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Current debates about economic crises typically focus on the role that public debt
and debt-fueled public spending play in economic growth. Thisilluminating and
provocative work shows that it is the rapid expansion of private rather than
public debt that constrains growth and sparks economic calamities like the
financial crisis of 2008.

Relying on the findings of ateam of economists, credit expert Richard Vague
argues that the Great Depression of the 1930s, the economic collapse of the past
decade, and many other sharp downturns around the world were all preceded by a
spike in privately held debt. Vague presents an algorithm for predicting crises
and argues that China may soon face disaster. Since American debt levels have
not declined significantly since 2008, Vague believes that economic growth in
the United States will suffer unless banks embrace a policy of debt restructuring.

All informed citizens, but especially those interested in economic policy and
history, will want to contend with V ague's distressing arguments and evidence.
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Current debates about economic crises typically focus on the role that public debt and debt-fueled public
spending play in economic growth. Thisilluminating and provocative work shows that it is the rapid
expansion of private rather than public debt that constrains growth and sparks economic calamities like the
financia crisis of 2008.

Relying on the findings of ateam of economists, credit expert Richard V ague argues that the Great
Depression of the 1930s, the economic collapse of the past decade, and many other sharp downturns around
the world were all preceded by a spike in privately held debt. Vague presents an algorithm for predicting
crises and argues that Chinamay soon face disaster. Since American debt levels have not declined
significantly since 2008, Vague believes that economic growth in the United States will suffer unless banks
embrace a policy of debt restructuring.

All informed citizens, but especially those interested in economic policy and history, will want to contend
with Vague's distressing arguments and evidence.
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Editorial Review
Review

"If you want to understand why financial crises occur, read The Next Economic Disaster. In this penetrating
new book, serial entrepreneur Richard Vague succinctly documents how al financial collapses originate with
too much private borrowing. In plain English, he outlines some of the steps we need to take to avoid the next
cataclysm."—L iaquat Ahamed, author of Lords of Finance: The Bankers Who Broke the World

"Economists failed to predict the 2007 meltdown and they're on course to miss the next onetoo. Asa
consumer lending practitioner who saw it coming, Richard Vague's voice should not be ignored. His
emphasis on the dangers of rising private household debt is a key both to the last crisis and the next."—Ed
Luce, Financial Times Chief U.S. Commentator and Columnist

"Weall know that too much debt is bad. But if you want to know how bad, you need to read this book.
Packed with insightful analysis, it is a must-read for anyone who wants to understand how we got onto the
road to financial ruin—and how to avoid the next disaster."—Megan McArdle, Bloomberg View

About the Author
Philanthropist and former banker Richard Vague is a managing partner of Gabriel Investments and Chairman
of The Governor's Woods Foundation.

Excerpt. © Reprinted by permission. All rights reserved.
Preface

The U.S. economy is elbowing its way to recovery. In fact, booms have returned to some pockets of the
economy. Unemployment is still painfully high but is coming down. The GDP could grow by 3% or morein
2014, and the stock market is at historic highs. The rest of the world is struggling back as well.

There is one statistic that could return the global economy to the terrible old days of 2007-2008. It is one |
learned about during my 30 years in banking, much of that time as cofounder, president, and then CEO of
one of the nation's largest consumer lenders. Although my bank did not make mortgage loans, from my
ringside seat to the lending industry, | saw the massive increase in mortgage loans starting in the early 2000s
that helped make me an expert on an under-recognized yet critical economic indicator: private debt. That
might sound esoteric, but stay with me to see how this one element in the economy is responsible for the
Financial Crisis of 2008 and will precipitate the next oneif it goes unheeded.

The ideathat private debt can accumulate to the point that it is harmful comes from the very beginnings of
civilization. On occasions when debt had increased to certain levels, rulersin places like ancient Egypt,



Babylon, and Isragl canceled debts of the people and gave them a clean dlate.

Closer to home, between 2001 and 2004, U.S. household mortgage debt increased a mind-boggling 48
percent. | worried that the inevitable bad loans from this mortgage tsunami could engulf our business as well.
So | asked industry economists about it, only to hear that since the value of consumer homes and stock
holdings had increased more than mortgage loans, there was no cause to worry. As alender, | knew that even
if that were true, consumers would have to sell assetsto pay back their now significantly higher levels of
debt, and that meant our industry was in for terrible problems. It did not matter that | was not in that
particular business. Just as arising tide lifts all boat, atsunami overwhelms everyone. We were all going
down with the ship.

And so we did. By 2007, this same mortgage debt had increased by an unthinkable 99 percent in just six
years, and the financial industry was soon overwhelmed by the greatest crisis since the Great Depression.
Some perished. It isamiracle that anyone survived.

There were many arguments over who and what were to blame. As it became clear to me that the frenetic
growth of private loans was the culprit, | wondered whether rapid loan growth was the cause of other epochal
crises—such as the Great Depression and the Japan Crisis of 1991. And if so, was private debt the only
cause, or were there other factors? If | could answer those questions, could we realistically predict and
prevent future crises?

Before | could drill down on those questions, the debate was hijacked by loud voices invested in moving the
debate over to government debt and avery different and rancorous discussion of "stimulus vs. austerity."
Despite the noise, | conducted my own investigation of these issues, hiring ateam of economists as part of
the effort. When we started to dig in, we found that data and analysis of private debt were not as readily
available as | would have thought, particularly outside the U.S., so we set out to gather and analyze all the
available private debt data.

The results were eye-opening.

In fact they were so unexpected that | took the further step of visiting with dozens (and dozens) of different
economists from a broad spectrum of viewpoints to get their sense of my findings. The reactions ranged from
rejection to enthusiasm, but they were always instructive. | retained a second group of economiststo poke
holesin the findings of the first team. | listened carefully. This book isthe result of all of that work. It tells
the story of past crises (as opposed to mere recessions), a prediction of alooming crisis we may collectively
face, and an analysis of the paradox of debt itself.

Lurking underneath is a deeper concern about the long-term trend-line of private debt in our nation and the
world. Private debt has grown faster than income and GDP (Gross Domestic Product, a measure of the size
of acountry's economy) for avery long time—back 200 years, in fact. A high level of private debt makes an
economy more vulnerable to crises and impedes stronger growth. So continuing this trend will assuredly
bring escalating problems. Whatever elseit is, this book is my modest contribution to a debate about the
central role of private debt in economic trends and the wisdom of changing the global course from its
current, perilous path.

Users Review

From reader reviews:



George Clark:

What do you think of book? It isjust for students because they're still students or that for all people in the
world, the actual best subject for that? Just you can be answered for that issue above. Every person has
several personality and hobby for each other. Don't to be pressured someone or something that they don't
need do that. Y ou must know how great along with important the book The Next Economic Disaster: Why
It's Coming and How to Avaoid It. All type of book can you see on many solutions. Y ou can look for the
internet resources or other social media.

Donald Cor bett:

What do you concerning book? It is not important together with you? Or just adding material if you want
something to explain what your own problem? How about your time? Or are you busy man or woman? If
you don't have spare time to compl ete others business, it is gives you the sense of being bored faster. And
you have time? What did you do? Every person has many questions above. They should answer that question
simply because just their can do this. It said that about book. Book is familiar on every person. Yes, itis
suitable. Because start from on kindergarten until university need that The Next Economic Disaster: Why It's
Coming and How to Avoid It to read.

Erin Marshall:

The particular book The Next Economic Disaster: Why It's Coming and How to Avoid It has alot of
information on it. So when you check out this book you can get alot of gain. The book was compiled by the
very famous author. This articles author makes some research before write this book. This book very easy to
read you will get the point easily after reading this article book.

Michael Mitchell:

A number of people said that they feel fed up when they reading aguide. They are directly felt it when they
get ahalf portions of the book. Y ou can choose typically the book The Next Economic Disaster: Why It's
Coming and How to Avoid It to make your personal reading isinteresting. Your current skill of reading
talent is developing when you like reading. Try to choose very simple book to make you enjoy you just read
it and mingle the sensation about book and reading especially. It isto befirst opinion for you to like to start a
book and go through it. Beside that the publication The Next Economic Disaster: Why It's Coming and How
to Avoid It can to be your brand new friend when you're feel alone and confuse with what must you're doing
of that time.
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