 The stock market crash- reduces value of assets and forces corporations to sell assets causing a recession.
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The stock market crash in response to the degrowth scenario would have a significant and immediate effect on other financial assets, physical assets, and the broader economy primarily due to massive deleveraging, which we define as the forced repayment of debt by liquidating equity (a form of market contagion). For example, investors and speculators buying stocks on margin (with borrowed money) would be forced to sell their stocks as well as other equity in their accounts to maintain their required initial margins. Specifically, brokerage firms allow investors to purchase stocks with 50% cash collateral and 50% margin, while futures brokers allow traders to speculate in stock index futures with 5–10% cash collateral. In both cases, as the value of stocks (account equity) falls below the required level (the maintenance margin), margin investors receive a margin call to either liquidate their positions or deposit more funds into their accounts. Since investors rarely respond to margin calls and deposit more cash, all their positions can be forcefully liquidated, which includes their positions in other asset classes such as commodities (energy, metals, agriculture), risky bonds, and even high-yielding currencies. As a result, the stock market crash, and the resulting forced deleveraging, are likely to cause sharp price declines in all risky assets. Second, public corporations might also be forced to deleverage as the falling stock prices significantly increase their market debt-to-equity ratios, primarily due to the collapse of their market equity value (collateral). As a result, corporations might be forced to sell some of their assets to prepay some of their debt, which essentially creates a fire-sale scenario and reduces values of commercial assets such as commercial real-estate, property, plants, equipment and other. Third, local and national governments also might be forced to liquidate some of their assets (landmarks, islands, land) to prepay some of their debt if the stock market crash results in lower tax revenues or falling prices of other assets held in their portfolios. The common theme among these different forms of deleveraging is that lenders (brokers, banks, bondholders) face increased credit risk due to the falling prices of the borrower's collateral, which can actually lead to a systemic credit crunch, whereby any form of new financing becomes limited and expensive. The broad economic implications of a credit crunch extend to individuals via the reduction of credit limits on consumer credit cards, higher interest rates, higher standards of lending, and larger down-payments, which essentially results in consumer deleveraging and, thus, potentially has the most significant effect on the real economy.
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