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                                          The Coming Bubble

                                          Over the last decade or so, there’s been an absolute
                                          explosion in student loans, growing from $260
                                          billion in 2004 to $1.31 trillion last year.

                                          The total value of student loans in America today is
                                          LARGER than the total value of the past bubble at the
                                          peak o                                          peak of the financial crisis and just like the subprime
                                          mortgages, many student loans are in default.

                                          According to the Fed’s most recent Household Debt 
                                          and Credit Report, the student loan default rate is
                                          11.2%, almost the same as the peak mortgage default
                                          rate in 2010.
 
                                          Millions o                                          Millions of homes were underwater, so when borrowers
                                          didn’t pay, lenders didn’t have sufficient collateral to
                                          cover their loan exposure.  With student loans, there is
                                          no collateral. Lenders have no security to recoup their
                                          loans.

                                         So when students don’t pay, someone is going to take a
                                         hit.

                                                                                  That ‘someone’ will likely be you.

                                         That’s because hundreds of billions of dollars of these
                                         student loans are either owned or guaranteed by the
                                         United States government.

                                         So as borrowers stop making payments, it’s the
                                         taxpayer who will suffer yet another massive loss. 

In In fact, Federal Reserve data once again show that, for at least 25% of 
college graduates, salaries are no higher than for people with just a high 
school diploma.

What did any of us really know at age 18? And how many of us could have 
accurately predicted our life’s path?

lThe Last Bubble

In 1988, a bank called Guardian Savings and Loan made financial history by 
issuing the first ever “subprime” mortgage bond.The bank essentially took all 
the mortgages they had loaned to borrowers with bad credit, and pooled 
everything together into a giant bond that they could then sell to other banks 
and investors.  The idea caught on, and pretty soon, everyone was doing it.

Early subprime lenders like FirstEarly subprime lenders like First Alliance Mortgage Company (FAMCO) had 
spent years making aggressive loans to people with bad credit, and 
eventually the consequences caught up with them.  FAMCO declared 
bankruptcy in 2000, and many of its competitors went bust as well.

Wall Street claimed that it had learned its lesson, and the government gave 
them all a slap on the wrist.  But it didn’t take very long for the madness to 
start again.

By 2002, banks were already loaning money to high-risk borrowers.By 2002, banks were already loaning money to high-risk borrowers. And by 
2005, all conservative lending standards had been abandoned.  Borrowers 
with pitiful credit and no job could borrow vast sums of money to buy a house 
without putting down a single penny.  It was madness.

By 2007, the total value of these subprime loans hit a whopping $1.3 trillion. By 2007, the total value of these subprime loans hit a whopping $1.3 trillion. 
Remember that number.And of course, the next year the entire financial 
system came crashing down. It turned out that making $1.3 trillion worth of 
idiotic loans wasn’t such a good idea.

By 2009, 50% of those subprime mortgages were “underwater”, meaning that By 2009, 50% of those subprime mortgages were “underwater”, meaning that 
borrowers owed more money on the mortgage than the home was worth.  In 
fact, delinquency rates for ALL mortgages across the country peaked at 
11.5% in 2010, which only extended the crisis.
Can This happen again???

Since 1980 the cost of college tuition has tripled while the average income has remained 
basically the same. As a result families have struggled to send their kids to college at a time 
when a college education has become more critical than ever to even just being able to 
survive in the job market. The result has been an explosion in student loan debt

CRISIS

     This new bubble is even 

         “bigger”


