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Has Bailing out the Banks Saved  

us from another Great Depression? 

The data says no.  The real economy continues to disintegrate.  The American Indus-

trial Production still far below were it was pre-bank bailout.  The workforce contin-

ues to contract.  Auto production and new home production  remains collapsed. 

This collapse has led to massive increases in base metals at the LME warehouses. 

With debt, that grows exponentially due to interest, the only way to legitimately pay 

it off is through ñworkò or production.   

The maple syrup producer earns money by tapping his maple trees to collect the sap 

and turns the sap into syrup.  Only by producing syrup will he be able to earn money 

to use to pay off his debt. 

As the American economy collapses, there is less ñmaple syrup makingò going on, 

hence, not enough legitimately earned money is being made to pay the debts down.   

What we are experiencing is money being handed out willy-nilly to ñthe producersò 

to use to pay debts or spend on other goods without doing the work.   

Over 10 million Americans receiving an average of $1,500 per month in unemploy-

ment benefits and over 37 million American citizens receiving food stamps. 

This is a potential set up for hyperinflation and far more economic disintegration.   

Weôll all be millionaires, but there wonôt be any maple syrup to buy.  

America needs production to save the economy, not handouts.  Iôm getting worried 

about the path weôve been taking to save the economy from a depression.   
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On Sep 23, 2008, Secretary of the Treasury, Henry Paulson, and Fed Chairman Ben 

Bernanke urged Congress to authorize a $700 billion bailout of struggling financial 

institutions.  

On October 3, 2008 a law was enacted known as the Emergency Economic Stabili-

zation Act of 2008. 

The intended purpose of this bailout was for the Treasury to purchase distressed as-

sets, especially mortgage-backed securities, and make capital injections into banks.  

$700 billion comes out to $2,300 for every man, woman and child in America.  

On Feb. 11, 2009, Congress gave final approval to a $787 billion stimulus package 

requested by President Obama that was meant to bolster an economy that had been 

contracting rapidly in the wake of the credit crisis of the previous fall.  

This is an additional $2,620 per every man, woman and child in America.   

For a family of 4, these 2 bailouts have cost $19,700. 

Has this money spent worked?  (We havenôt yet spend all of the $787 billion stimu-

lus yet.) 

Weôre going to look at: 

Industrial Production  

Auto Sales 

Home Building Starts 

Commercial Real Estate Building 

Residential and Commercial Real Estate prices 

Base Metals Warehouse Stocks 

Whether or not banks have been lending 

Total Civilian Workforce in America  

From these ñreal economyò items, we will see just whether or not the $19,700 for a 

family of 4 bailouts have been working.   

http://en.wikipedia.org/wiki/Emergency_Economic_Stabilization_Act_of_2008
http://en.wikipedia.org/wiki/Emergency_Economic_Stabilization_Act_of_2008
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Industrial Production 

     This chart, from St. Louis Fed Research, shows Industrial Production for the last 

10 years.  The rebound weôve seen so far is simply a rebuild of inventories and due 

to one time gimmicks like ñcash for clunkersò car program in August. 
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                                                         Auto Sales  

    In 2005, there were 136,568,083 passenger cars in the United States.  In 2006, the 

United States only built 4,366,220  cars but we bought a little over 16 million cars. 

     The U.S. Department of Transportation reports the average life span of a vehicle 

is 12 years. 

    So if in 2006, there were 136.5 million cars on the road and the life of the car is 

12 years, then every 12 years we need another 136 million new cars just to stay 

afloat not counting population growth.  The works out to 11.375 million cars per 

year in the United States just to replace our existing stock of cars. 

   Cars are important as they vastly increase the productivity of society.  We can get a 

lot more done in a shorter period of time when we have a car.  Without a car, you 

might not be able to have a job as it would prevent you from getting to your work-

place.  U.S. light Vehicle sales are at or just below the replenish point.  Not very 

healthy.  

http://www.calculatedriskblog.com/2010/01/us-light-vehicle-sales-1125-million.html
http://articles.moneycentral.msn.com/SavingandDebt/SaveonaCar/CarsThatLastAMillionMiles.aspx
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   Auto Production is dropping globally as well now. 

 

year 
cars produced 

in the world 

2009 (projection) 51,971,328 

2008 52,940,559 

2007 54,920,317 

2006 49,886,549 

2005 46,862,978 

2004 44,554,268 

2003 41,968,666 

2002 41,358,394 

2001 39,825,888 

2000 41,215,653 

1999 39,759,847 

http://www.worldometers.info/cars/
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Home Building and Commercial Building 

     Itôs safe to say we way overbuilt in the early to mid 2000ôs, so we have a lot of 

inventory to get through before we can see a return to more normal rates of building.   

     Construction building provides jobs and adds value by providing homes, offices 

and retail establishments.  We need to always be building new and improved struc-

tures as our older structures fall apart and our economy grows from population 

growth.  

   Commercial non-residential building continues to collapse while residential has 

stopped itôs decline. (Mainly due to $8,000 tax credit.) 
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   Prices of both Commercial Real Estate and Residential Real Estate are down sub-

stantially.  Commercial Real Estate continues to fall as vacancy rates rise, rents fall 

and the cap rate or price being offered relative to the return increases. 

    Commercial RE prices have fallen 36 percent from a year ago and are 44 percent 

below the peak in October 2007.   

 

 


