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Abstract

The U.S. real estate market melt down rapidly since mid 2006, after
the FED raised interest rate to exacerbate the problems of the subprime
mortgage outbreaks. Rising delinquency rate for subprime loans has caused
a sharply downfall in the value of related mortgage-based securities,
consequent global stock markets correction, and the tighter financial
conditions. The turbulence in U.S. subprime mortgaged market has spread
into a global liquidity crisis. In addition to low interest rates in the past
several years, the securitization of mortgage into the so-called
collateralized-debt obligations is another reason of the subprime crisis
deepening. The impact of subprime crisis has spread from financial sector
to real sector. Furthermore, the crisis is not over yet and its impact on

economic outlook is still on the way.
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