agencies on Tuesday September 16. These 
three magazines reported that such booms and busts were not new. Indeed, true to their affectation as ‘neutral bystanders,’ 
they blithely informed readers there were patterns. BusinessWeek and The Economist sought to influence its elite readers to 
practise wealth defence by warning them of the urges to reign in finance while Time sought to pacify its mass audience by 
informing them of the inevitably of booms, busts and bailouts, without explicitly revealing the calculation behind the pattern 
(Barrett 2008: 28-32; “Saving Wall Street: The last resort” 2008: 82; Serwer & Sloan 2008: 32-37; What Next? 2008b: 13-14). 

306 Time magazine’s online version of this article entitled “How financial madness overtook Wall Street” was published on 
September 18 2008 (Sloan 2008). 

307 Indeed, the writers stated in a summary of “government” bailouts thus far, “Although Hank Paulson makes a high-noon 
play over Lehman, telling the Street that Uncle Sam is not its rich uncle, he caves in the face of the looming catastrophe that 
is AIG” (Serwer & Sloan 2008: 35). At the time this article went to press, AIG had just been ‘rescued,’ but the system-wide 
bailout had not been announced. The images that form a backdrop behind Paulson as Uncle Sam included a digital ‘ticker 
tape’ graphic display of AIG and Merrill Lynch’s stock market prices, and various buildings including the Dow Jones, Lehman 
Brothers and the turreted New York Federal Reserve, above which loomed a foreclosed house. By casting Paulson as Uncle 
Sam, the effect of this image (taken at a White House press conference on Monday September 15) was a propagandist one 
as it subtly referenced the World War I US Army recruitment posters and ads that were provocatively intended to get 
American men to enlist (Capozzola 2008: 5; Engdahl 2009: 73). 

308 As a narrative device, this clumsy aside resembled a moment that could have been from an episode of Scooby Doo. In 
The New Scooby Doo Mysteries, Scooby Doo and his friends would find themselves in a variation of the same formulaic plot 
each week. Early on in the plot, they would learn of a ‘mystery’ involving a scary supernatural creature such as a zombie, a 
ghost or a monster that always turned out to be a crook that had created a costume to mask a criminal plan. Time’s guest 
writers stated that Wall Street periodically “suffers a blow,” but the pattern of greed overtaking its apparent counter-emotion – 
fear – was typically “quickly forgotten” (Serwer & Sloan 2008: 34). Breathlessly, the editors ‘forgot’ to mention that they were 
complicit in this ‘forgetting’; a phenomenon that essentially mimicked ‘Zombie Apocalypse’ plot formulas. In Zombie 
Apocalypse movies and novels, the circumstances out of which the zombies are produced usually remain a mystery since 
their back-stories are “purposely vague and inconsistent,” or are depicted as a novel event (Munz, Hudea & Imad et al. 
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2009:134). As such, Times’ ‘The Price of Greed’ lacked a ‘back-story’ necessary for its mass audience to place the key 
players in context of the ‘crisis,’ just as Munz, Hudea, Imad and Smith described this pattern as evident in Zombie 
Apocalypse stories (in their mathematical modelling of zombie infection, “When Zombies Attack!”) (2009: 134). Instead, 
Serwer and Sloan vaguely attributed some of the responsibility to “hedge funds operators, leveraged-buyout boys … and 
whiz-kid quants” – the last of these dudes were said to be the financial engineers who created the new financial products, 
which they likened to a “financial Frankenstein” (Serwer & Sloan 2008: 2008: 32). Also deemed responsible was a twin 
‘belief’ that house prices would not decline and that selling derivatives on a global scale was spreading the risk so thin, it was 
decreed to be negligible. 

309 Indeed, the layout of photos, market data graphics and sub-headings, which resembled a school-textbook, was designed 
to convey the idea that Time’s “average folk” readers would be bestowed with expert powers (Serwer & Sloan 2008: 32-37). 
The other framing devices were images of market data, close-up shots of presidential candidates John McCain and Barack 
Obama appearing to stare down one another across the pages, and the corporate branding of AIG and Lehman Brothers on 
their buildings. This school text-book layout also included photos of a few prominent faces supported by ‘grades’ and 
comments on their role in the crisis. Their names were accompanied by reality TV-like media labels such as Bank of 
America’s CEO Ken Lewis as “The Strategic Shopper” who scored a “B”; former Federal Reserve chairman Alan Greenspan, 
“Mr. Laissez-Faire” who earned a “C”; and Lehman Brothers’ CEO “Dick Fuld” gained the title “The Biggest Loser,” and 
unsurprisingly got an “F” (Serwer & Sloan 2008: 36-37). 

310 On the American continent, the English colonizers got around the law of terra nullus by invoking another doctrine vacuum 
domicilium, claiming that because the “savages” ranged rather than inhabited the “unmanned” wild country and as ‘god’ 
intended the land to be cultivated and farmed with livestock, land grabs were justified (Wilson 1999: 93-94).  

311 Given that the architecture of the Wall Street-Washington City Tax-secrecy Haven Complex follows the idea of 
asymmetric wealth accumulation and tax burden practiced by the oligarchs of the Roman Empire, the pattern of the number 
thirteen associated with financial events, such as 13 bankers, is intriguing. Curiously, in Romans 13 of the New International 
Version of the Holy Bible, it preaches the apparent importance of respecting rulers. Evidently, among their number there 
were some worth respecting. Apparently, now the authorities are doing God’s work, too. Under the subheading, “Submission 
to the Authorities,” Romans 13 states, “Everyone must submit himself to the authorities” and claims that they “have been 
established by God” and therefore anyone “who rebels … is rebelling against God” (Zondervan 2002: 1766). Evidently, the 
Treasury departments and civil servants of the world are also doing God’s work, because Bible believers are told that paying 
taxes are necessary to pay for “God’s servants” (p.1767). The number thirteen in financial events may also correlate to the 
13 arrows held in the talons of the American eagle (and the 13 stars above the eagle’s head) that appears on much federal 
heraldry, such as on the Seal of the President of the United States and the Great Seal of the United States (U.S. Department 
of States Bureau of Public Affairs 2003; The Institute of Heraldry n.d.). Thirteen stars also appears on the Seal of United 
States Department of the Treasury (U.S. Department of the Treasury 2010). In others words, the number 13 appears to have 
a unifying symbolism among elites and oligarchs to maintain their authority.  

312 Fortune used a criminal metaphor in its September 29 issue, to make it seem like Lehman’s was simply led awry by a law-
breaking faction (Sloan & Boyd 2008: 65). This treatment deflected responsibility from the Wall Street-Washington Complex 
from which the scapegoated Lehman Brothers had just been ejected. A primal-survival metaphor in BusinessWeek was used 
with an illustration of a hunting expedition to suggest that the survival of Wall Street (now cast as a buffalo bull) was 
threatened (Barrett 2008: 28-32). This depiction naturalized the financial ‘crisis’ with a primal metaphor that linked an article 
entitled “Wall Street Staggers” with an accompanying painting that depicted a spear-wounded buffalo bull staggering (Barrett 
2008: 28-29). 

313 The Economist does not publish the names of its writers or editors. This is an exemplary example of ‘buying out’ because 
the media personnel themselves ‘disappear’ into anonymity. While a list of its staff appear on the media directory page of 
The Economist’s website, this does not tell the readers – if they know this directory exists – who wrote what (The Economist 
2012). Presumably, The Economist’s London editor-in-chief John Micklethwait wrote this editorial. 

314 The deployment of austerity measures is calculated. As journalist Greg Palast has reported, the IMF has a four-step 
programme of implementation, that includes an unofficial “step three-and-a-half.” This step is referred to by insiders as the 
“IMF riot[s],” which ensue after “Step Three: market-based pricing,” or price hikes on essential goods and services, has been 
implemented. After a period of “social unrest” or coercion, “Step Four” is implemented, ‘free trade’ or open markets for 
transational corporations (Palast 2001a, b). 

315 Where The Washington Post, The New York Times and the Financial Times at least acknowledged one or both of the 
conference calls, Wall Street Journal reporters Aaron Lucchetti and Jenny Strasburg avoided mentioning these events 
directly (Lucchetti & Strasburg 2008, September 17: C3). Instead, they employed the phrasing strategies, “Goldman Sachs 
… was asked Tuesday” and in reference to Morgan Stanley’s chief financial officer, “Mr. Kelleher told analysts.” 

316 Robert Steel and John Mack’s common connection to Duke University was inserted to make their crossed-paths look like 
a public service to education rather than elite networking for the purpose to influence the university’s courses to suit 
oligarchic interests. The article also omitted to say that Robert Steel became undersecretary at the US Treasury in October 
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2006 before leaving to manage Wachovia in July 2008 and that he had in common with Henry Paulson a three-decade long 
career at Goldman Sachs (Executive Profile: Robert K. Steel n.d.; Massey 2010, June 22). An accompanying photo of 
Paulson in conversation on his cell phone tacitly communicated that, meanwhile, the Treasury secretary was working his 
entwined connections with Wall Street. 

317 Only two articles, one apiece in the Financial Times and The Wall Street Journal, mentioned the amounts of money 
involved in the spiked costs of credit default swaps for Morgan Stanley’s debt (Baer et al. 2008, September 18: 21, FT; Ng 
2008, September 19: C3, WSJ). The Financial Times report stated that the cost of credit default swaps had spiked with an 
up-front fee of $1.5 million to insure $10 million worth of Morgan Stanley’s debt for five years (and an additional $500,000 
annual payment), while The Wall Street Journal reported that ‘investors’ were paying $900,000 per annum for the same 
credit default insurance to cover $10 million worth of Morgan Stanley’s debt. The newspapers omitted the cost of credit 
default swaps for Goldman Sachs’ debt. 

318 Crucially, The Wall Street Journal story “Worst crisis since ’30’s…” noted that ‘investors’ were said to be concerned about 
the market dominance of the biggest financial firms trading in credit default swaps because if one of those major institutions 
failed, a contagion of losses would ensue (Hilsenrath et al. 2008, September 18: A1). But, because reporter Serena Ng was 
actively keeping the identities of her sources hidden, this excercise of the ‘buying-out’ news filter meant she was off-the-hook 
to examine the intent of their strategies. Furthermore, all the newspapers failed to analyze the role of CDS data providers, 
such as Markit and CMA Data Vision (Baer et al. 2008, September 18: 21, FT; Landy 2008, September 17: D1, WP; Landy 
2008, September 18: D1, WP; Lauricella, Rappaport & Lobb 2008, September 18: A1, WSJ; Lucchetti & Strasburg 2008, 
September 17: C3, WSJ; Story 2008, September 17: C1, NYT, White & Dash 2008, September 18: A1, NYT). In the 
Financial Times’ US edition, an article entitled “Morgan Stanley and Goldman head new list of concerns” the reporter stated 
that “bullish observers argued” that credit default swaps had caused share prices to drop. Despite not fully explaining what 
was occurring, the journalist paraphrased an equities manager at Payden & Rygel, Chris Orndorff who stated that there were 
few buyers and sellers of the contracts, and that their effect could be amplified (Gray 2008, September 18). 

319 Even though this article headlined “Worst crisis since ’30’s, with no end yet in sight” stated that one of AIG’s subsidiaries, 
AIG Financial Products, had generated $446 billion worth of CDSs, the reporters failed to investigate why exactly the 
investors/speculators who comprised “jittery global markets” were worried (Hilsenrath et al. 2008, September 18, A1-A2, 
WSJ). On September 18, The Washington Post article “Could the end be near for the big Wall Street brokerage?” did explain 
that “derivatives” were a measure of the probability that a firm would default on its debt, but the report did not investigate the 
use of credit default swaps as aggressive bets (Landy 2008, September 18). 

320 References for news articles that failed to investigate the rivalries underpinning Morgan Stanley and Goldman Sachs’ 
financial data were as follows: Baer et al. 2008, September 18: 1, FT; Gray 2008, September 18, FT; Landy 2008, 
September 18: D1, WP; Lauricella, Rappaport & Lobb 2008, September 18: A1, WSJ; Lucchetti & Strasburg 2008, 
September 17: C3, WSJ ; Ng 2008, September 19: C3, WSJ; White & Dash 2008, September 18: A1, NYT. 

321 References for articles that used metaphors which naturalized the financial turmoil are as follows: Baer, Farrell, Sender, 
Bullock & MacIntosh 2008, September 18: 21, FT; Lauricella, Rappaport & Lobb 2008, September 18: A1, WSJ; White & 
Dash 2008, September 18: A1, NYT. 

322 To buttress my argument that the financial ‘crisis’ was constructed in a certain way, establishment experts were sourced 
for event cluster two also. Unsurprisingly, they all failed to mention the collusion inherent to the ‘too big to fail’ public policy. 
This failure could not have occurred without the complicity of the heads of the major news outlets, who “set the tone,” as 
Starkman put it (2009a: 25). An exemplary example appeared in The Washington Post wherein reporters Jill Drew, Cecilia 
Kang and Nancy Trejosin editorialized that government officials failed to appreciate “the gathering storm” and were thus 
“hobbled by balkanized oversight and gaps in disclosure rules” (2008, September 21: A12) To back up this ideological claim 
in their article, headlined “Cultural and structural shifts rise out of risk-taking Titans’ hard fall,” the Washington Post reporters 
interviewed Mark Gertler, an economics professor from New York University who had co-written two papers with Ben 
Bernanke in the mid-1990s (Drew, Kang & Trejosin 2008, September 21: A1, A12). Gertler claimed that regulators could not 
scrutinize investment banks to the same degree that they could with commercial banks. Gertler, who had worked as a 
consultant to the New York Federal Reserve between 1994 and 1997, and was a research associate at a policy research 
think-tank, the National Bureau of Economic Research since 1990, would have known that standard constructions of the 
“transparency” issue belied the complicity of regulators (Curriculum Vitae, Mark Gertler n.d.; Johnson & Kwak 2010). Gertler 
himself symbolized the fusion between academia, think-tanks, the Federal Reserve System and the financial oligarchy and 
the special ‘trust’ that binds them. 

The Washington Post’s editors ‘set the tone’ by carefully positioning the role of financial elites, whose names could be used 
to lend the events symbolic meaning. In place of descriptions that could have revealed the political-economic entwinements 
between Wall Street and Washington, The Washington Post quoted elite experts such as Roger Leeds from John Hopkins 
University, who was director at the Center for International Business and Public Policy and Ray Hill, a finance professor from 
Emory University (Drew, Kang & Trejosin 2008, September 21: A1, A12). Leeds’ opinion led the article when he stated that, 
“The competitive landscape of finance is changing before our eyes and the losers are the investment banks” (A1). Ironically, 
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given his directorship, he failed to account for the Wall St-Washington Complex’s collusion inherent to their globally-spread 
‘too big to fail’ public policy (Ferguson 2011; Johnson & Kwak 2010; Litan 1999: 70). Ray Hill reflected the naïve outlook that 
the investment banks lacked “a good appreciation of the risks they were taking,” which in effect meant that they had been 
working hard at the ‘mill.’ 

323 References for news reports that claimed that as new bank holding companies, Goldman Sachs and Morgan Stanley 
would be better regulated are as follows: Enrich & Paletta 2008, September 23: A6, WSJ; Hilsenrath, Paletta & Lucchetti 
2008, September 22: A1, WSJ; Irwin & Appelbaum 2008, September 22: A1, WP; Reddy 2008, September 23: A8, WSJ; 
Sorkin, 2008i, September 21, NYT; Sorkin & Bajaj 2008, September 22: A1, NYT; White & Story 2008, September 23: C1. 
NYT. 

324 The American and British newspapers failed to investigate the power relations between key players, especially given that 
The Wall Street Journal had reported that one of the Federal Reserve’s governors, Kevin Warsh had been an executive at 
Morgan Stanley and was involved in transitioning both investment banks into bank holding companies (Hilsenrath, Paletta & 
Lucchetti 2008, September 22: A1, A6, WSJ; Sorkin 2009: 414). Since it was also widely known that Henry Paulson was a 
former Goldman Sachs CEO, the major media outlets lack of interest into investigating collusion is telling. Indeed, it turned 
out that the American monetary officials had attempted to merge Wachovia with Goldman Sachs over the weekend of 
September 20 and 21, but withdrew after Warren Buffett pointed out that a deal between the firms was not feasible from a 
public legitimacy perspective. According to Andrew Sorkin’s book Too Big to Fail, Buffett alluded to the fact that Wachovia’s 
CEO had been Paulson’s deputy secretary of the Treasury and a former vice chairman of Goldman Sachs (Sorkin 2009: 
467-478). More pointedly, Buffett owned the most shares in Wells Fargo (which subsequently took over Wachovia) and had 
“emerged as the go-to-financier” during the financial turmoil, according to The New York Times (Chossudovsky 2010a: 6; 
Dash & White 2008, October 3, NYT; Subramanian & Sharma 2010b: 7).  

325 References for dramatic accounts of the investment banks becoming bank holding companies are as follows: The End of 
Wall Street 2008, September 23: A28, WSJ; Enrich & Paletta 2008, September 23: A6, WSJ; Hilsenrath, Paletta & Lucchetti 
2008, September 22: A1, WSJ; Irwin & Appelbaum 2008, September 22: A1, WP; Sorkin & Bajaj 2008, September 22: A1, 
NYT. 

326 These reports also implied that the regulatory authorities had governance interests that were independent of Wall Street, 
even though federal monetary authorities are influenced by the financial oligarchy and many rely on Wall Street for fees 
(Ferguson 2011; Johnson & Kwak 2010). As such, the widespread industry practice of ‘regulatory arbitrage’ or ‘jurisdiction 
shopping,’ in which financial institutions threatened and bargained with regulators for favourable rules, was omitted. 
Furthermore, claims that the banks would be better supervised obscured the fact that the Federal Reserve knew that 
Goldman Sachs and Morgan Stanley had entities within their organizational hierarchies that were registered in financial 
secrecy havens (National Information Centre 2008a,b). Goldman Sachs Group Inc had a vast corporate hierarchy comprising 
of 7354 entities, while Morgan Stanley’s was 5627 entities, as at 30 September 2008 (National Information Center 2008a,b). 
Goldman Sachs Group had numerous subsidiaries in tax havens such as: London, the British Virgin Islands, the Cayman 
Islands, Delaware, Mauritius, Hong Kong, Ireland, Amsterdam, Luxembourg, Switzerland, Guernsey and the Malaysian city 
of Labuan (National Information Center 2008a; Murphy 2008: 25, 29; Palan et al. 2010: 41-44). Morgan Stanley’s presence 
in numerous tax havens included: the Cayman Islands, Barbados, Ireland, London, Singapore, Hong Kong, Labuan, 
Mauritius, Jersey, Luxembourg, Amsterdam, Switzerland (National Information Center 2008b). This data comes from reports 
archived at the Federal Reserve System’s National Information Center, which is a database provided by the Federal 
Financial Institutions Examination Council (FFIEC); a body that reports to numerous US financial regulators (Federal 
Financial Institutions Examination Council 2008a). Therefore, this data shows official endorsement of the worldwide tax 
haven network from American financial authorities. 

327 For example, in a Financial Times report headlined “Fed acts to protect Goldman, M Stanley,” reporter Krishna Guha 
deployed a biblical metaphor when he described the Federal Reserve’s actions as like a “shepherd” (2008, September 23: 
23). In effect, this article played on the mythological ‘Saviour’ metaphor attributed to the legendary ‘Christ’ figure. In Christian 
mythology, the ‘shepherd mythological metaphor’ is used to liken ‘God’ and ‘Christ,’ as a unified entity, to a shepherd 
guarding over the ‘Christian flock’ and is encapsulated by the mantra, “The Lord is my shepherd” (Holy Bible Illustrated n.d.: 
539; Martin 2006: 105). The deployment of this metaphor is fascinating given the pervasive belief that credit is the money of 
savers ‘loaned’ out to ‘borrowers.’ This conventional wisdom, which persists among ‘borrowers’ captured by the reach of 
capitalism, is comparable to the indoctrination required to believe in ‘extra-terrestrial envoys,’ as Nitzan and Bichler refer to 
‘Messiah’ figures (2009: 35). Like the scapegoat ritual of the alleged crucifixion (Novak 2005: 200-207: Schackner 2008: 9), 
the stigmatization of the ‘big five’ investment banks and the casting out of Lehman Brothers, led to the week-long 
‘Redemption’ rituals. These “Redemption’ rituals were followed by the ‘Resurrection’ ritual of the two biggest – and most 
revered – investment banks (as bank holding companies). They encapsulated the hope of ‘Salvation’ for investors.  

328 The news coverage also omitted to point out that the “independent brokerage firms” were not exactly independent. The 
story conveyed the idea that by becoming bank holding companies, Morgan Stanley and Goldman Sachs would be able to 
acquire commercial banking businesses. Goldman Sachs and Morgan Stanley already had entities within their corporate 
hierarchies that were commercial banks, as The New York Times reported (White & Story 2008, September 23: C1). The 
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Federal Deposit Insurance Corporation’s “Top 50 Commercial Banks and Savings Institutions” as at June 30th 2008 showed 
that Goldman Sachs Bank USA, and Morgan Stanley Bank were both registered in Salt Lake City Utah, with deposits of 
$22.896 billion and $29.771 billion, respectively (Federal Deposit Insurance Corporation 2008a.b). This meant that Morgan 
Stanley Bank and Goldman Sachs Bank USA were in the bank charter class category of Federal Reserve Non-member and 
their primary regulator was the Federal Deposit Insurance Corporation. By comparison, the domestic deposit size of Bank of 
America was $701.485 billion, Wachovia Bank was $422 billion and JPMorgan Chase & Co. was $497.215 billion (Federal 
Deposit Insurance Corporation 2008e). 

329 Downplayed also in the news coverage was the consolidation of power taking place, not only for the two banks, but also 
for the Federal Reserve System. Goldman Sachs and Morgan Stanley’s decision to become bank holding companies was a 
shrewd one in anticipation of system-wide bailouts. Bank holding company status not only meant they could now dump their 
junk and ‘hard-to-trade’ securities for Treasury securities, they could use the new lines of cheap credit to orchestrate hostile 
takeovers of retail banks weakened by a crisis that the two investment banks played no small part in creating. Meanwhile, 
the Federal Reserve stood to consolidate its power because the system-wide bailouts would create strong incentives for 
more financial firms to buy banking operations in order to qualify as bank holding companies (Johnson & Kwak 2010; Prins 
2009). Therefore, Goldman Sachs and Morgan Stanley’s simultaneous move to become bank holding companies signalled 
to savvy market players that game theoretic collusion was essential to the survival of even to the most prestigious cartel 
members. 

330 Morgan Stanley, Goldman Sachs and Merrill Lynch borrowed billions in short-term credit from the Federal Reserve prior 
to the passing of the bailout bill on October 3, 2008 (along with other major banks), as mentioned in chapter two. Ironically, at 
the time of Merrill Lynch’s merger with Bank of America, this amalgamation was touted as an example of a private market 
solution to the ‘crisis’ by Henry Paulson (among others) (Appelbaum & Goldfarb 2008, September 15: A1, WP; Hilsenrath & 
Reddy 2008, September 15: A18, WSJ; Mollenkamp, Craig, Ng & Lucchetti 2008, September 15: A1, WSJ; Norris & Bajaj 
2008, September 15: A1, WP; Sorkin 2009; Tett 2010). None of the news outlets bothered to investigate how successful 
Merrill Lynch’s merger with Bank of America actually was. They could have followed the paper trail starting with the press 
release of Sunday September 21 available on the Federal Reserve’s Board of Governors’ website (Board of Governors of 
the Federal Reserve System 2008, September 21). In effect, the development that Merrill Lynch had also been granted wider 
access to federal credit meant that the banking conglomerate was just as desperate to stay solvent as Morgan Stanley and 
Goldman Sachs. Furthermore, the information in the press release meant that the Federal Reserve had been duplicitous 
because of its part in the collusive arrangement to let Bank of America merge with Merrill Lynch, while Lehman Brothers was 
allowed to collapse. In doing so, the Federal Reserve and the US Treasury let the public think that Bank of America had 
taken care of Merrill Lynch through the merger deal.  

331 In his book Too Big to Fail, Andrew Sorkin revealed that Paulson’s point-man David Nason, Treasury’s assistant secretary 
of financial institutions, discussed Lehman’s situation in the early northern summer of 2008 with the associate director of the 
Securities and Exchange Commission (SEC), Michael A. Macchiaroli (Sorkin 2009: 217-218). In this meeting, Macchiaroli 
made it clear that because half of Lehman Brothers derivatives contracts were on its London trading unit’s books, and its 
counterparties were therefore beyond US jurisdiction. The SEC’s associate director claimed the SEC could not prevent the 
parent company from going bankrupt. Macchiaroli suggested that a netting trading session could be used to settle Lehman’s 
derivatives contracts. According to Sorkin, Nason replied, “That would be a mess” (p.218). 

332 References to news articles that reported on the new investments in Goldman Sachs and/or Morgan Stanley are as 
follows: Craig, Karnitschnig & Lucchetti 2008, September 24: A1, WSJ; Currie & Beales 2008, September 25: A2; Farrell & 
Guerrera 2008, September 24: 18, FT; Hosking & Lewis 2008, September 25: 43, T; Landy & Heath 2008, September 25: 
D1, WP; Larsen & Guerrera 2008, September 27: 15, FT; Pulliam, Kelly & Karnitshnig 2008, September 25: A1, WSJ; White, 
2008, September 24: A1, NYT. The New York Times and The Wall Street Journal returned The Washington Post’s wry 
deployment of expert opinion from people whose names were used to lend the events symbolic meaning (Drew et al. 2008, 
September 21: A1, A12, WP). The New York Times deployed a pithy interview from an analyst called Brad Hintz, who 
evidently took Buffet’s investment as a hint to the market that he was “confident” (White 2008, September 24: A1, NYT). A 
Wall Street Journal article quoted a finance professor from Georgetown University – James Angel. The reporter played on 
Christian mythology when he stated Angel interpreted Buffet’s investment as “a sign of confidence” (Craig, Karnitschnig & 
Lucchetti 2008, September 24: A1, WSJ. Emphasis added). 

333 The Washington Post and The New York Times noted that Buffett had stated on CNBC that his investment in Goldman 
Sachs was made on the belief that the bailout bill would be passed by Congress under urgency (Landy & Heath 2008, 
September 25: D1, WP; White 2008, September 24: A25, NYT). Indeed, Buffett asserted that the financial ‘crisis’ was an 
“economic Pearl Harbor” which on the surface conjured the popular cultural memory that America had been the victim of an 
unprovoked, surprise attack by the Japanese military. The American newspapers made no attempt to critically analyze the 
intentions of Buffett and CNBC. Their coverage took a benign view that Buffett was merely showing his confidence that 
Goldman Sachs (and by inference the American financial authorities and Wall Street) could act together to resolve the 
‘crisis.’ Trust among investors had collapsed once they were faced with the prospect that their financial claims could or had 
turned from gains to losses. Thus, Buffett was tacitly communicating that collective action had been agreed upon, particularly 
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since Berkshire Hathaway was a member of the powerful lobby group, the Financial Services Roundtable (Ferguson 2011; 
Financial Services Roundtable n.d.). 

334 References for news articles that used metaphors which obscured the vested interests involved in the investment deals 
with Goldman Sachs and Morgan Stanley were as follows: Currie & Beales 2008, September 25: A2, NYT; Farrell & 
Guerrera 2008, September 24: 18, FT; Guha 2008, September 23: 27, FT; Irwin & Appelbaum 2008, September 22: A1, WP; 
Pulliam et al. 2008, September 25: A1, WSJ; White 2008, September 24: A1, NYT. 

335 A report headlined “Buffett’s pitch at Goldman Sachs wins $647m return,” which appeared in The Times on September 
25, was one of the few articles reporting that Goldman Sachs had evidently also raised $5 billion by selling new shares 
publicly. However, the reporters failed to ask who had bought Goldman’s new shares at $123 apiece (Hosking & Lewis 2008, 
September 25: 43). Ironically, Goldman Sachs had begun borrowing short-term credit from the Federal Reserve’s Primary 
Dealer Credit Facility starting at $2.5 billion on September 15, 16 and 17, $5 billion on September 18 and 19, $10 billion on 
September 22, 23 and 24 and so on (Board of Governors of the Federal Reserve System 2010a). Goldman was also a 
member of the BIDS dark pool consortium – the stock trading mechanism that merged primary dealers (as sources of 
liquidity) with the New York Stock Exchange. Thus, the sums that Goldman Sachs was borrowing from the Primary Dealer 
Credit Facility raise questions about whether Goldman’s share float was financed with federal credit (Board of Governors of 
the Federal Reserve System 2010a). Goldman Sachs share float was also mentioned near the end of a Wall Street Journal 
lead story “Buffett drove hard bargain with Goldman” (Pulliam et al. 2008, September 25: A2). 

336 Many of the newspaper stories about the investment banks were not on the front-pages, which meant that usually no 
imagery turned up in searches on Factiva. However, all the stories in part relied on imagery that appeared on the 
newspapers’ front-pages. This imagery as a whole created the sense of a ‘financial abyss’ that served to justify not only the 
bailout, but also the move to make the investment banks into bank holding companies. Thus, market data graphics, emotion-
laden images from trading floors and photos of key players served as a backdrop of financial turmoil to obscure the collusion 
involved. 

337 The ‘invisible hand’ metaphor was first used by an 18th century economist Adam Smith, who wrote An Inquiry into the 
Nature and Causes of the Wealth of Nations. According to Keith Rankin, Smith’s metaphor described an unconscious moral 
guidance underpinning the decisions of capitalists to benefit their respective societies (1998). Smith observed that capitalists 
invested in national industries, rather than pursuing higher profits in foreign countries because they intuitively understood that 
if capital abandoned the domestic industries, the resultant economic hardship would destabilize their respective societies 
(Rankin 1998). While this may be true of individual capitalists, capitalism as a private political system has been brutal, 
exploitative and plundering since its beginning (Hartmann 1998; Silver et al. 2003). Indeed, under neoliberalism, Smith’s 
‘invisible hand’ metaphor was reworked to signify collusion and conspiracy, wherein high international capital mobility across 
tax-secrecy jurisdictions (facilitated by the state) would become a hidden mechanism to undermine domestic industries and 
therefore the stability of societies. 

338 The sub-title, “What the death of the investment bank means for Wall Street” together with the illustration, which 
appropriated imagery from building demolitions and nature, were used to construct a recovery-oriented market reinvestment 
frame. The writers viewed the investment banks’ new bank holding company classification as a means to acquire “regional 
lenders” by which they meant smaller commercial banks with representation in several states, rather than national banking 
conglomerates like Bank of America. Accordingly, these smaller commercial banks could be acquired “cheaply and easily” 
due to precarious financial circumstances (American finance: And then there were none 2008: 79). 

339 These “golden years” were said to have occurred between 2003 and 2006 (American finance 2008, September 27: 75). 

340 As James Williams pointed out in the aftermath of Enron’s collapse, news frames were deployed to depict certain 
activities “as a deviation or aberration from normal market functioning” (2008: 478). 

341 While Taleb was critical of finances’ reliance on game theoretic risk models, his argument did not address the historical 
continuity of power structures and their capacity to shape ‘unexpected’ events. Indeed, because the editors had slyly placed 
their black swan reference at the end of the article, they let themselves ‘off-the-hook’ to provide a retrospective analysis of 
oligarchic power plays from which the probable goals of Anglo-American financial oligarchy could be extrapolated. Taleb 
omitted any mention of the financial oligarchy from his discussion, despite the fact that during his career he had worked at 
CS First Boston, UBS, BNP Paribas and the Chicago Merchantile Exchange (Patterson, 2007, July 13). Crucially, The 
Economist had insider access to the global policy-shaping group The Bilderberg Foundation, whose meeting in June 2008 
was attended by two of its reporters, Vendeline von Bredow and Adrian Wooldridge. The US contingent at the Bilderberg 
meeting was Ben Bernanke, chairman of the Federal Reserve System; Henry Paulson, US Treasury secretary; Timothy 
Geithner, president of the New York Federal Reserve; Lawrence Summers, dean of Harvard Business School; Martin 
Feldstein, president of the National Bureau of Economic Research; David Rockefeller, former chairman of the Chase 
Manhattan Bank and the Council on Foreign Relations; Henry Kissinger, former US secretary of state and national security 
advisor; Condoleezza Rice, US secretary of state; James Wolfsensohn, former Salomon and Schroder’s banker; Paul 
Wolfowitz, visiting scholar at the American Enterprise Institute and founding member of the Project for a New American 
Century; Richard Perle, resident fellow at the American Enterprise Institute and founding member of the Project for a New 
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American Century; and Robert Zoellick, president of the World Bank. The UK contingent included shadow chancellor of the 
exchequer, George Osborne; John Kerr, House of Lords; and Kenneth Clark, MP. This meant the magazine worked with the 
oligarchs and political elites to mask the underpinnings of crisis narrative by reproducing the atmosphere of surprise (Bermas 
2010; Estulin 2009: ix-xi; Jarecki 2006). 

342 This photo of Warren Buffett served to integrate ordinary people with the interests of the oligarch, and therefore the 
financial oligarchy, since the powerful doing ordinary things is a common story-telling hook (Frensham 1996: 112). 

343 References for articles that reported Paulson’s television appearances are as follows: Herszenhorn, Labaton & Landler 
2008, September 22: A1, NYT; Hitt, Paletta & Solomon 2008, September 22: A1, WSJ; Jagger & Baldwin, 2008, September 
22: 8, T; Montgomery & Cho 2008, September 22: A1, WP. 

344 Paulson’s rhetoric included justifications for including foreign-owned financial firms in the proposed bailout. Paulson 
rationalized that because the financial system was global in scale, it required an intervention that matched that reality 
(Schwartz & Dougherty 2008, September 22: C1, NYT). However, this was a fallacy because the argument presumed that 
foreign-based banks were no different from US-based banks (because they invested in similar assets and had large 
American workforces). This circular reasoning omitted the fact that foreign-bank profits were more likely to be repatriated 
overseas, even though the bailout was to be financed by US-based taxpayers. Also omitted was the culpability of both the 
government apparatus and Wall Street in fomenting the conditions for the ‘crisis’ (through their shared commitment to a ‘too 
big to fail’ stance in relation to investment and commercial banks). 

345 Indeed, Paulson’s “better than the alternative” rhetoric was actually a fallacy of false alternatives, which T. Edward Damer 
defines as, “[r]estricting too severely the number of proposed alternatives responses to a problem or situation and assuming 
that one of the suggested alternatives must be the true or the right one” (2009: 143). Paulson’s justification that the bailout 
proposal was “better than the alternative” relied on fear to bypass critical thinking processes, since it inferred economic 
collapse. Thus, his actions were much like travelling Christian missionaries who indoctrinated native populations by invoking 
fear of an eternal abyss, in order to assimilate them into the expanding power regime – capitalism (Hartmann 1999; Silver et 
al. 2003). 

346 At this point, the brand of the presidency was exploited to buttress the ‘better than the alternative’ rhetoric with the phrase 
“doing nothing.” For instance, The New York Times quoted president George W. Bush’s circular argument in which he self-
referentially linked the public and the crisis to himself, as he too promoted a fallacy of false alternatives. Bush stated, “This is 
a big package because it is a big problem. I will tell our citizens and continue to remind them that the risk of doing nothing far 
outweighs the risk of the package, and that, over time we’re going to get a lot of the money back” (Herszenhorn 2008, 
September 21: A1).  

347 References for articles that reported political dissent to the bailout plan and the time pressure involved are as follows: 
Herszenhorn 2008b, September 23: A1, NYT; Hitt, Paletta & Solomon 2008, September 22: A1, WSJ; Hitt, Solomon & 
Phillips 2008, September 23: A3, WSJ; Montgomery & Kane 2008b, September 23: A1, WP. 

348 Since members of Congress were in the midst of campaigning for re-election they were particularly sensitive to public 
opinion. Thus, criticisms of monetary authorities, Wall Street and the financial situation generally, became more evident than 
in previous stories (Hitt, Reddy, & Solomon 2008, September 24: A3, WSJ; Landler & Herszenhorn 2008, September 24: A1; 
Lohr 2008, September 24: A1, NYT; McKinnon 2008, September 24: A4, WSJ; Montgomery, Kane & Irwin 2008, September 
24: A1, WP). For instance, The Wall Street Journal gave a sense of the ructions that followed a private meeting that took 
place on Tuesday September 23 between Republicans and vice president Dick Cheney and Josh Bolten, the White House 
chief of staff. A Republican Joe Barton tersely stated, “I do not appreciate being told that I have to vote for something in one 
week, with no limitations … to solve a problem that the average constituent in my district has never heard of” (Hitt, Reddy, & 
Solomon 2008, September 24: A3). The above quote should be seen in context of elite-elite audience communication, 
wherein they reflected genuine frustrations amid sophisticated propagandist strategies replete with contradictions. 
References for articles that contained criticism about the lack of alternatives were as follows: Faiola & Cho 2008, September 
24: A1, WP; Goodman 2008, September 23: A1, NYT; Hitt, Paletta & Solomon 2008, September 22: A1, WSJ; Hitt, Solomon 
& Phillips 2008, September 23: A3, WSJ; Montgomery & Cho 2008, September 22: A1, WP. 

349 Working Class and Middle America were merely referred to in passing, in relation to politicians in the midst of election 
campaigning, elite economists mentioning the plight of mortgages amidst a ‘credit freeze’ and monetary officials deploying 
sympathetic crisis management statements. When the American public’s rational criticisms of Wall Street, the US monetary 
officials and the political elite were referenced or sourced for opinion, they were either framed as emotional, uninformed 
reactions; or were restricted to newspapers’ letters to the editor pages (Achenbach 2008, September 22, A1, WP; 
Herszenhorn 2008, September 23, A20, NYT; The Crisis on Wall Street; and Main Street 2008 September 22, A14, WP). 
None of the coverage highlighted these framings as exclusionary. References for news articles that relegated the public to 
an artefact and deferred to elite opinion when the rank and file politicians returned to Congress were as follows: Goodman 
2008, September 23: A1, NYT; Herszenhorn 2008b, September 23: A1, NYT; Hitt, Paletta & Solomon 2008, September 22: 
A1, WSJ; Montgomery & Cho 2008, September 22: A1; Montgomery & Kane 2008b, September 23: A1, WP; Weisman & 
Murray 2008, September 23: A1, WP. 
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350 Tellingly, the Wall Street Journal reporters claimed there was a consensus on what “the big picture” looked like, which 
they elaborated in terms of “the need and the cost” (Hitt, Paletta & Solomon 2008, September 22: A2). Notwithstanding the 
‘elephant in the room’ that none of the major news outlets would discuss – t hat the financial oligarchy were the big picture – 
the reporters ‘failed’ to investigate why “struggling financial firms” needed bailing out. 

351 First New York Times reporter David Herszenhorn introduced their statements with brief controlling sentences. The 
reporter emphasized that Paulson would “underscore the huge risks to everyday Americans” (Herszenhorn 2008, September 
23, A1). To introduce Bernanke, the journalist stated that the Federal Reserve chairman “will implore Congress to act.” 
Paulson was quoted thus, “When the financial system doesn’t work as it should, Americans’ personal savings, and the ability 
of consumers and business to finance spending, investment and job creation are threatened.” Paulson’s claims were not 
critiqued. The irony that the former CEO of Goldman Sachs was due to give testimony before a congressional committee 
about a crisis he helped create was predictably not pointed out in the report. Thus, the ‘Saviour’ mythology invoked by 
framing Bernanke and Paulson as “the architects” of the bailout was deployed to build trust prior to their appearance at the 
Senate Banking Committee. In this way, the rituals of ‘Reassurance and Purification’ phase was ushered in. 

352 Other officials who also gave testimony were: the chairman of the Securities and Exchange Commission Christopher Cox 
and the director of the Federal Housing Finance Agency James Lockhart. The news media focussed on Paulson and 
Bernanke’s statements and the senators’ exchanges with them (U.S. credit markets 2008; Committee on Banking, Housing, 
and Urban Affairs 2008). References for news articles that reported on the Senate Banking Committee meeting are as 
follows: Hitt, Reddy & Solomon 2008, September 24: A3, WSJ; Landler & Herszenhorn 2008, September 24: A1, NYT; Lohr 
2008, September 24: A1, NYT; McKinnon 2008, September 24: A4, WSJ; Montgomery, Kane & Irwin 2008, September 24: 
A1, WP. 

353 When HJR 192 was passed, the United States government switched Constitutional jurisdictions; from public federalism 
(based upon common law) to private federalism, a form of law derived from Roman private civil law (upon which admiralty 
and maritime law is derived) (Brobst 2003: 13; Brobst & Beddoe1991: 8, 12-13, 16-17, 28). At this point, the American 
people shifted to a commercial law jurisdiction of the U.S. Constitution. In commercial law, silence is taken as agreement 
because it is derived from international law, itself a derivative of Roman private civil law. Roman civil law was developed to 
protect oligarchical claims to wealth from the Roman land-based tax system (Glasman 2005). Therefore, Roman civil law 
was based on entrapment since its commercial advantage could only be gained through the collusive secret agreements 
(Brobst & Beddoe, 1991: 11-12; 2003: 4, fn 11). As such, entrapment underpinned HRJ192, wherein Americans functioned in 
a commercial law form of private federalism as “goods in commerce” or as “human resources” and, in effect, became the 
human capital compelled to service the Federal Reserve System’s debt (Brobst & Beddoe 1991: 41). 

354 References for news reports of the Senate Banking Committee hearing that assumed the experiential evidence of the 
financial ‘crisis’ as a true picture of the need for the bailout were as follows: Hitt, Reddy & Solomon 2008, September 24: A3, 
WSJ; Landler & Herszenhorn 2008, September 24: A1, NYT; Lohr 2008, September 24: A1, NYT; McKinnon 2008, 
September 24: A4, WSJ; Montgomery et al. 2008, September 24: A1, WP. 

355 The news media’s reportage on the Senate Banking Committee hearing passed over the significance of Bernanke’s 
objection that the Treasury would own shares in firms so that it could potentially earn dividends. Bernanke was more 
concerned that such a measure would reduce the participation in the bailout and impede the facilitation of “a comprehensive 
market for the troubled securities” – as The Wall Street Journal reporters put it (Hitt et al. 2008, September 24: A3). 
Importantly, even this Wall Street Journal report headlined “The financial crisis: Bernanke, Paulson face sceptics on the hill 
despite dire warnings” omitted to say that if a major player in derivatives such as mortgage-backed securities refused to 
participate, it would be very difficult to unwind the interwoven trades. Indeed, a financial industry policy-shaping organization 
called the Counterparty Risk Management Policy Group, stated in its August 2008 report entitled “Containing Systemic Risk” 
that an auction mechanism had not yet been tested to settle a credit event such as one “in Europe” or one “involving a very 
large reference entity with a large number of outstanding obligations” (Corrigan & Flint 2008: 119). Hence, the subtext to 
Bernanke’s position was that the bailout legislation needed to favour Wall Street otherwise the financial oligarchs would 
simply hold out and cause more calamity. Indeed, the issue of Treasury stakes in financial firms would later prove to be a 
major hurdle that the monetary officials were forced to confront on October 13 2008, as mentioned in chapter two. 

356 The same day, Wednesday September 24, the Republican presidential nominee John McCain announced a ‘Go to 
Washington’ move, ostensibly to help negotiate the bailout (Barnes 2008, September 25: A1, WP; Bumiller & Zeleny 2008, 
September 25: A1, NYT; Guha, Dombey, Politi & Mackenzie 2008, September 25: 1, FT; Meckler, Holmes & Cooper, 2008, 
September 25: A1, WSJ; Stolberg & Herszenhorn 2008, September 25: A1, NYT). Since the major newspapers were bound 
to the same financial rationale as Wall Street (profiting from debt-based finance), their task was to magnify surface events so 
that the anatomy of the financial crisis remained obscure. Thus, the Republican’s campaign team’s decision to postpone 
McCain’s electioneering (so that he could return to Washington to support the bailout bill) became lead story headlines on 
Thursday September 25, such as “Financial crisis upends campaign” in The Wall Street Journal (Meckler, Holmes & Cooper, 
2008, September 25, A1). Toward the end of this Wall Street Journal article, it was claimed that McCain had asked to meet 
with Wall Street bankers and financiers, including John Thain, CEO of Merrill Lynch; vice chairman of JPMorgan & Chase 
James Lee; and Henry Kravis co-founder of the buy-out firm Kohlberg Kravis & Roberts (KKR) (Meckler, Holmes & Cooper 
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2008, September 25: A17). The reporters stated that “[b]y Wednesday, the pressure to act had built,” and quoted “one 
financial executive” who stated, “We urged John to get all over it, that this is a national security crisis.” The reporters failed to 
consider the power relations behind the decision of McCain’s campaign team to announce a return to Washington. One 
could reasonably infer from this that the financial oligarchs were using the presidential election campaign as a mechanism to 
gain high level political support for the bailout. 

357 The New York Times lead report “Bush to hold meeting on bailout; first debate up in air” also justified the White House’s 
decision to have the president give a prime-time television speech entirely devoted to the state of the economy (Stolberg & 
Herszenhorn 2008, September 25: A1). Sheryl Stolberg and David Herszenhorn stated, “the White House gave careful 
thought to the timing.” According to the president’s “aides,” the concern was how it would look if his televised address were 
perceived as a coercion of Congress to pass the bailout. Hence, the move was, in part, designed to persuade the public that 
the situation was so severe that impacts would be ‘universal’ without the bailout. This line of persuasion was aimed at ‘rank 
and file’ politicians who were expressing dissenting views. It was hoped that they would change their minds and vote for the 
bailout bill. 

358 “The financial crisis: Bush makes pitch for plan to the Nation” reported on the president’s prime-time television address on 
page six (McKinnon 2008, September 25: A6, WSJ ). The president’s television address was also mentioned briefly in the 
leading front-page article headlined “Financial crisis upends campaign” (Meckler, Holmes & Cooper 2008, September 25: A1, 
WSJ). 

359 His appeal for support relied on the White House’s construction of an ‘aberration’ wherein Bush claimed “these [were] not 
normal circumstances” (McKinnon 2008, September 25: 6, WSJ). Tacitly, this communicated a ‘suspension’ of ‘free-market’ 
strictures as a way to justify government intervention. The news reportage helped legitimize this intervention by uncritically 
reproducing Bush’s manipulative threat that unless the US government committed $700 billion now, the remedies would 
become costlier. For example, a Wall Street Journal article headlined “The financial crisis: Bush makes pitch for plan to 
nation,” reported the president’s justification that inaction would simply “cost these Americans more later.” The reporter 
quoted Bush’s apparent empathy for his ‘fellow citizens’ when he referred to the “frustration of responsible Americans who 
pay their mortgages on time, file their tax returns every April 15 and are reluctant to pay the cost of excesses on Wall Street” 
(Bush as cited in McKinnon 2008, September 25: 6). The journalist did not however emphasize that Bush feigned this 
empathy immediately prior to manipulating them with fear about the cost being greater absent the swift passage of the 
bailout bill. 

360 Consequently, the front-page headlines of the three American newspapers gave a similar treatment of the White House 
‘Summit’. The New York Times led with “Days of chaos grips Washington; Fate of bailout plan unresolved;” The Washington 
Post with “Talks falter on bailout deal…” and The Wall Street Journal second story was headlined “Bailout negotiations in 
disarray” (Herszenhorn, Hulse & Stolberg 2008, September 26: A1, NYT; Hitt, Paletta & Solomon 2008, September 26: A1, 
WSJ; Kane & Montgomery 2008, September 26: A1, WP). The coverage of Friday September 26, gave few details, while 
accounts two days later were more substantial – albeit of varying quality (Baldwin 2008, September 27: 6, T; Beattie & Politi 
2008, September 27: A7, FT; Herszenhorn, Hulse & Stolberg 2008, September 26: A1, NYT; Kane & Montgomery 2008, 
September 26: A1, WP; McKinnon, Meckler & Cooper 2008, September 27: A2, FT; Weisman 2008, September 27: A1, WP). 

361 Times journalist Tom Baldwin stated, “When the photographers had been dismissed” the president gave a summary of 
the seriousness of the situation. In the reporter’s words, Bush had said, “the entire architecture of the global economy was at 
stake,” not merely America’s financial system ( 2008b, September 27). According to the report, the president told those 
assembled that the situation was so serious that central banks and wealthy investors might sell their stake in US Treasury 
debt. Such an occurrence would drive up interest rates on American credit and trigger capital flight from the US currency. 
Baldwin stated that a “dire prognosis” was described to him. According to his sources, during the meeting some of the 
politicians present noted that they had received comparable appraisals from economic advisors including Larry Summer [sic], 
whom the reporter stated had been, a Treasury secretary from Clinton’s administration. Baldwin neglected to point out that 
he was also the Dean of Harvard and a member of the Council on Foreign Relations. Despite claiming that there was “no 
time to construct a different plan,” the Times reporter, along with the rest of the news media, failed to investigate why the 
biggest economy in the world was so vulnerable, and why officials had left the use of its so-called ‘contingency plan’ until the 
situation was so dire that there really seemed to be no other choice. 

362 Also widely reported was an anecdote regarding an exchange between Paulson and House Speaker Nancy Pelosi after 
the meeting broke-up. These reports stated that the Treasury secretary “half-jokingly” knelt on one knee and beseeched the 
Democrats, with his hands formed in a praying gesture, to refrain from blowing up the bailout. Pelosi evidently joked, about 
this sudden ‘revelation,’ remarking she had not realized he was a Catholic (Beattie & Politi 2008, September 27: A7, FT; 
Herszenhorn et al. 2008, September 26: A22, NYT; Hitt, Paletta & Solomon 2008, September 26: A2, WSJ; Kane & 
Montgomery 2008, September 26: A1, WP; Weisman 2008, September 27: A1, WP). Their accounts of this exchange read 
like cheesy scenes made for a ‘forty-eight hour film challenge’ competition (in which the cast and crews have two days to 
script, shoot and edit a short film that usually contains three crucial elements). Had ‘cantankerous reporters’ been one of the 
three crucial elements, their accounts would then have read very differently. Instead, the rules of this contest required that 
the actors playing the roles of the news media had to be professional, observe a ‘respectful distance’ (by obediently waiting 
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outside), and at no time were they to breach the ‘rescue’ frame’s boundaries. This means that the “bended knee” anecdote 
may have been an apocryphal tale, wherein the line between what is true and what is fiction is warped because it is 
recounted by several parties and taken as a truthful account (Mumby 1987: 122). In a couple of accounts, the reporters 
acknowledged the casual detached attitude that journalists and editors have toward staged political events. In a Washington 
Post article headlined “How McCain stirred a simmering pot” reporter Jonathan Weisman claimed that when the ‘Summit’ 
broke up with McCain leaving first, alone, his abrupt departure confused congressional staff (Weisman 2008, September 27: 
A1, WP). Weisman also stated that when “[t]he rest of the actors” emerged, they had not regained their composure. In the 
lobby the Democrats talked over whether to appear before the media, but as the reporter put it, Obama feared being seen as 
“using the White House as a backdrop.” With a sense of the commotion they were creating, Obama apparently suggested 
they could use a room, and so they peeled off the Roosevelt Room. In a page six article in The Times headlined “Anger, fear 
and deadlock, then Bush sums it up: ‘this sucker could go down,’ reporter Tom Baldwin wrote “[i]t was supposed to be not 
much more than a photo opportunity” (2008, September 27: 6). 

363 As reporter Matt Taibbi (2010) put it, the presidential campaign is “a beautifully choreographed eighteen-month 
entertainment put on every four years” (p.9). Taibbi argued the “payoff” to this ritual is akin to the emotional engagement that 
a society develops when it has been sufficiently conditioned to follow sport as a form of escapist entertainment. The result is 
that the investment people have in an election is not of empowered citizens, but one that is “a rooting interest” (p.10). 

364 Despite this being a crucial time for economists of all persuasions to be on ‘live’ television formally debating the economy, 
The Washington Post failed to point out that they were not foregrounded or profiled by the major television networks. 
Ironically, on Friday September 26 a Washington Post front-page report headlined “Away from Wall Street, economists 
question basis of Paulson’s plan” stated that a petition that opposed the bailout plan had the support of nearly “200 academic 
economists” (Irwin & Kang, 2008, September 26, A1). However, it was not until about three quarters of the way into this 
article that the reporters disclosed that the economists interviewed did not include any who had signed the petition.364 Thus, 
the reporters deferred to financial elite sources favoured by the newspaper, instead of interviewing serious bailout critics. 

365 This rhetoric was subsequently repeated or implied by the news media without critical interpretation (“Bailout politics” 
2008, September 27: A18, WP; Baker 2008, October 1: C5, NYT; Coy 2008, October 13: 21-22; Hitt & Paletta 2008, October 
1: A1, WSJ; “A Main St rescue” 2008, September 29: A24, WSJ; “US Main Street” 2008, October 3: 1, GW ; “World on the 
edge” 2008, October 4: 11). 

366 References for reportage from the weekend political negotiations are as follows: Herszenhorn & Hulse 2008, September 
28: A1, NYT; Montgomery & Kane 2008, September 28: A1, WP; Montgomery & Kane 2008, September 29: A1, WP; 
Solomon, Paletta & Hitt 2008, September 29: A1, WSJ. To make sure that the new norm of a brazen bailout was ‘sufficiently 
consensual,’ Bush performed a presidential ritual of reassurance in a regular radio speech on Saturday September 27. Bush 
claimed, “that the government will be able to recoup, much, if not all, of the original expenditure” since the collateral backing 
the securities evidently had considerable worth. This oversimplified the political economy of the ‘rescue.’ The president 
manipulatively appealed to the victims of the crisis – ordinary Americans – when he claimed, “The rescue effort we’re 
negotiating is not aimed at Wall Street – it is aimed at your street” (Montgomery & Kane 2008, September 28: A19, WP). He 
also deployed fear knowing it would be widely reported. To this end, he said, without the ‘rescue’ the economy could be 
thrown into peril and the risk of a “deep and painful recession” was not unlikely. 

367 The ruckus occurred during a 3p.m. meeting in a conference room adjoining House speaker Nancy Pelosi’s office 
between the prominent political negotiators. The Washington Post reported the shouting, but not the commotion involving 
television crews (Montgomery & Kane 2008, September 29: A1). 

368 But because the reporters had observed the crisis journalism stricture of keeping a ‘respectful distance,’ this meant they 
had not observed or sufficiently investigated the various meetings involving ‘government’ officials. Andrew Sorkin revealed 
Paulson’s Treasury staff had met prior to the Saturday afternoon meeting that became a shouting match. At this Treasury 
staff meeting, Neel Kashkari stressed that, “We’ve got to scare the shit out of them” (2009: 492). Thus, one of the most 
important opinions expressed in the article was merely mentioned as though it were there to ‘balance’ the report, rather than 
trigger an investigation. A Democrat politician Marcy Kaptur stated, “Financial crimes have been committed. Now Congress 
is being asked to bailout the culprits” (Hulse & Herszenhorn 2008, September 29: A14, NYT). 

369 The three Treasury officials were Robert Hoyt, general counsel, Kevin Fromer, head of legislative affairs and Neel 
Kashkari, assistant secretary for international affairs. The American Bankers’ Association were among the financial industry 
interests that had “bombarded Congress with emails” (Williamson 2008, September 30: A4, WSJ). Johnson and Kwak argue 
that Wall Street interests worked behind the scenes to insert provisions into the bill that became the Emergency Economic 
Stabilization Act of 2008 (2010: 192).  

370 Another Wall Street Journal report that downplayed the “ultimate tab” was “Financial Crisis: Ultimate cost of plan to take 
years to determine – Profits will depend on economic health during sale of assets” (Reddy 2008, September 29: A9). 
Tellingly, the reporter implied Ben Bernanke was a government official when he quoted the central banker. Bernanke claimed 
the bailout would help taxpayers because a more robust financial system would mean a prosperous economy and a greater 
tax take. Predictably, the reporter failed to state that the Federal Reserve is privately owned by its members’ banks, who 
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operate as a cartel, and that its jurisdictions are tax-secrecy havens, which exist to create an unequal society of great wealth, 
poverty and asymmetric power distribution (Brobst 2003; Brobst & Beddoe 1991; Brown 2008; Griffin 2008; Still 2009). 

371 The frontpage reports for September 29 in American newspapers also exploited people’s anxieties about savings, jobs 
and homes. An exemplarly example of this manipulation appeared in the same Wall Street Journal front-page article 
“Congress, Treasury sign off on bailout package” from September 29  (Solomon, Paletta & Hitt 2008, September 29: A1). 
The reporters gave a vague description of how the financial system and the economy worked. They repeated the widespread 
cliché that “credit markets” were “the lifeblood of the economy.” Readers were told the bailout would help financial 
companies “restore their capital bases” and also regain “trust.” This was apparently important because it was required for the 
financial firms in question to “borrow and lend.” The implication was that in the absence of trust, the lifeblood would clot. For 
critical observers the meta-level meaning here was that “trust” among market insiders was a euphemism for collusion. 

372 References for news articles that failed to investigate the motives of key players are as follows: Baker 2008, September 
29: 9, T; Guha, Dombey, Politi, Mackenzie & Burgess 2008, September 27-28: 1, FT; Hulse & Herszenhorn 2008, 
September 29: A1, NYT; A Main St rescue 2008, September 29: A24, WSJ; Montgomery & Kane 2008, September 29: A1, 
WP; Solomon, Paletta & Hitt 2008, September 29: A1, WSJ; Politi, Guha, Dombey & Morris: 2008, September 29: 1, FT. 

373 According to Washington Post journalists Jonathan Weisman, David Cho and Paul Kane, while the voting occurred, 
Paulson was in his office “too nervous to turn on his television” (2008, October 4: A1). Whereas, Sorkin claims in Too Big To 
Fail, that Paulson watched the vote on C-SPAN, the Congress’ in-house television network (2009: 498-499). 

374 The Wall Street Journal’s September 30 front-page graphic noted that another steep drop occurred on the Dow Jones 
index just before the New York Stock Exchange closed at 4p.m. in an apparent rush of processing selling orders, as had 
happened the day AIG’s credit ratings were downgraded on Monday September 15. 

375 References for articles that blamed politicians (or implied their responsibility) for the drop in stock markets are as follows:  
Guha, Larsen & Mackenzie 2008, September 30: 1, FT; Hulse & Herszenhorn 2008, September 30: A1, A22, NYT; Lueck, 
Paletta & Hitt 2008, September 30: A1, WSJ; Kane & Montgomery 2008, September 30: A1, WP. In the final minutes before 
voting was over, the Dow Jones Industrial Average stock index began to drop, then it plunged as the voting stopped and 
during the fifteen minutes before the vote closed (when appeals were made to politicians to change their minds). The stock 
index soared again after the gavel concluded the session, indicating that under the cover of ‘the market’ the financial 
oligarchy was acting as arbiter for investor proxy votes to coerce those politicians who were voting “no.” Furthermore, the 
stock market surged again on September 30 (Chossudovsky 2010a: 5; Congleton 2009: 29) 

376 References for news reports that carried recriminations are as follows: Hulse & Herszenhorn 2008, September 30: A1, 
A22, NYT; Lueck, Paletta & Hitt 2008, September 30: A1, WSJ; Kane & Montgomery 2008, September 30: A1, WP. 

377 The September 30 front-page headlines were: “Stocks dive on bail-out rejection” in the Financial Times); “Defiant House 
rejects huge bailout; Stocks plunge; Next step is uncertain” in The New York Yimes); “Bailout plan rejected, markets plunge, 
forcing new scramble to solve crisis” in The Wall Street Journal); “The eye of the storm” in The Times); and “House rejects 
financial rescue, sending stocks plummeting” in The Washington Post). The references for the September 30 frontpages are, 
respectively: Guha, Larsen & Mackenzie 2008, September 30: 1; Hulse & Herszenhorn 2008, September 30: A1; Jagger & 
Hosking 2008, September 30: 1; Lueck, Paletta & Hitt 2008, September 30: A1; Weisman 2008, September 30: A1. 

378 The New York Times’ reporters could have provided the depth that was missing from the front-page’s surface. For 
‘balance,’ the article did, however, include a couple of quotes from politicians who voted “no.” One of these “holdouts,” as 
House Republican leader John Boehner evidently called them, was Republican Paul Broun who colourfully stated, “This is a 
huge cow patty with a piece of marshmallow in the middle of it and I am not going to eat that cow patty” (Broun as quoted in 
Hulse & Herszenhorn 2008, September 30: A22). The frontpage articles across all the newspapers lacked a broader analysis 
of an economic system that was dependent on a financial system so ungrounded that it even had an index that measured 
market volatility. This was naturalized as a taken-for-granted gauge of market insecurity or euphoria. References for front-
page articles that lacked depth regarding the power relations that underpinned the political economy of the Anglo-American 
financial systems are as follows: Bajaj & Grynbaum 2008, September 30: A1, NYT; Calmes 2008, September 30: A1, NYT; 
Cody & Jordan 2008 September 30: A1, WP; Guha, Larsen & Mackenzie 2008, September 30: 1, FT; Hulse & Herszenhorn 
2008, September 30: A1, NYT; Jagger & Hosking 2008, September 30: 1, T; Kane & Montgomery 2008, September 30: A1, 
WP; Lueck, Paletta & Hitt 2008, September 30: A1, WSJ; Weisman 2008, September 30: A1, WP. 

379 Among those interviewed by the D.C. newspaper, which deployed 10 journalists to various locations around the US, was 
a parole officer outside the Annapolis courthouse, who was the only one in story with the time of day to listen to politicians 
who opposed Wall Street. The parole officer symbolized “the sympathetic character at the heart of the narrative” that the 
reporters claimed the ‘crisis’ story had thus far lacked. He therefore represented the threat to the political elite that had been 
anchored by the takedown of Eliot Spitzer in mid-March 2008, the New York governor who had been threatened with 
impeachment over his involvement in the prostitution ring. Another interviewee was a family man who looked at his “401(k) 
today” and changed his view that the crisis did not affect his family (Achenbach & Surdin 2008, September 30: A1). From the 
perspective of the financial elite, the sentiment expressed by the father with 401(k) investments was the promise. The 
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Washington Post was communicating that if Main Street America could be scared enough, reluctant politicians could be 
persuaded that there was sufficient consent for a bailout. Also interviewed was a researcher at the National Library of 
Medicine, who was apparently now too “skittish” to continue looking for a house and wondered if things might get so bad she 
would have to join friends who lived on the land. Since ‘the heart of the crisis’ was said to be toxic, mortgage-backed 
securities, the house-hunter who worked at the National Library of Medicine highlighted the ill-health of the economy. They 
also found a real estate agent who felt there should be indictments for Wall Street, which communicated to the Washington 
political elite that the easy option would be to pass the bailout, conduct a ritualistic inquiry and hope there would be no major 
public counter-movement forcing congressional members to challenge their major source of campaign funds. The reporting 
team also found an insurance agent who felt the bailout was outrageous, but surmised the situation was so dire little other 
choice was available. 

380 Conspicuously, the scene of this encounter was outside the Manassas Wachovia branch. At the time of the interview, 
Citigroup thought it had secured a deal to buy Wachovia bank, as the September 30 edition of The Washington Post 
reported in a front-page article headlined, “Wachovia is Sold as Depositors Flee” (Appelbaum 2008, September 30: A1). The 
town of Manassas was also the locality where one of the journalists, Joel Achenbach, who wrote “The backlash” report, had 
conducted a previous sentiment-finding mission. The Washington Post’s return to Manassas communicated to the 
government that they needed to fight hard, since it was site of two battles of the American Civil War; wherein the US 
government realized the war was going to be a long hard-fought one because their forces lost the first major battle between 
the two armies (CWSAC Battle Summaries: Manassas, First n.d.; CWSAC Battle Summaries: Manassas, Second, n.d.; 
Roberts, 2012). Importantly, The Washington Post report “Wachovia is Sold as Depositors Flee” stated that Robert Steel was 
at the time the head of Wachovia, and had been Henry Paulson’s deputy at the Treasury. However, The Washington Post’s 
lack of concern with conflicts of interest was conspicuous given that it also stated that the government was encouraging 
agglomerations, which signalled the “public policy” of banking separation was over. Since in game theory, mergers among 
oligopoly rivals are indicative of collusion, another pattern is noteable. Steel was appointed as CEO in June 2008. There was 
a correlation between new CEO appointments and bank takeovers or federal ‘rescues’ (these included John Mack at Morgan 
Stanley, Alan Schwarz at Bear Stearns, John Thain at Merrill Lynch, and Robert Willumstad at AIG) (Sorkin 2009). As noted 
in chapter two, Wells Fargo gained the vast commercial bank four days later. 

381 This September 27 issue of The Economist appeared to go to press either late on September 24 or early September 25, 
2008 (The doctors’ bill 2008: 71). 

382 References to magazine articles that contained limited flak are as follows: Coy 2008, October 6: 30-34; “The doctor’s bill” 
2008: 71; Gunther 2008: 58; “I want your money” 2008, September 27: 15. 

383 BusinessWeek reporter Peter Coy interviewed Raghuram Rajan – a former IMF economist who warned the world’s 
leading economists and central bankers at the Federal Reserve’s 2005 annual conference at Jackson Hole, Wyoming, about 
the high level of systemic risk (2008: 30). Ironically, Raghuram Rajan. Rajan stated in the documentary Inside Job that 
former Treasury secretary Lawrence Summers was very aggressive toward him at the conference because he had dared to 
argue that the American financial authorities were allowing Wall Street to make more profit by systematically increasing risk. 
In effect, Rajan contested the widely promoted claims of the finance industry and the regulators themselves that they had 
reduced risk to the financial system (Ferguson 2011). Rather than bailout the banking system, Rajan argued in the 
BusinessWeek article that a better approach was to invest funds in well-capitalized or solvent firms. He warned that the 
bailout “may not refloat the system” (Coy 2008: 30). Hence, Rajan’s quote worked with the illustration to communicate to the 
magazine’s audience that the bailout seemed to be intended to re-inflate the asset holdings of a wealthy cliqué, while 
ignoring the ‘gravity’ of the situation that broader society would face. But the reporter failed to interview non-establishment 
experts that could articulate the track record of ‘free-market’ financial liberalizations since their ‘field-testing’ days in the early 
1970s, which clearly shows the capacity of such regimes to plunder the wealth of society for the benefit of dominant capitalist 
coalitions (Chossudovsky 2003; Engdahl 2009; Klein 2007; 2008). 

384 In The Washington Post’s account entitled “With no Plan B…” two politicians were reported to have prayed (Weisman et 
al. 2008, October 4: A9). At face value, their decision to pray relied on looking for a sign that would communicate either 
endorsement or a repudiation of the choice at hand. The politicians may also have been irreverently mocking Cheney or 
manipulating Christians among the newspaper’s audience to feel a sense of foreboding. In any case, Christian mythology 
was invoked in the absence of an informed analysis. 

385 Two days later, The Washington Post dutifully quoted Bush’s statements prosaically without pointing out that the “voices” 
the president referred to were all vested interest ones. After his ‘business leaders’ meeting, Bush feigned concern, “This is 
an issue that’s affecting hardworking people. They’re worried about their savings, they’re worried about their jobs, they’re 
worried about their houses, they’re worried about their small businesses” (Bush as cited in Montgomery & Eggen 2008, 
October 3: A1). 

386 References to newspaper articles that reported on the intensive lobbying effort of Main Street business elites, 
congressional politicians and the addition of ‘sweetener’ provisions are as follows: Andrews 2008, October 1: A1, NYT; 
Appelbaum & Johnson 2008, October 1: A1, WP; Guha, Morris, Politi & Davies 2008, October 1: 1, FT; Hitt & Lueck 2008, 
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October 2: A1, WSJ; Hitt & Paletta 2008, October 1: A1, WSJ; Hulse 2008a, October 2: A1, NYT; Hulse & Pear 2008, 
October 1: A1, NYT; Montgomery & Eggen 2008, October 3: A1, WP; Montgomery & Murray 2008, October 2: A1, WP. 
Indeed, after the bailout passed in the House on Friday October 3, The Washington Post reported that Barack Obama had 
contributed to the change in vote by calling numerous “no voters” and by persuading politicians identified as the “Black 
Caucus.” According to this report, 13 of the so-called ‘black caucus’ changed their minds and voted ‘yes’ (Montgomery & 
Kane 2008, October 4: A1). 

387 Amid this lobbying, a new consensus evidently emerged to market the bailout in more sanitized ways. New York Times 
reporter Peter Baker argued that use of the word “bailout” was a branding issue and was the key reason why the public had 
not bought the idea it was for Main Street, not Wall Street (Baker 2008, October 1: A5). In his piece, headlined “Labeled as a 
bailout, plan was hard to sell to a sceptical public,” Baker reconstructed the ‘rescue’ frame with the deployment of a Christian 
metaphor when he stated, “…if there was any broad agreement on Tuesday, a fractious, finger-pointing day in Washington, it 
was that the plan needed to be rebranded to have any hope of resurrection” (Baker 2008, October 1: A5). By this time, the 
American newspapers had already partially rebranded the bailout. The New York Times called it an “economic bailout plan,” 
The Washington Post a “rescue plan,” and The Wall Street Journal a “financial rescue plan” (Hulse 2008, October 2: A1; 
Murray & Kane 2008, October 1: A1; “What’s news” 2008, October 1: A1). Baker’s account was also revealing for its 
disclosure of elite consensus-shaping processes. He stated that the administration typically would rally “allies” to employ a 
given “vocabulary” to promote the proposal at hand. Apparently, because the bailout plan emerged at the end of a week 
(Thursday evening September 18), elite news sources, such as former Federal Reserve and Treasury officials, were not 
contacted until after the weekend (Baker 2008, October 1: A5). Evidently, the White House often commandeered two elite 
media figures whose opinions were persuasive with conservative politicians. According to Baker, one was a CNBC presenter 
and a syndicated columnist, Lawrence Kudlow and the other was Paul Gigot, an editor at The Wall Street Journal. Gigot 
attended the June 2008 meeting of the global policy-shaping group, the Bilderberg Foundation in Chantilly, Virginia and has 
in the past been a member of the New York-based think-tank, the Council on Foreign Relations (Ross 2002: 113; Estulin 
2009: ix, x, 153, 332). 

388 A second Washington Post front-page story on the crisis headlined “A two-pronged push to aid ailing banks” was about 
so-called ‘sweeteners’ to the bill to gain more votes (Appelbaum & Johnson, 2008, October 1, A1). Another Washington Post 
report subheaded, “Campaign 2008” and headlined “Most voters worry about economy” stated in its opening paragraph that 
“[v]oters … overwhelmingly fear that the House’s rejection of the measure on Monday could deepen the country’s financial 
woes” (Balz & Cohen, 2008, October 1, A1). This claim had a quasi-scientific justification because it was based on a 
“Washington Post-ABC News Poll,” but the report did not acknowledge the news media’s role in helping to create the sense 
of fear. 

389 The New York Times used a ‘bird’s eye’ view image of the New York Stock Exchange to remind its elite and mass 
audience of the market volatility (Hulse & Pear 2008, October 1: A1). This image worked with the headline “Adding 
sweeteners, Senate pushes bailout plan,” to imply that stock market investments would only be safe if the bailout was 
passed. The Wall Street Journal tacitly coerced Congress in its leading article “U.S., Europe push to limit crisis: Senate plans 
vote on revised rescue package…” by revealing that “thirteen banks” had “failed this year” (an accompanying graphic tallied 
the bank takeovers). This was a threat since the tally, which listed the fallen bank’s deposit size, signalled to politicians to 
pass the bailout, before the unlucky 13 banks were joined by far more (Hitt & Paletta 2008, October 1: A1). The 13 banks 
had retail deposits, so the investment banks – Bear Stearns, Lehman Brothers and Merrill Lynch – were not included. 
Wachovia was at this time in negotiations with Wells Fargo (Hitt & Paletta 2008, October 1: A1). 

390 References for newspaper articles that projected blame onto the political elite are as follows: “A test of leadership” 2008, 
October 1: A16, WP; Baker, 2008, October 1: A5, NYT; Hitt & Lueck 2008, October 2: A1, WSJ; Hitt & Paletta 2008, October 
1: A1, WSJ; Hosking, Power & Webster 2008, October 1: 1, T; Murray & Kane 2008, October 1: A1, WP. 

391 References to newspaper articles that reported on communications from the public about the bailout are as follows:  “A 
test of leadership” 2008, October 1: A16, WP; Baker 2008, October 1: A5, NYT; Hitt & Lueck 2008, October 2: A1, WSJ; Hitt 
& Paletta 2008, October 1: A1, WSJ; Montgomery & Eggen 2008, October 3: A1, WP; Murray & Kane 2008, October 1: A1, 
WP. 

392 The Wall Street Journal characterized “lawmakers” as having wasted time by “wrangling” and House politicians were 
chastized for delivering an “unexpected rejection” in defiance of superiors. It is this behaviour that The Wall Street Journal 
blamed for triggering “the market to sink” (Hitt & Lueck 2008, October 2: A1). The New York Times’ lead story headlined, 
“Senate approves bailout proposal by a wide margin” deployed fear when it claimed, “The Senate margin was 74 to 25 in 
favor of the White House initiative to buy troubled securities in an effort to avoid economic catastrophe” (Hulse 2008, October 
2: A1). 

393 Although the three American newspapers announced on Wednesday October 1 that the vote would take place in the 
Senate that day, they failed to track this aspect of the speed politics to get the bailout bill passed so quickly (Hitt & Paletta 
2008, October 1: A1, WSJ; Hulse & Pear 2008, October 1: A1, NYT; Murray & Kane 2008, October 1: A1, WP). To fast-track 
the bill through the House of Representatives another bill - H.R. 3997 – that had been introduced to Congress in March 2007 
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was appropriated (The Library of Congress Thomas n.d.,a). This meant that the normal public submissions process could be 
circumvented. When this bill failed to pass in the House, yet another bill – also introduced in March 2007 was appropriated 
(H.R. 1424--110th Congress: Emergency Economic Stabilization Act of 2008 (2007); The Library of Congress Thomas 
n.d.,b). Indeed, it was not until after the bill was passed as the manipulatively titled Emergency Economic Stabilization Act of 
2008, that The Washington Post revealed the bill was introduced “to a nearly empty Senate chamber” on Monday evening, 
September 29 by Democrat senator Harry Reid and Republican senator Mitch McConnell (Weisman, Cho & Kane 2008, 
October 4: A9). This was the only mention of the nearly empty Senate from coverage across the five daily newspapers 
surveyed. For the most part, the news outlets ‘turned a blind eye’ to this stealthy ‘bipartisan’ move. It would have been well 
known to Washington journalists that even one obstinate senator could block a bill before going to the voting stage (Johnson 
2003: 9). A bill must be introduced in the House while it is in session and placed in a wooden box called a “hopper,” wherein 
the bill is recorded by the House clerk. Congressional rules stipulate that if a senator objects, the bill’s introduction is 
deferred to the next day (Johnson 2003: 9). Such a postponement would have risked the bill being rejected or deferred to a 
committee process. 

394 The Financial Times’ report “Senate revives US bail-out” also quoted World Bank president Robert Zoellick who deployed 
an encoded threat to withhold the Bank’s supply of credit. Zoellick stated, “The implications are important not only for the US 
but for the global financial system including the developing world” (Zoellick as cited in Guha, Barber, Tait & Hall 2008, 
October 2: A1). Zoellick’s quote therefore added fear to the ‘rescue’ frame. The Financial Times omitted to reveal the World 
Bank Group’s culpability for colluding with the International Monetary Fund (IMF) and major Wall Street banks to 
systematically impoverish the so-called ‘developing world’ (as outlined in chapter two) (Chossudovsky, 2003; Chossudovsky, 
2010b: 153-172; Peet 2003; Perkins 2004; Klein 2007). The World Bank Group is owned by it members, which comprise 184 
countries. It makes loans and stipulates policy for recipient countries in the so-called ‘developing world’ (also termed 
‘emerging economies’). But the World Bank’s policy is biased to fund large, expensive infrastructural projects built 
predominantly by American corporations. Such projects were designed to be impossible for the ‘Third World’ countries to 
repay so that they would be vulnerable to the subsequent imposition of economic ‘shock treatments.’ In the context of the 
‘crisis’ narrative, this meant that Zoellick was signaling that the global banking cartel was willing to inflict severe economic 
depression if governments did not provide more tax-payer ‘capital’ in the form of a bailout. This would interest investors 
reading the Financial Times who understood the World Bank’s history.  

395 The Times joined in the rituals of animosity directed toward no-voting politicians that were on open display in the US 
newspapers. In its October 1 lead story headlined “Brown in struggle to shore up bank rescue,” The Times’ reporters stated 
Bush had made two “direct appeals to rebels in 24 hours” (Hosking, Power & Webster 2008, October 1: 1). The reporters 
quoted Bush who brazenly threatened the citizenry when he stated, “Millions of Americans were facing the real prospect of 
economic hardship” (Bush as cited in Hosking et al. 2008, October 1: 1). The journalists remained submissive to the ‘rescue’ 
frame and therefore merely reported his threat as though it were a benign warning. 

396 The Emergency Economic Stabilization Act of 2008 is widely cited as being 451 pages long (Arent Fox 2008, October 10; 
LaBrosse 2011: 60; Sidlow, Henschen, Gerston & Christensen 2011: 259). The Act is actually 169 pages (Public Law 110 – 
343 n.d.). The New York Times first reported it as being over 450 pages (Hulse 2008, October 1; Hulse 2008, October 2, 
A29) and was subsequently reported to be over 400 pages (Hitt & Lueck 2008 October 1: A4, WSJ; Hitt & Lueck 2008 
October 4: A4, WSJ; Montgomery & Kane 2008, October 4: A8, WP; Sorkin 2009: 504). The figure of 451 appears to have 
been a wry joke aimed at journalists, since it could be expected that not many – if any – would actually read the legislation. 
The symbolic value of 451 pages lays with the Act’s genesis in the “Break the Glass” ‘contingency plan’ to ‘rescue’ the FIRE 
sector, and the figure’s correlation to Ray Bradbury’s dystopian novel Fahrenheit 451, in which paper is said to combust at 
this temperature (Bradbury 1976). Given that in the world of Fahrenheit 451, firemen do not fight fires, but instead they burn 
the homes of those caught breaching a law that bans books, there is a similarity to the criminogenic world of Wall-Street-
Washington-City Complex, wherein the ‘rescuers’ of the financial system had worked to create the financial crisis (from which 
they expected to gain economically and politically). The ‘rescuers’ of the financial system could do their work confident that 
journalists would fail to follow the paper trail of the money, so to speak. 

397 On Friday October 3, the day the House passed the bailout bill, the American daily newspapers distracted their audiences 
with inane coverage of the televised vice-presidential debate from the previous evening. The underlying logic to the rhetoric 
between Democrat Joe Biden and Republican Sarah Palin was designed to win over Main Street voters by emphasizing how 
the ‘rescue’ of the financial system was positive for the economy (Barnes & Eilperin 2008, October 3, A1, WP; Healy 2008, 
October 3: A1, NYT; Meckler & Cooper 2008, October 3: A1, WSJ). The reports focussed on the drama, the gaffs and their 
contrasting speech styles, since the ritual lacked substance. Thus, by prioritizing this political theatre of the vice-presidential 
debate, the lead stories communicated that hope for Main Street America lay with the election, rather than in investigating 
financial wrongdoing and remedies for the macro-economy. This was in effect a ‘Last Supper’ ritual because it was a dinner-
time discussion in which accusations flew (the subtext of which meant that a betrayal of the masses had occurred). 

398 Furthermore, their hand shake also symbolized a ‘Grip of Death’ ritual, since this gesture was ritually performed to seal 
loan deals in times past. As Michael Rowbotham (1998) points out in his book The Grip of Death: A Study of Modern Money, 
Debt Slavery and Destructive Economics, whole societies are subject to the ‘grip of death’ over ‘their’ houses, businesses 
and land because of the structural scarcity of cash and the abundance of private and public debt. Rowbotham explains that 
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the ‘death grip’ has its roots in medieval times and meant a ‘dead pledge’ (mortuum vadium) or mortgage. Dead pledges 
represented a security for a large loan, against the borrower’s estate, that land owners made against their property when 
they were in “dire financial need” (Blackstone 2009 [1796]: 121; Rowbotham 1998: 31). Such loans were called ‘dead 
pledges’ because it was considered unlikely that the borrower would be able to repay the loan and would forfeit the land to 
the lender. Thus, the land would be “for ever dead and gone” from the borrower (Blackstone 2009 [1796]: 121). In sum, the 
‘Grip of Death’ ritual between Paulson and Bush ‘sealed the deal’ of a bailout that was the ‘solution’ to a financial ‘crisis’ that 
involved a deliberately created housing repossession ‘crisis.’ 

399 Even after the bailout passed, the commentary in the news reports continued to have a sardonic tone toward politicians 
who disagreed with the bailout and therefore a cynical attitude about democratic participation was evident. An exemplary 
example appeared in The Times on October 4 in a page three report headlined “US Congress approves the $700bn bailout 
after a change of heart over market crisis” (Reid 2008, October 4: 3). Reporter Tim Reid stated that there had been a change 
in “sentiment” expressed by constituents during the week and that the “rebels” had “reversed course.” The constituents listed 
were small business owners, bank managers and Chambers of Commerce, whom had reported they could not access credit. 
Importantly, the reporter Tim Reid did not question why the so-called ‘richest nation on earth’ needed credit, nor did he ask 
why there was so little cash. Reid constructed a ‘rescue’ frame in his report “US Congress approves the $700 bailout…” that 
contained a fear frame. Reid stated, “Having defeated the Bush Administration’s plan in a stunning rebellion on Monday – a 
move that wiped $1.2 trillion off shares in less then [sic] two hours, chastened congressmen lined up yesterday to declare 
that they now understood that the entire US economy faced catastrophe without the rescue package” (Reid 2008, October 4: 
3). Reid presented the possibility of financial catastrophe as self-evident. The Times’ reporter also ‘failed’ to point out that the 
public was also excluded from the private meetings involving ‘government’ officials, elected representatives and vested 
interest lobbyists following the House rejection on Monday September 29. Therefore, it was easy for The Times’ reporter to 
argue in a sardonic tone that the House politicians “understood” the imminent calamity for the American economy in the 
absence of the bailout. 

400 Similarly, New York Times reporter Carl Hulse quoted Republican Joe Barton who amusingly stated, “The bailout 
legislation that the Senate is sending back to the House is a fraternal twin to the one I voted against on Monday – meet the 
new bill, same as the old bill” (Barton as quoted in Hulse 2008, October 2: A29). 

401 The American monetary officials were well aware that AIG underwrote savings and investment plans (Paulson 2011: 233). 
The 401(K) plans had an in-built incentive that deterred American workers from exiting early from the scheme, because such 
stakes would then be liable for income tax (Ashman 2009: 109). AIG FP was one of several ‘monoline insurers’ that 
specialized in underwriting asset backed securities, including suprime-mortgage related securities (Engdahl 2009: 339; 
Jacobs 2010: 29). The most significant monoline insurers or sureties were: ACA Financial Guaranty Corporation, Ambac 
Financial Group, Assured Guaranty Corporation, Bluepoint Re Ltd, Financial Guaranty Insurance Company, Financial 
Security Assurance, MBIA Insurance Corporation, MGIC Investment, PMI Guaranty Co., Radian Asset Assurance Inc., RAM 
Reinsurance Company, and XL Capital.  

402 A semblance of skepticism also became more perceptable in the news reports after the bailout bill’s passage. Also on 
October 4, a page three Wall Street Journal article headlined “The financial crisis: Paulson’s stature takes a beating among 
lawmakers” explored the criticisms of the Treasury secretary (Solomon 2008, October 4: A3). Reporter Deborah Solomon 
claimed that “his defenders” said it was never his purpose to gain “unchecked powers” as the reporter worded it. Solomon 
recalled that Paulson had stated in committee testimony the previous week that he regarded presenting a more substantial 
proposal as “presumptuous” since it would undermine Congress’ authority. Solomon neglected to seek the views of others 
without vested interests concerning these details. They could have pointed out that the Treasury routinely proposes vague 
bills without a definite sum in order that the politicians acquiesce in fear (instead of providing them with details, plans and 
supporting substantive evidence from which to judge its merits) (Sorkin 2009). 

403 An October 4 New York Times’ front-page report, headlined “For Treasury Dept., Now comes the hard part,” downplayed 
the speed politics involved in the Treasury programs even as it revealed some details (Landler & Andrews 2008, October 4: 
A1). The journalists stated that Treasury officials were designing the program and the plan was to “outsource” this work to 
asset management firms. These Treasury officials were: Neel Kashkari, Phillip Swagel, David Nason, Kevin Fromer, Peter 
McCarthy and Kenneth Carfine. Among the asset management firms named were BlackRock, Pacific Management 
Investment Company (Pimco) and Legg Mason. Three other Treasury officials, who were former senior Goldman executives 
named in the report were, Edward Frost, Kendrick Wilson and Dan Jester. They evidently did not have undue influence. The 
reporters recruited an ‘outside source,’ Alan Blinder, the former vice chairman of the Federal Reserve, who rationalized the 
inherent conflicts of interest, even as he expressed ‘concern’ about the matter. Blinder’s rationalization was subtle because 
he claimed that unless there was someone “of the stature and honesty of a Paul Volcker running it, you need to worry a lot 
about conflicts of interest.” Blinder’s mention of Volcker was particularly ironic since he had been a key player in causing the 
world recession of 1982 while he was chairman of the Federal Reserve. Volcker, who was another David Rockefeller 
protégé, raised the federal reserve fund’s rate in 1979 in order to serve the Anglo-American oligarchy’s interests (as outlined 
in chapter two). By 1980, US banks were charging 20% for ‘loans’. The Volcker policy shock, which copied the Thatcher 
monetarist revolution, helped drive the de-industrialization of the United States (Engdahl 2009: 272-279; 282-295). In other 
words, Blinder tacitly communicated there was no one in the United States with both the skill and integrity to run the bailout 
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programs. Thus, conflicts of interests were being constructed upon circumstantial evidence as public policy. Notably, it was 
Alan Blinder who disingenuously used the Saviour metaphor at the Jackson Hole central bankers conference in August 
2008, when he cast the Federal Reserve as ‘the little Dutch boy’ saving a town from its ‘own’ folly of building on a flood plain, 
as mentioned in chapter four.  

404 The large photo on The Guardian Weekly’s front-page was of House speaker Nancy Pelosi speaking at a press 
conference after the bill’s rejection on September 29, with Barney Frank, the chairman of the House Committee on Financial 
Services, standing beside her. 

405 The version that appeared in The Washington Post was called “They just don’t get it” (Pearlstein 2008, September 30: 
D1). 

406 Pearlstein explained that the core reason underlying the House of Representatives rejection of the bailout bill was “that 
too many people don’t understand the seriousness of the situation” (2008, October 3: 17). 

407 Apparently, there was just one course of action in a world where the new norm would be “less debt,” and that was “to 
have governments globally borrow gobs of money and nationalise large swaths of the financial system” (Pearstein 2008, 
October 3: 17). Pearstein essentially argued a takeover option, wherein everyone (including governments) would eventually 
realize that state’s would need to buy stakes in financial institutions, in order to recapitalize, restructure and make them 
profitable before they would be ready for private sector ownership again, as Johnson & Kwak argue in 13 Bankers (2010). 

408 Also omitted was an explanation as to why the American governments’ central bank could apparently print money, yet the 
government itself had to borrow money (which increased the public debt because its Treasury Department issued new debt 
as securities) (Brown 2008; Griffin 2008; Hudson 2010).  

409 BusinessWeek’s consumer investors and business people were connected with the report’s expert sources on the ‘credit 
freeze.’ One expert was Laurence Fink, the CEO of an investment and asset management firm, BlackRock. Fink stated, 
“Cost of capital for corporations is increasing dramatically, and if we don’t stabilize that market, it will be a catastrophe” (Coy 
2008, October 13: 21- 22). This was because there were not enough investors willing to invest in money market funds (they 
in turn ‘buy’ commercial paper that companies issue to gain funds) (Coy 2008, October 13: 21-22). Ironically, BlackRock was 
also a money market fund, but this fact was omitted from the article (Henriques 2008, October 2). Coy used a medical-
biological metaphor to vaguely explain that banking was in a state of ill-health and was thus relying on the Federal Reserve’s 
“life support” system. 

410 Fortune’s October 13 edition was designed to distance its readers from America’s middle class values, legitimize the 
bailout and obscure the goals underpinning the huge bank mergers (Easton 2008: 34; Tully 2008, 39). The cover page of this 
edition was a photo of five businesswomen from Silicon Valley, whom were all power-dressed in black suits. 

411 The word populism actually refers to the broader needs, aspirations and values of society that the investment class 
sought to limit. Indeed, the term populism has a history. It is derived from the Populist Movement of the 1890s who 
campaigned on the conviction that money should be produced as “a function of the government,” rather than controlled by 
private banks (Bryan as cited in Brown 2008: 15; Still 2009). 

412 The economic hardship endured by America and much of the world from 1931 to 1939 is etched in cultural memories. At 
a deeper level, it symbolizes the power and callousness of Anglo-American financial oligarchs from this crisis-past to inflict 
such hardship, since Wall Street-Washington interests had engaged in a rivalrous financial battle with their British 
counterparts from the City during the 1920s and 1930s. The US ‘Money Trust’ interests were determined to become the 
dominant global financial power and this meant displacing the financial and military dominance of the British Empire. To 
achieve that required first winning the legal power to cast ‘the American people’ as taxpayers, obtained in 1933, so that they 
would become permanent underwriters and financiers of the debt-based monetary system; and second, another World War 
in order to emerge as the dominant military power (Brobst & Beddoe 1991; Engdahl 2004; 2009: 114-115; Griffin 2008; Still 
2009). Thus, the increasingly frequent mention or suggestion of the Great Depression in the news coverage was intended to 
invoke fear in ordinary Americans and act as a control mechanism for financial and political elites who could see through the 
sanitized history of the Wall Street-Washington Complex (Brady et al. 2008, September 17: A27; Hilsenrath et al. 2008, 
September 18: A1, WSJ; Hilzenrath & Kessler, 2008 September 17: A1, WP; Irwin & Appelbaum 2008, September 22: A1, 
Irwin & Cho 2008, September 15: A1, WP, Kessler & Hilzenrath 2008 September 16: A1, WP). 

413 In his study of the formative role the US news media played in covering up systemic white-collar crime during the Enron 
era, James Williams (2008) referred to an ‘imagined investor’ that occupied a privileged place in the news media. 

414 In a Washington Post story headlined “Fresh signs of recovery…” from September 25, the reporters quoted David 
Rubenstein, the co-founder of a Washington-based buy-out firm – the Carlyle Group – who stated, “When history is written, 
this could be seen as the turning point.” Rubenstein’s claim regarding a ‘turning point’ belied the ongoing aggressive rivalry 
among the financial oligarchs (Landy & Heath 2008, September 25: D1). Indeed, the firm itself had undergone a ‘turning 
point’ once the Federal Reserve’s new credit facilities became fully operational, following the takeover-bailout of Bear 
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Stearns (Brunnermeier 2009: 88). The Carlyle Group owned 15% of a hedge fund called Carlyle Capital that had been in 
default for $16.6 billion worth of loans in March 2008. Carlyle Capital’s creditors had included Bear Stearns. Now, The  
Washington Post reported the Carlyle Group had “$40 billion in cash” (Currie & Beales, 2008 September 25: A2).  

415 Hence, Buffett’s statements on CNBC that the financial crisis was an “economic Pearl Harbor” can be interpreted for its 
metalevel meaning that the financial oligarchy was prepared to be as callous and devious as need be to achieve their 
objectives (Landy & Heath 2008, September 25: D1, WP; White 2008, September 24: A25, NYT). Contrary to popular 
cultural memory, the Japanese attack on Pearl Harbor on December 7 1941 was neither unprovoked, nor a surprise, since a 
secret inner circle around president Roosevelt had conspired with the British and Dutch governments to cut off crucial 
supplies of oil, steel and aviation lubricants to Japan. This strategy, embarked upon in early 1941 after US military 
codebreakers successfully deciphered Japanese diplomatic and military encrypted communications in December 1940, was 
intended to draw the United States into another global war from which America’s oligarchs wagered they would emerge as 
controllers of the world’s dominant military and financial power (Churchill 1954: 341, 350, 459, 470, 473; Engdahl 2004; 
2009; Gole 2003; Stinnet 2001: 61, 180-188, 261-263). Therefore, the metalevel meaning embedded in Buffett’s reference to 
Pearl Harbor suggests a coup d’état by financial means. 

416 Indeed, according to Bloomberg, Paulson acknowledged this weak choice at a private lunch with numerous hedge fund 
and investment firm heads on July 21 2008, in the offices of Eton Park Capital Management (Teitelbaum 2011, November 
30). At this meeting, which was attended by several former Goldman Sachs executives, Paulson stated that in his treatment 
of Bear Stearns shareholders, he had relented. Not surprisingly, Paulson omitted this information from his book On the Brink 
(2011). 

417 Various ‘wealth’ reports on the rich and super-rich reveal varying findings (Becerra et al. 2010; Capgemini & Merrill Lynch 
Wealth Management 2011; Deloitte Center for Financial Services 2011; Keating et al 2011; Knight Frank and Citi Private 
Bank 2012; Wealth-X 2011). The data is aggregated, which renders individuals ‘invisible.’ Data on individuals is expensive to 
obtain. None of the ‘wealth’ reports acknowledge that the use of tax-secrecy haven networks by the rich and super-rich 
occurs with the complicity of governments. Therefore, the difficulty and expense in determining their weath with precision 
occurs because oligarchs exert control over political and legal systems to ensure their fortunes are hard to track (Palan et al. 
2010; Shaxson 2011; Winters 2011). Nor do they acknowledge that this wealth is based on privately created credit and 
speculative derivatives, public debt, exploitation and conquest, whether inherited or not (Chossudovsky, 2003; Engdahl, 
2004; 2009; Jarecki 2006; Rowbotham 1998; 2000).  

418 The meeting of April 15 2008 between Treasury officials, including Henry Paulson, and the chairman of the Federal 
Reserve, Ben Bernanke, was a discussion of a proposal to recapitalize the banking system with cheap tax-funded federal 
credit (Sorkin 2009: 83, 90-92). Inherent to the “Break the Glass” plan was the idea to delay its implementation, as its title 
symbolized, to a time when – not if – circumstances would be so severe, that its urgent appoval by Congress would be more 
likely. 
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