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How is history made? In the case of Alan Greenspan, recent media testimonials in anticipation of
his retirement leave no doubt that he is among the good and the great. Oh, there is the occasional
dissenter (the Moscow Times grumbled that his money expansion led Americans to spend and
forget to save), but the aggregate has been most complimentary. In late 2004, Lawrence Lindsay
tossed his bouquet into the crowd. The former Federal Reserve Board governor (from 1991 to
1997) wrote a guest editorial in the Wall Street Journal. His “Life After Greenspan” discussed
the man’s qualities. Lindsay initiated his exploration with the January 3, 2001, fed funds rate cut:
“Mr. Greenspan combined his access to, and understanding of, anecdotal information with his
accumulated knowledge of market signals to make what, in Washington at least, was a very
confrarian decision. The country was fortunate that Mr. Greenspan’s experience as a trader and
business consultant trained him to combine instinct, experience, reason and facts to operate in the
real-time manner required for making successful judgments.”[i] Lindsay explained why this
fearless decision was so contrary to public opinion: “The widespread euphoria resulting from the
stock market bubble, coupled with the myopia of the political season, made it extremely hard to
doubt that all was well with the economy.”[ii]

The atmosphere of January 3, 2001, was not of euphoria but panic. The Nasdaq Composite had
fallen by over 50% from its 2000 high; stars of yesteryear had been sucked into black holes:
Microsoft had fallen from $118-5/8 to $43-3/8, Cisco from $82 to $43-3/8. “His accumulated
experience of markets” had proved no more a guide in this situation than to the day-traders
selling the fractional remnants of their Lucent investment (which had sunk from $77-1/2 to $13-
1/2). On January 2, 2001, the Nasdaq Composite, more or less an index of technology stocks, fell
178 points - a loss of 7.2% in one day. Of the January 3 decision, Fred Hickey wrote in The
High-Tech Strategist: “The only surprise was the magnitude of the rise - 14.2% on the Nasdaq
Composite index - the biggest one-day gain in percentage and points [+325] in history.”[iii]

Memories blur and no doubt Lindsay’s essay fastened Greenspan’s stainless reputation in
readers’ minds. Whether Lindsay’s memory had blurred is a different question. He was too
modest. Lindsay was well aware of the stock market mania well before 2001.

Greenspan had lodged his name in Bartlett’s on December 5, 1996: “...[H]Jow do we know when
irrational exuberance has unduly escalated asset values, which then become subject to
unexpected and prolonged contractions as they have been in Japan over the past decade?”’[iv|
“Irrational exuberance” is the phrase that has haunted Greenspan for the past nine years. He took
a pasting from all corners: How dare he suggest that stocks might not be the favored asset for all
Americans? His suggestion was timely: though he learned his lesson. He never dared suggest









