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MAIN STREET TOOK THE FALL. WALL STREET GOT THE CHECK.
THE TRUE STORY BEHIND THE 2008 ECONOMIC CRISIS.
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Panel A. Effects of diversification: the percentage
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FIGURE 2. How DIVERSIFICATION (THE AVERAGE NUMBER OF OTHER ORGANIZATIONS THAT AN ORGANIZATION
Cross-HoLps) AFFECTS THE PERCENTAGE OF ORGANIZATIONS FAILING (Averaged over 1,000 simulations)

Note: The x-axis corresponds to diversification in terms of the expected degree in the random network of

cross-holdings.
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Panel A. Five levels of integration and the Panel B. Five levels of integration and the
percentage of organizations failing as a function percentage of organizations failing as a function
of expected degree (¢ = 0.93), (n = 100) of expected degree (# = 0.96), (n = 100)
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Fiouke 5. How INTRGRATION AFFECTS THE PERCONTAGE OF “FIrsT FAILURES™

FIGURE 4. HOW INTEGRATION (THE FRACTION € OF A TypPiCAL PortroLio HELD BY OTHER ORG'\le'\T'ONS) Notes: The percentage of simulations with at least one organization failing, for various levels of integration ¢ from

AFFECTS THE PERCENTAGE OF ORGANIZATIONS FAILING (Averaged over 1,000 simulations) 0.4 10 0.9, with the x-axis tracking diversification (expected degree) in the network, The failure threshold is con-
stant at 7 = 0.8.

Notes: The x-axis corresponds to the diversification level (the expected degree in the random network of cross-hold-
ings). The two figures work with different failure thresholds and depict how the size of cascades varies with the level

of integration ¢ ranging from (.1 10 0.5.
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