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Once again Michael Lewis has given us a behind the scenes look at Wall Street through an entertaining and fast-paced book.  His previous book, “Liar’s Poker”, tells an autobiographical story about his three years on Wall Street with Salomon Brothers investment firm in the 1980s.  That story reveals the financial folly and greed of Wall Street and Lewis’ belief that Wall Street would come to a reckoning; however, he never imagined it would take over two decades. This gifted writer now tells the story of the 2007-2008 financial crisis from another unique perspective.  The major characters in the book are people you most likely have never heard of – not Bernanke, Geithner, Prince or O’Neal but the few who saw the writing on the wall and positioned themselves to make huge profits as the market crashed.    

The book begins with a prologue that describes how Meredith Whitney, an unknown analyst for Oppenheimer and Co., announced to the market in October 2007 that Citigroup had been so negligent in managing its affairs that it would have to slash its dividend or go under.  This revelation is attributed to the sell-off of financial stocks.  Lewis wondered who else (besides hedge fund manager John Paulson) had anticipated the subprime mortgage meltdown.  He called Whitney and she provided him with a handful of hedge fund managers who had made massive bets against the subprime industry.  Some of these investors became the characters in “The Big Short”.  

Through his cast of colorful characters Lewis educates the reader about the role that subprime mortgages, CDOs (collateralized debt obligations), credit default swaps, rating agencies, banks and overly aggressive managers and traders played in creating the perfect financial storm.  If the reader doesn’t understand financial derivatives (don’t worry, neither did most of Wall Street), by the end of the book he or she will have a better grasp of these synthetic securities and how their obscurity contributed to the financial debacle.

I highly recommend this book but it most likely will make the reader frustrated, and perhaps angry, by the greed and sheer stupidity of Wall Street.  Even more frustrating than the billions of dollars that was lost at the hands of managers and traders is the fact that many of these same irresponsible individuals walked away with tens of millions of dollars of personal gains.   
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