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Explain the concept of "Too Big To Fail" . Who started the concept? List 10
examples in the Financial sector and 10 in Technology/Industrial Sector.

Too Big To Fail

The "Too Big To Fail" concept refers to the idea that certain corporations,
particularly financial institutions, are so large and interconnected with the global
economy that their failure could have catastrophic consequences for the entire
system. As a result, governments often feel compelled to intervene and bail out
these institutions to prevent a broader economic collapse.

While the exact origins of the concept are difficult to pinpoint, it gained significant
prominence during the 2008 financial crisis. The crisis highlighted the systemic
risks posed by large financial institutions, leading to intense debate about the
implications of their size and interconnectedness.

10 Examples in the Financial Sector:
1. JPMorgan Chase & Co.
. Bank of America
. Citigroup
. Wells Fargo

. Morgan Stanley

2
3
4
5. Goldman Sachs
6
7. Deutsche Bank
8

. HSBC
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9. Credit Suisse

10. Bank of China

10 Examples in the Technology/Industrial Sector:
1. Apple

Microsoft

Alphabet (Google)

Amazon

Meta (Facebook)

Tesla

Toyota

Volkswagen
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. Samsung

,_
o

. Intel

It's important to note that while these companies may not be considered "too big
to fail" in the same way as financial institutions, their significant impact on the
global economy and supply chains makes them systemically important. A failure
or severe disruption of these companies could have far-reaching economic
consequences.

The debate over "Too Big To Fail" continues, with policymakers grappling with
how to balance the need for financial stability with the risks associated with
large, interconnected institutions.

Is it logical to invest in these companies labeled as "Too Big To Fail"?
Is it Logical to Invest in "Too Big to Fail" Companies?

The "Too Big to Fail" concept presents a complex investment dilemma. While
these companies offer potential stability and may be less risky in a downturn,
there are several factors to consider:

Potential Advantages:
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o Reduced Risk: Government intervention in times of crisis can protect
investors' capital.

o Steady Dividends: Many of these companies have a history of consistent
dividend payouts.

e Brand Recognition and Market Dominance: Strong brand recognition and
market dominance can lead to sustained growth and profitability.

Potential Disadvantages:

o Limited Upside Potential: Due to their size, these companies may have slower
growth rates compared to smaller, more agile competitors.

e Regulatory Burden: Increased regulatory scrutiny can impact profitability and
strategic flexibility.

e Moral Hazard: The knowledge of government intervention can lead to riskier
behavior, potentially harming long-term value.

Key Considerations for Investors:

1. Diversification: Investing in a diverse portfolio can mitigate risks associated
with any single company, including "Too Big to Fail" firms.

2. Valuation: It's essential to assess the valuation of these companies to
determine if they are fairly priced. Overvalued stocks can underperform, even
if they are considered "Too Big to Fail."

3. Long-Term Perspective: Investing in these companies should be a long-term
strategy, as short-term market fluctuations may not significantly impact their
overall performance.

4. Risk Tolerance: Investors should assess their risk tolerance and investment
goals before investing in these companies.

Ultimately, the decision to invest in "Too Big to Fail" companies depends on
individual investment goals, risk tolerance, and market conditions. While these
companies offer potential stability, it's crucial to conduct thorough research and
consider the potential drawbacks before making any investment decisions.

Remember, investing involves risk, and past performance is not indicative of
future results.
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In the Docu Movie Too Big to Fail, List 20 keypoints an investor must know about
financial crisis.

20 Keypoints an Investor Must Know About Financial Crises from "Too Big to Fail":

1.

10.

11.

12.

13.

Subprime Mortgages: A significant factor in the 2008 financial crisis, these
were risky loans given to borrowers with poor credit histories.

. Mortgage-Backed Securities (MBS): Bundles of mortgages packaged into

securities, often with varying levels of risk.

. Credit Default Swaps (CDS): Insurance contracts against default on a debt

obligation.

. Leverage: Borrowing money to increase potential returns, but also amplifying

losses.

. Systemic Risk: The risk that a failure in one part of the financial system can

spread to the entire system.

. Moral Hazard: The tendency for people to take greater risks when they know

they will be protected from the consequences.

. Regulatory Failure: Inadequate regulation and oversight can contribute to

financial instability.

. Market Bubbles: Periods of rapid price increases that are not justified by

fundamentals.

. Herding Behavior: Investors often follow the crowd, which can exacerbate

market trends.

Liquidity Crisis: A situation where assets cannot be easily converted into
cash.

Bank Runs: When depositors withdraw their money from a bank due to fears
of insolvency.

Contagion Effect: Financial problems in one country or region can spread to
others.

Government Bailouts: Government intervention to rescue failing financial
institutions.
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14. Economic Downturn: A period of economic decline, often characterized by
job losses and reduced economic activity.

L5. Inflation: A general increase in prices over time.
16. Deflation: A general decrease in prices over time.
17. Interest Rates: The cost of borrowing money.

18. Central Banks: Institutions that oversee a country's monetary system and
implement monetary policy.

19. Fiscal Policy: Government spending and taxation policies.

20. Diversification: Spreading investments across different asset classes to
reduce risk.

From the 20 Key Points, create a table showing what countermeasures are in
place to prevent a similar 2008 Financial collapse.

Key Point from "Too Big

. Countermeasures in Place
to Fail"

Stricter lending standards, increased oversight of mortgage

Subprime Mortgages L e
origination and securitization processes.

Mortgage-Backed Enhanced transparency and disclosure requirements for MBS,
Securities (MBS) stricter risk retention rules for originators.

Credit Default Swaps Increased regulation of the over-the-counter derivatives market,
(CDS) central clearing of standardized derivatives.

Higher capital requirements for financial institutions, stricter

Leverage .
leverage limits.

Regular stress tests to assess the resilience of financial

Systemic Risk R . .
institutions, improved coordination among regulators.

Increased accountability for executives, stricter compensation
practices, resolution regimes for failing institutions.

Moral Hazard

Stronger regulatory frameworks, increased oversight of
Regulatory Failure financial institutions, international cooperation on regulatory
standards.

Improved surveillance of asset prices, early warning indicators
for potential bubbles.

Market Bubbles
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Herding Behavior

Liquidity Crisis

Bank Runs

Contagion Effect

Government Bailouts
Economic Downturn

Inflation/Deflation

Interest Rates

Central Banks

Fiscal Policy

Diversification

Investor education and awareness campaigns, disclosure of
conflicts of interest.

Enhanced liquidity requirements for financial institutions, central
bank liquidity facilities.

Deposit insurance, emergency liquidity assistance from central
banks.

International cooperation on financial regulation, global early
warning systems.

Stronger resolution regimes for failing institutions, "living wills"
for large financial institutions.

Fiscal and monetary policy tools to stimulate economic growth.

Central bank monetary policy tools to control inflation and
deflation.

Central bank interest rate policies to influence economic
activity.

Enhanced coordination among central banks, improved
communication with the public.

Government spending and taxation policies to stabilize the
economy.

Investor education on the importance of diversification.

Please note that this table provides a general overview of countermeasures
implemented in response to the 2008 financial crisis. The specific details and
effectiveness of these measures may vary across different jurisdictions.
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