
Street Freak: Money and Madness at Lehman
Brothers
The Rise of a Wall Street Giant

Lehman Brothers was founded in 1850 by three German-Jewish
immigrants in Montgomery, Alabama. The firm initially focused on cotton
trading, but later expanded into a wide range of financial services. By the
early 20th century, Lehman Brothers had become one of the most powerful
investment banks on Wall Street.

Lehman's success was due in part to its aggressive risk-taking and its
ability to innovate. The firm was one of the first to embrace new financial
instruments, such as securitized mortgages and credit default swaps.
However, Lehman's success also masked a culture of recklessness and
greed.
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In the mid-2000s, the housing market in the United States began to
overheat. Lehman Brothers was one of the largest underwriters of
subprime mortgages, which were loans made to borrowers with poor credit.
Subprime mortgages were often bundled together and sold as securities to
investors.

As the housing market began to collapse in 2007, the value of these
subprime mortgage-backed securities plummeted. This caused a chain
reaction that led to the failure of several major financial institutions,
including Lehman Brothers.

The Fall of Lehman Brothers

Lehman Brothers filed for bankruptcy on September 15, 2008. The
bankruptcy of Lehman Brothers was the largest in U.S. history and it sent
shockwaves through the global financial system.

The failure of Lehman Brothers exposed the systemic risks that were
inherent in the financial system. It also led to a loss of confidence in the
financial markets and a sharp decline in economic activity.

Lessons from the Lehman Brothers Collapse

The collapse of Lehman Brothers provides several important lessons for
investors and policymakers. These lessons include:

The importance of risk management. Lehman Brothers took on too
much risk and did not have adequate safeguards in place to protect
itself from losses.

The dangers of excessive leverage. Lehman Brothers used excessive
leverage to increase its returns. However, this leverage also amplified



its losses when the housing market collapsed.

The need for transparency. Lehman Brothers was not transparent
about its risks. This lack of transparency made it difficult for investors
to assess the firm's financial health.

The importance of regulation. Lehman Brothers was able to take on
excessive risk and leverage because of a lack of regulation. This lack
of regulation contributed to the financial crisis.

The collapse of Lehman Brothers was a watershed moment in the history
of finance. It exposed the systemic risks that are inherent in the financial
system and it led to a loss of confidence in the financial markets. The
lessons from the Lehman Brothers collapse are still relevant today and they
should be kept in mind by investors and policymakers alike.

Lehman Brothers was a street freak. It was a firm that took on excessive
risk and used excessive leverage to increase its returns. This strategy
worked for a while, but it ultimately led to the firm's collapse.

The collapse of Lehman Brothers is a reminder that there is no such thing
as a free lunch in the financial markets. The pursuit of high returns always
comes with the risk of loss.
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