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The resulting advance of global financial markets has markedly
improved the efficiency with which the world’s savings are invested. ..
As T saw it, from 1995 forward, the largely unregulated global markets,
with some notable exceptions, appeared to be moving smoothly from
one state of equilibrium to another. Adam Smith’s invisible hand was
at work on a global scale. But what does that invisible hand do? ...
Given the trillions of dollars of daily cross-border transactions, few of
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which are publicly recorded, indeed how can anybody be sure that an
unregulated global system will work? Yet it does, day in and day out.
Systemic breakdown occur, of course, but they are surprisingly rare.
Confidence that the global economy works the way it is supposed to
work requires insight into the role of balancing forces. (Those forces
regrettably seem more evident to economists than to the lawyers and
politicians who do the regulating.)...

The inevitable mistakes and euphorias of participants in the global
marketplace and the inefficiencies spawned by those missteps produce
economic imbalances, large and small. Yet even in crisis, economies
seem inevitably to right themselves... [crisis] creates opportunities to
reap abnormally high profits in the buying or selling of some goods,
services and assets. The scramble by market participants to seize those
opportunities...eliminate both the abnormal profit margins and the
inefficiencies that create them (Greenspan 2007, 367-368).

PRI DO OR P 93D DRMD OM0IPDT DPIWTY YD MIN 1D0ITA
P2 03 NPYID NP0 0K DWW 7Inabyan TR — ona pnnb yond e
M7 2X7M2 777 %0 ,0n%YA 0003 OF 7aK 0772w W1 DHyDow 1103 .07011°00
™ 1991 039YY NN 031D P2 070K D0 D02 PRANY TWOK
X7 PIDR WANA DN DT 1991, 1M DX 1D PR .ONIK T3P N
DXNT2 IR0 DX DAY MIZIX DY 2T5TM0 pIaT 91D YRR TR0 IR
CDS (credit — DwanR 0»013°07 D PWand DNaW KOX 12 X1, INIMKD
DX D9%wn INYTP WK — MRNIDWNI MR 20 MR (default swap
,2007 DIWa TIXD KX® 100173 DY 17D0 RPN OWY PPt arKI PR
ST 272 5w AROYRT KPR 190 Ows) 1IWORAY Y1 XD M0y TN
%2 PR AURT DUPWONT WY TIANT (MOIPWNA DRIV NN
2008 921WPINI 2372 DIANPIT 3D IV ,DIAKT LA 293507 Nawnn

AMYD3 1D0IIA TN

“You had the authority to prevent irresponsible lending practices that
led to the subprime mortgage crisis. You were advised to do so by many
others,” said Representative Henry A. Waxman of California, chairman
of the committee. “Do you feel that your ideology pushed you to make
decisions that you wish you had not made?”’
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Mr. Greenspan conceded: “Yes, [’ve found a flaw. I don’t know how
significant or permanent it is. But I’ve been very distressed by that
fact.”
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