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16-18 years later, let's summarize what happened. The GFC began as a financial crisis, with widening credit risk
spreads and very sloppy asset management on the part of banks and non-bank financial institutions. The Fed
incorrectly treated the problem as one of inadequate liquidity (that is, as "monetary"), rather than of counter-party risk.
Easy money led the dollar to weaken to its lowest-ever exchange against the euro, while commodity prices soared
-- nevertheless, credit risk spreads remained high. A pattern emerged (still not resolved in many accounts) of different
monetary measures pointing to different inferences. We consider money growth, the Taylor rule, inflation or NGDP
targeting, etc.

The dollar recovered rapidly as money became tighter after July 2008 -- which correlated with the Lehman collapse in
September, and fears of default contagion. Banks were recapitalized by US Treasury in October 2008, which eased
counter-party concerns -- yet the downturn worsened. By this time, the financial crisis had been superseded by a
monetary-driven downturn. For different reasons, Right and Left both misunderstood the monetary problem (the latter
persisted for years), and what to do about it. Quantitative easing (QE) by the Federal Reserve injected new reserves
beginning in March 2009, which facilitated a slow US recovery. But QE
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