George Soros, "the man who broke the Bank of England"
 

"How could this happen?"  
 

"In British politics and economics, Black Wednesday (or 'White Wednesday' in Euro-sceptic parlance) refers to September 16, 1992 when the government was forced to withdraw the Pound from the European Exchange Rate Mechanism (ERM) by currency speculators—most notably George Soros who earned over USD$1 billion in doing so."  

 

The above paragraph was was copied from  
    http://en.wikipedia.org/wiki/Black_Wednesday 

 

George Soros was then dubbed as, "the man who broke the Bank of England."  Write a brief summary report (1/2 - 1 page long) on this event.  In your report, make sure that you
 

(a)  Explain HOW he could earn $1 billion.  Refer to various sources on the Internet or journal articles, and explain WHAT kinds of actions he exactly took to earn $1 billion in one day.  
 

(b)  Explain "HOW could this happen?"  What was the economic situation at that time period in England?   Why could Black Wednesday possibly occur?  Cite a few major economic variables, such as exchange rate of Pound against Deutsche Mark (DM), interest rates, and inflation rates, around the year 1992 in England.   
 

(c)  Explain “What did the bank of England do?”  What kinds of actions did they take?  What kinds of actions should they have taken?  For example, the same source of the web page explains:
 

"In 1997 the UK Treasury estimated the cost at £3.3 billion. "The trading losses in August and September were estimated at £800m, but the main loss to taxpayers arose because the devaluation could have made them a profit. The papers show that if the government had maintained $24bn foreign currency reserves and the pound had fallen by the same amount, the UK would have made a £2.4bn profit on sterling's devaluation."  
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