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What we learned from 9-11: major disasters can be used 

to justify major changes ïfrom giving up personal rights 

to giving up national sovereignty. Naomi Klein calls it the 

ñshock doctrineò or ñdisaster capitalism.ò 



A lesser known 9-11:  September 11, 2008 was the day 

Lehman Brothers was bombed in the stock market.



Although Lehman went bankrupt on Sept 15, its stock  

actually collapsed on Sept 11 ïits highest trading 

volume and biggest drop ever before bankruptcy.
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The Lehman bankruptcy was the largest in history, 

sending shockwaves around the world. 



It was a ñcatalyzing event.ò  Banks that were ñtoo big to failò 

would thereafter be rescued by the taxpayers, no matter 

what the cost.
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What went wrong?  Lehmanôs stock hit its all-time high in 

2007, and the bankôs books seemed to be in no worse 

shape than other Wall Street banks.  



ÅCEO Richard Fuld said Lehman 

was brought down by false 

rumors and illegal naked short 

selling.  

ÅBy Sept 11, per the SEC, as 

many as 32.8 million LEH shares

had been sold and not delivered 

ïmore than a 57-fold increase

over the prior yearôs peak.  



Lehman had the assets to back its liabilities, so 

technically it was not ñinsolvent.ò  It was ñilliquidò ïthe 

other banks would not lend to it. 

ÅIn March 2010, the Lehman 

bankruptcy trustee reported 

that JPMorgan and 

Citigroup contributed to 

Lehmanôs fall by 

demanding additional 

collateral for their short-

term loans ïalthough 

JPMôs own analysis 

indicated that it was 

actually over-collateralized.  



Bear Stearns, too, had the collateral but was illiquid, 

because the other banks would not lend to it. 

ÅIn March 2008, the FRBNY 

agreed to lend Bear $25 

billion, to provide the liquidity 

the market would not 

provide.  Then it changed its 

mind and lent the money to 

JPM to buy Bear for 

$2/share, down from a high 

of $133.  The loan was made 

ON BEARôS OWN 

COLLATERAL.



ÅBen Bernanke called it a ñbailout,ò 

but for Bear it was a ñhostile 

takeover.ò  Bernanke defended it  

as necessary to prevent a 

massive wave of cross-defaults 

and ñchaotic unwindingò of 

investments across U.S. markets.  

ÅBernanke and Paulson worked all 

summer for a TARP-type bank 

bailout, but Congress was slow to 

go along.

ÅThey needed an economic 9-11.



ñLehman Had to Die, It Seems, So Global Finance 

Could Live,ò   NYTimes, Sept 14, 2009

ÅñLehman Brothers became a victim, 

in effect the only true icon to fall in a 

tsunami that has befallen the credit 

markets.ò

-- Judge James Peck, the bankruptcy 

judge ruling on the case

ÅLawrence MacDonald says in ñA 

Colossal Failure of Common Senseò 

that the free market was allowed to 

work for only one day.  Lehman was 

just ñput to sleepò with a pillow over 

her head.


