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FIVE YEARS LATER

Since the outbreak of the financial crisis in the summer of 2007, I have faced any number of difficult moments. I have been grilled by the press, deposed by lawyers, called to testify before hostile members of Congress. I’ve been sworn in—and sworn at—more times than I can count. But few exchanges were as wrenching as the one I had on Friday morning, September 19, 2008, when I picked up the phone to call Dick Paulson, my younger brother and best friend.

Dick was a senior vice president and a veteran fixed-income salesman based in Chicago for Lehman Brothers. He loved his job, and he loved Lehman, whose collapse that Monday I had been unable to prevent. Dick had every right to ask why we hadn’t saved Lehman, and he wouldn’t have been alone. Plenty of pundits were blaming me, as U.S. Treasury secretary, for not having tried hard enough to rescue the historic firm, or were speculating wrongly that I had intentionally, stupidly, or even vindictively allowed it to fail.

Nothing could have been further from the truth. As I explained to Dick, we had warned Lehman management repeatedly of their need to act throughout the spring and summer, and we had tried strenuously to find a buyer for Lehman right up to the last minute. When one did not emerge, our legal authorities were simply too limited to help the investment bank survive.

But my brother wasn’t thinking about himself. All he wanted to know was how I was doing. Was the pressure too much? Was I getting enough sleep? With great empathy, he described the plight of his colleagues, many of whom had taken big hits financially and would soon be without jobs. Like them, Dick held much of his personal wealth in the bank’s now worthless shares. Much of what he had spent decades working for was gone. I felt awful for him and the others at the firm.

“Believe me, Dick,” I said. “We did all we could.”

“I know that, Hank,” my brother said. “I’m sure you did the right thing.”

It is now five years since that heart-wrenching phone call—and most of the events that I describe in On the Brink—took place. I still get chills when I think of that time. I’m not generally given to second-guessing myself, but I’ve done a good bit of soul searching since 2008, as I’ve watched the economy flounder and the mood of our citizens darken as they struggled with unpaid debts, foreclosed homes, ravaged nest eggs, lost jobs, and lost confidence—in themselves and in our system. Hindsight isn’t always 20/20. Experts still debate the causes of the crisis and the effectiveness of our actions, and likely will do so for a good long while to come. But I remain convinced that on balance, as my brother said, we did the right things and that our decisions will stand the test of time.

Many of the actions I took—seizing control of the quasi-governmental mortgage giants Fannie Mae and Freddie Mac and injecting capital into the banks through the Troubled Assets Relief Program (TARP)—were deeply distasteful to me. But today I believe more than ever that they were absolutely necessary. Think of all the suffering and stagnation the U.S. experienced that came even after we stabilized the financial system. I can only imagine what might have happened had we not acted so decisively. Indeed, it was the prospect of imminent economic catastrophe that drove me to act over and over again.

I didn’t want to be the Treasury secretary who presided over the onset of another Great Depression, and I have no doubt today that that is exactly what our country would have faced had our efforts fallen short. Unemployment levels that topped out at 10 percent in October of 2009 could easily have risen to 25 percent.

With time, I’ve also come to see more clearly our mistakes and missteps, and their consequences. The severity and constantly expanding nature of the crisis meant we frequently operated on the fly. We made errors and tried to correct them quickly. In several crucial instances, such as when we asked for TARP authorities, we made the wrong initial choice and were then forced to adjust. At other times, we took necessary actions that produced unfortunate consequences. When I came to Treasury, I was concerned, for example, about the riskiness of the biggest banks, but to stem the crisis we allowed some big banks to get even bigger and even more complex. The consequences of our decisions will make the job of policy makers who follow us more difficult.

So, too, will the legacy of public outrage that greeted some of our measures and further poisoned the political atmosphere in the country.
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