2001: Global Economic bubble bursts.  Interest rates lowered in the world’s large economies (especially in the U.S.) to make it easier for people to get loans, including mortgages.  This would encourage people to borrow and buy, which would boost falling economies.  Seeing the low prices in America, foreign markets invest heavily in U.S. housing. (It seemed like a good deal: buy a lot for less)
2002: U.S.’s Wall Street insures mortgages, thinking they were a low-risk, safe investment that would make a lot of money.
2002: Housing prices suddenly go up after many people buy houses during the low-interest period (supply + demand)
2003 – 2006: Banks are encouraged by Wall Street insurance and low-interest rates.  They take bigger lending risks in the hopes of making money.  They allow people to borrow more, make bigger purchases, with little or no money down and without proof that they are able to afford it.
2003 – 2006 Value of houses go down while energy and fuel prices go up.  Rise in unemployment.  People start defaulting on loans.
2007: housing prices (home values) drop even further, defaults increase.  Lenders and banks begin to struggle – they have less money to lend, not to mention less money to keep their institutions running.
2007:  sensing a drop in the economy, investors start to leave the housing market, making things worse.   Wall Street is losing the money that it was supposed to use to insure the banks.

2007:  Governments around the world have to start lending to their financial markets and cutting interest rates, in fear of a huge economic crisis.  Meanwhile people are fearful and distrusting of their financial institutions, and are less likely to invest (at a time when it is most needed!)
2008:  Crisis in the U.S.:  Several huge financial institutions fail (Freddie Mac, Fannie Mae, AIG) so badly that the government must step in and rescue them. The U.S. Government debates a $700 billion dollar “bailout bill” for Wall Street, and it doesn’t pass.  The next day, the market drops a record amount.  The largest drop in U.S. history.
2008:  Europe, largely invested in U.S markets and already facing their own struggles, feels the plummet of the U.S. market and drops even further.  Asian markets also fall significantly.  Iceland is on the brink of financial collapse.  The third world, largely dependent on foreign aid, find their food prices rising. 
2008:  Who is doing okay?  Those without many global financial ties (Africa)
