
 

US Housing Bubble Timeline 

• 2005:  
o Robert Shiller gives talks warning about a housing bubble to the Office 

of the Comptroller of the Currency and the Federal Deposit Insurance 
Corporation. He is ignored, and would later call it an incidence of 
Groupthink. That same year, his second edition of "Irrational 
Exhuberance" warns that the housing bubble might lead to a worldwide 
recession.  

o January:  
 Federal Reserve Governor Edward Gramlich raises concerns 

over subprime lending practices, says mortgage brokers might 
not have incentives for careful underwriting and that that 
portion of the subprime industry was veering close to a 
breakdown, that it's possible that it is a bubble but that the 
housing market did not qualify for specific monetary policy 
treatment at this point.  

 The Bank of International Settlements warns about the 
problems with structured financial products, and points out the 
conflict of interest of credit rating agencies - that they are being 
payed by the same companies they are supposed to be 
objectively evaluating.  

o August: Raghuram Rajan delivers his paper "Has Financial 
Development Made the World Riskier?", warning about credit default 
swaps, at the Jackson Hole Economic Symposium. His arguments are 
rejected by attendees, including Alan Greenspan, Donald Kohn, and 
Lawrence Summers.  

o Fall 2005: Booming housing market halts abruptly; from the fourth 
quarter of 2005 to the first quarter of 2006, median prices nationwide 
drop 3.3 percent.  

• 2006:  
o May: The subprime lender Ameriquest announces it will cut 3,800 

Jobs, close its 229 retail branches and rely instead on the Web[76]  
o May: Merit Financial Inc, based in Kirkland, Washington, files for 

bankruptcy and closes its doors, firing all but 80 of its 410 employees; 
Merit’s marketplace decline about 40% and sales are not bringing in 
enough revenue to support overhead.  

o August: U.S. Home Construction Index is down over 40% as of mid-
August 2006 compared to a year earlier.  

o September 7: Nouriel Roubini warns the International Monetary Fund 
about a coming US housing bust, mortgage-backed securities failures, 
bank failures, and a recession. His work was based partly on his study 
of recent economic crises in Russia (1998), Argentina (2000), Mexico 
(1994), and Asia (1997)  

o Fall 2006 J.P. Morgan CEO Jamie Dimon directs the firm to reduce its 
exposure to subprime mortgages.  

o December 2006 Goldman-Sachs claims after the fact that it began 
reducing its exposure to subprime mortgages at this point. It also 
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begins increasing its short positions. Others claim these risk decisions 
were made in the spring and summer 2007.  

• 2007: 
o January 3: Ownit Mortgage Solutions Inc. files for Chapter 11. 

Records show that Ownit Mortgage Solutions owed Merrill Lynch 
around $93 million at the time of filing.  

o February 5: Mortgage Lenders Network USA Inc., the country's 15th 
largest subprime lender with $3.3 billion in loans funded in third 
quarter 2006, files for Chapter 11.  

o February–March: Subprime industry collapse; several subprime 
lenders declaring bankruptcy, announcing significant losses, or putting 
themselves up for sale. These include Accredited Home Lenders 
Holding, New Century Financial, DR Horton and Countrywide 
Financial  

o April 2: New Century Financial, largest U.S. subprime lender, files for 
chapter 11 bankruptcy.  

o June 7: Bear Stearns & Co informs investors in two of its funds, the 
High-Grade Structured Credit Strategies Enhanced Leverage Fund and 
the High-Grade Structured Credit Fund that it was halting redemptions.  

o August 9: French investment bank BNP Paribas suspends three 
investment funds that invested in subprime mortgage debt, due to a 
"complete evaporation of liquidity" in the market. The bank's 
announcement is the first of many credit-loss and write-down 
announcements by banks, mortgage lenders and other institutional 
investors, as subprime assets went bad, due to defaults by subprime 
mortgage payers. This announcement compels the intervention of the 
European Central Bank, pumping 95 billion euros into the European 
banking market.  

o September 17: Former Fed Chairman Alan Greenspan said "we had a 
bubble in housing" and warns of "large double digit declines" in home 
values "larger than most people expect."  

o September 18: The Fed lowers interest rates by half a point (0.5%) in 
an attempt to limit damage to the economy from the housing and credit 
crises.  

2008:   

September 25:  Washington Mutual is seized by the Federal Deposit Insurance 
Corporation  
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