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GlobalEconomicTremorsWRITTENBYSTEPHENLENDMANFRIDAY,14NOVEMBER200813:05
byStephenLendmanOnOctober28,theFinancialTimes'columnistMartinWolfwrote:"Preventingaglobalslumpmustbethepriority."HecitedNourielRoubinibackinFebruarylisting"twelvestepstofinancialdisaster,"allofwhichtheUStookanddraggedthewholeworlddownwithit.Priorityoneistorescueitandavoidapossibledepression."Giventhenearºdisintegrationofthewesternworld'sbankingsystem,theflighttosafeassets,thetighteningofcredittotherealeconomy,collapsingequityprices,turmoiloncurrencymarkets,continuedsteepdeclinesinhouseprices,rapidwithdrawaloffundsfromhedgefundsandongoingcollapseofthesoºcalled"shadowbankingsystem."Moreworrisomeisthat"nextyearcouldbefarworse"sowhatdoesWolfthinkshouldbedone?Nothingtopurgepastexcessesoreverythingpossibletopreventtheworstofallpossibleoutcomes.Wolfcallstheformerpath"arecipeforxenophobia,nationalismandrevolution"andincombinationlike"let(ting)acityburninordertopunishsomeonewhosmokedinbed."Inshort,madnessatatimeworldeconomiesneedhugeamountsofproactiveremedies—topreventdeflation;—helptheprivatesectordeleverwithliberalamountsofgovernmentdebt;—sustainlendinginsideandamongeconomies;ifbankswon'tdoit,centralbanksmust;—aidhardÙhitemergingeconomiesandkeepthemafloat;and—rebuilddomesticdemandwithsubstantialfiscalmeasures.Atriskisthe"legitimacyoftheopenmarketeconomyitself."It'swobblyandonlifesupportbecauseofwhatRoubinispottedearlyon.Allhavingoccurredornowhappening.His12ºstage"systemicfinancialmeltdown"scenario:(1)theworsteverUShousingrecessionwithpricesfallingupto30%fromtheirpeakandmatchingtheirGreatDepressiondecline;mostrecentlyRoubinithinksa40%dropislikelywithamarketbottomstillwayoff;(2)thesubprimedisastercausinghundredsofbillionsinlossesandthrowingmillionsofhomeownersintoforeclosure;(3)asharpincreaseinotherdefaultsÙcreditcards,autoandstudentloans,andotherborrowing;addbanklossestothemix(includingfromtheirsecuritizedassets),andwe'vegotaseverecreditcrunch;(4)monolinelosseswillmountmoreseverelythanexpectedandotherwritedownswillfollow;(5)commercialrealestatewillbeimpacted;thehousingcrisiswillcauseabustinnonÙresidentialconstruction;(6)largeregionalornationalbanksmaygobankruptandworsenthealreadyseverecreditcrunch;(7)lossesfromlargeleveragedloanswillimpairbanks'abilitytosyndicateandsecuritizethem;todaythemarketisdead;earlierlossesfrozeitup;theseassetswerethenstuckonbankbalancesheetsatwellbelowparvaluesandareheadedlower;they'restillthereatundisclosedvaluationsmostlikelyscrapingbottombecausenobuyerwilltouchthemabovefiresalepricesandmostoftennoteventhose;(8)amassivewaveofcorporatedefaultswillaccompanyasevererecession;(9)theshadowbankingsystem(hedgefundsandthelike)isheadingforserioustrouble;
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aroundtheaveragedeclineforUSrecessions;itfaredmuchworse,andhenowseesafarlowervaluationahead;(11)theworseningcreditcrunchwillcauseliquiditytodryup;itwillrequiremassivecentralbankintervention;and(12)"aviciouscircleoflosses,capitalreduction,creditcontraction,forcedliquidationandfiresalesofassetsatbelowfundamentalpriceswillensueleadingtoacascadingcycleoflossesandfurthercreditcontraction."Themassivecreditcrunchwillspreadaroundtheworld.Monetaryandfiscalmeasureswon'tpreventasystemicfinancialmeltdown"ascreditandinsolvencyproblemstrumpilliquidity"ones.Asaresult,USandglobalfinancialswillexperiencetheirmostseverecrisisinthelastquarterofacentury."Roubininowseesthegreatestonesincethe1930s.Grudgingly,onlysmallnumbersofeconomistsagreewithhim,andthemajoritythinktheworstispastand2009willbringrecovery.Barronseconomicseditor,GeneEpstein,forone.Heasks:"Howlongwilltheslumplinger?(It's)alreadyunderway.Buthopefully,itwon'textendinto2009."Anastonishingassessmentatatimevirtuallyallmacrodatapointtohardtimesinthenewyear,andthebigunknownishowhardandprotracted.It'sthereasonforunprecedentedglobalamountsofmonetarystimuluswithlimitedeffectsofar.It'salsowhyCongressmayaddhundredsofbillionsmoreinfiscalmedicineontopofanorgyofpastandupcominggovernmentborrowing.TheTreasuryalreadyannounced$550billionmoreinQ4.AnamountgreaterthantheannouncedFY2008$455billionfiscaldeficit.Inaddition,GoldmanSachsnowbelievesWashingtonwillhavetoborrow$2trilliontofinancean$850billionfederaldeficit,buy$500billionintoxicassets,androllover$561billioninmaturingTreasurysecurities.Addtoitunknownfactorsandanothertrillionmaybeneeded.Forloans,investmentsandcommitments,Washingtonalreadyearmarked:—$700billionforTARP;—another$150billiontackedontoEESAfundingforporkbarrelspending;—$200billionintheFannieandFreddietakeover,andFannienowsaystheamountisinadequateafterreportingarecord$29billionlossanditsdifficultyinissuingandrefinancingdebt;inaNovember10SECfilingitstated:"Thiscommitmentmaynotbesufficienttokeepusinsolventconditionorfrombeingplacedinto(effectivebankruptcy)receivership"iffurther"substantial"lossesoccurorifthecompanycan'tsellunsecureddebt;—$25billiontotheautocompaniesandanother$50billionmoretheymayget;theindustryiseffectivelyinsolvent;onNovember11,GeneralMotorsstockhita65yearlowandisdownover90%thisyear;thenation'soncelargestcompanyisamereshadowofitsformerselfandwon'tsurvivewithoutabailout;thesameholdsforFordandChrysler;—$29billionforBearStearns;—$85billiontoAIG;uppedto$129billionandagainto$150billionafterthecompanyreporteda$25billionQ3loss;add$15billionmoreforitscommercialpaperwithnoendofthislootinginsightÙtoasinglecompany,albeitabigone;—$144billiontobuymortgageÙbackedsecurities,inpartincludedabove;—$300billionfortheFederalHousingAdministrationRescueBillforFHAtoinsureuptothatamountinnew30ÙyearfixedÙratemortgagesforatÙriskborrowersinownerÙoccupiedhomesiftheirlendersagreetowritedownloanbalancesto90%ofthehomes'currentappraisedvalues;—$87billiontoJPMorganChaseforfinancingbadLehmanBrothers'trades;—$200billioninloanstobanksundertheFed'sTermAuctionFacility(TAF);—$50billiontosupportcommercialpaperheldinmoneymarketfunds;$1.3trillionworthqualifiessoafargreaterliabilitymaybeincurred;—$620billionincurrencyswapswithdevelopednationsÙcentralbanksinWesternEurope(theECB,UK,Denmark,andSwitzerland),Japan,Canada,andAustralia;—another$120billionforemergingmarketsÙtoBrazil,Mexico,SouthKoreaandSingapore;and—potentialgreatliabilitiestocovertheFDIC'sexpandedbankdepositinsuranceupto$250,000peraccount.Thesenumbersarestaggeringinsizeandmaygomuchhigher.Atrillionhere,atrillionthere,andprettysoonwe'retalkingaboutrealmoney,butifenoughofitswirlsaround,today'sdeflationmayonedaybecomesevereinflation.TwoViewsonPotentialDepressionThedreaded"D"word.Unmentionedandunconsideredinthemainstreambutnotoffthetablegiventheseverityoftoday's
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isn'tasolution.Justtheoppositeº"itisthecauseoffurthercollapse.Ittriggersanunprecedentedconcentrationofwealth,whichinturncontributestowideningeconomicandsocialinequitiesbothwithinandbetweennations"ºontopofhowinequitabletheyarealready.PresidentoftheLondonºbasedIndependentStrategyconsultancygroup,DavidRoche,disagreesinaNovember8WallStreetJournalarticleheadlined"HowFarWillDeleveragingGo?"Heacknowledgestheseverityofthecrisisandasks:"Willthisleadtodepression?And,ifnot,howlonganddeepwilltherecessionbe?"Heexaminestheextentofdeleveragingfortheanswerinthefollowinganalysis.Hesaystheamountofabank's"riskºfree"or"tierºone"capitalisa"goodreverseindicatorofhowleverageditis."Financialinstitutionsgloballyhadabout$5trillionofitatthecreditcrisis'onset.ForAmericaandtheEU,itwas$3.3trillion"supportingaloanbookofsome$43trillion.Thencamethecrisis."Hegivesthreeanswerstotheamounttheylost:—usingmarkÙtoÙmarketrules(whatanassetwouldbringifsoldtoday),anestimated85%oftheirtierÙonecapitalwaslost;butthisassumessellingtodayatfireÙsalepriceswhichlargelyisn'thappening;—using"economicvalue,"orthepresentvalueoffuturecashflows(assumingthereareany),currentlossesareabouthalftheirmarkÙtoÙmarketvaluations;and—ifonlysofarrecognizedlossesareconsidered,theamounttakenisaround$700billion.Despitetheselosses,loanportfolioshavegrownduringthecrisis.Shrinkagehasonlyoccurredforinvestmentbanks,primebrokersandhedgefunds,Rochebelieves.Allbanklosseshavebeenoffsetby"$420billionfromprivatesources"andanother"$250billionfromgovernments."Attheonsetofthecrisis,USandEUleveragewasabout13timestierºonecapital.Undermarkºtoºmarketrules,it'snowmorethandoublethat."Butusingeconomicvalueordeclaredlossesrevealsthatleverageisnowbacktowhatitwasbeforethecrisisbegan"becauseofcapitalinjections.Nonetheless,conditionsremaindire,andgrowthisn'treadytoresume.Forthreereasons,accordingtoRoche:—financialsectorleveragewastoohighinthefirstplace,whichiswhythecreditbubblecollapsed;—theworldeconomyuses$4to$5ofcreditforevery$1ofGDPgrowth;aprofligateamount;evenathalfthatamount,betweena10Ù15%rateofcreditexpansionisneededtoachieverealGDPgrowthof2Ù3%;recapitalizationamountssofarareonlyenoughtomaintainexistingcreditassets,notexpandthem;sothecrisiscontinues;and—currentbankÙassetlossesdon'tincludeallowancesforfutureonesÙfromrecessionanditsfallout;Rocheestimatesthey'llbeanother$900billionforatotal$1.7trillionduringthewholecrisisperiod;othersestimateamuchhigherfigure;ifRocheisright,theselosseswilldepletenewcapitalinfusionsandreduceUSandEUtierÙonecapitalbackto$2.3trillionataleverageratioofover18times.Rochebelievesleverageandcreditwillshrinkevenwithfurthercapitalinjections.They're"temporary,expensive,andimposeconstraintsonshareholdersandmanagement."Itmakesthemunattractive.Inaddition,banksneedtoreducetheir"customerfundinggap"andfocuson"depositratherthanloangrowth."It'saslowprocessduringrecessionandcanonlybeachieved"byreducingassetsandliabilities"whichmeans"cuttingcreditontheassetsideofthebalancesheet."Anddoitduringariskaversionperiodinwholesaleandlongerºtermdebtmarkets.Itmakesthetaskalotharderatatimeregulationiscomingthat"willreducebankleveragetowellbelowwhatitwasbeforethecrisisbegan."Bottomline:iffurthercreditlossesreduceUSandEUtierºonebankcapitaltowhereitwasbeforecrisisºinducedinfusions,financialsectorcredit"wouldhavetoshrink37%justtokeepleverageconstantatpreºcrisislevels,"anditithappenswe'retalkingaboutglobaldepression.Butgovernmentsarenow"partofbankmanagementsomaylimitcreditlossestolessthan10%,Rochebelieves,butaacostºmorecapitalinjections,furtherlongerºtermliabilityguarantees,toleratinghigherleveragein"socializedbanks,"plusmorethanalittle"dirigisme,"ordirectingbankstolend.Underthisscenario,Rochethinksglobaldepressionwillbeavoidedºbut"atthehighlongºtermcostofasocializedfinancialsystem.Anditstillheraldsaverylong,gray,globalrecessionastheworldlearnstouselesscapitaltomeetitsneeds."FinancialexpertandinvestorsafetyadvocateMartinWeissdisagreeswithRocheandseesdepressioncoming.He'snotalone,andhe'ssaiditrepeatedly,includinginhislatestcommentarytitled"WhyWashingtonCannotPreventDepression."Heciteswhathecalls"direreality.WashingtonisnotGod.Itcannotsavetheworld.Itcannotpreventthenextdepression,"andhegivesfivereasonswhy:(1)TheDebtCrisisIt'sfartoobigtocontrol.BasedonFedFlowofFundsfigures,"therearenow$52trillionininterestºbearingdebtsintheUS."AccordingtoUSGovernmentAccountabilityOfficeestimates,addanother$60trillionincontingencydebtsandobligationsºforSocialSecurity,Medicare,Medicaid,andotherpensions.Inaddition,theBankofInternationalSettlements(BIS)earliercitedastaggeringglobaldebttotal,includingderivatives,of$1quadrillion,or1000trillion.Inaseparatereport,itsays$596trillion,buteventhisnumberisunimaginableandunmanageable.



2008�11�22 http://www.atlanticfreepress.com/news/1/6095�global�economic�tremors�.html #4ggDemocrats.comDerideandConquerDemocraticUndergroundDigbyDovBearDrudgeRetortEdConeePluribisMediaEschatonEzraKleinFeministeFeministingFiredoglakeFiredUpFirstDraftFrameshopGreenMountainDailyGregPalastHoffmaniaHorse'sAssHughesforAmericaInSearchofUtopiaIsThatLegal?Jesus'GeneralJonSwiftJuanColeKeystonePoliticsKick!MakingPoliticsFunKnoxViewsLawyers,GunsandMoneyLeftCoasterLeftintheWestLiberalAvengerLiberalOasisLoadedOrygunMahablogMajikthiseMakeThemAccountableMatthewYglesiasMaxSpeakMediaGirlMichiganLiberalMinnesotaCampaignReportMinnesotaMonitorMyDDMyLeftNutmegMyLeftWingMyTwoSenseNathanNewmanNeedlenoseNevadaTodayNewsDissectorNewshoggersNewsHoundsNitpickerOliverWillisonegoodmoveOpenLeftPageOneQPam'sHouseBlendPandagonPeople'sRep.ofSeabrookPinkDomePolitics1PoliticalAnimalPoliticalWirePoorManInstitutePrairieStateBlueProgressiveHistoriansRaisingKaineRawStoryRenoDiscontentRepublicofTRhodeIsland'sFutureRochesterTurningRockyMountainReportRod2.0RudePunditSadly,No!SatiricalPoliticalReportSeeingTheForestShakesville

Sofar,recklessgovernmentoutlaysamountonlytoafractionofthisamountºaround$2.7trillion.Weisssaysthenumbersaren'tdirectlycomparable,but"togetasenseofthemagnitudeoftheproblem,comparethesizeofthedebtsand(derivatives)betsoutstanding"tothetinyamountinjectedtocombatit.It'sminisculeandmayfallwayshortofbeingeffective.Weissisbluntincalling"thedebtbuildºupintheUStodayfargreaterthanitwasontheeveofGreatDepressionI."Preº1930,itwasbetween150º160%ofGDP.Today,excludingderivatives,it'snearly350%ormorethandoubletheearlier.Includethem,anddebtlevelsgooffthecharts.Weissconcludes:"governmentbailoutsaretoolittle,toolatetoendthiscrisis."(2)BailoutCostsAreTooGreattoBeFinancedGiventhedireeconomy,highertaxesandexpenditurecutsareoffthetable.Goingforward,"thegovernmentwilltrytofinanceitsfollylargelybyborrowingthemoney."Thenexttrancheº$550billioninQ4and$2trillionintotal,orfourtimesthesizeoftheentireofficialFY2008deficit.Asaresult,atsunamiofnewTreasurysupplyiscoming.Itwillcrowdoutprivateborrowersandpressureinterestrateshigherwhenloweronesaredesperatelyneeded.(3)SupplyCan'tStimulateLendingand/orBorrowingWashingtonwantshouseholdstoborrowandspendmore,butthey'redoingtheopposite.Banksarealsourgedtolend,dispensemoreaccesstocreditcards,andprovidecapitalfortroubledbusinesses.Theyrefuseandareusingtheirhandoutsforacquisitions,bonusesanddividends."Nomatterwhatthegovernmentsays,itisthenaturalsurvivalinstinctofbillionsofpeopleandbusinessesaroundtheworldthatwilldeterminetheoutcome"oftoday'scrisis:"Depressionanddeflation."(4)PowerfulDebtandDeflationCyclesDebtcancontinueaccumulatingforyearsaslongasborrowershaveenoughincometorepayit.Deflation(ordisinflation)canincreasetheaffordabilityofhomesandothermajorpurchases.Butwhendebtanddeflationconverge,depressionisinevitable.Ithappenedinthe1930s,and(indifferentform)it'shappeningtoday."Wearewitnessingpowerfulviciouscyclesinwhichdeflationbringsdowndebtsanddebtshelpacceleratethedeflation."Forexample:—widespreadmortgagedelinquenciesandforeclosurestriggermassiverealestateliquidationsfollowedbyseverepricedeclines,andmoredelinquenciesanddefaults;—fearofbankruptciescausesequities,bonds,commoditiesandvirtuallyeverytypeassettofall;morebankruptciesresultthewaytodaytheythreatenUSautomakers;and—thesamedownwardspiralaffectshouseholds,smallandmidÙsizedbusinesses,cityandstategovernments,andentirecountries;spendingisslashed;workerslaidoff;assetssold,andrevenueslostprecipitatingmoreofthesame."Ineverysectoroftheeconomyandeverycorneroftheglobe,debtdefaultsarecausingdeflation;anddeflationiscausingdebtdefaults.Nogovernmentcanstopthispowerfulviciouscycle.Ithastoplayitselfout."(5)TheUltimatePowerofMarketsWhycan'tgovernmentssimplyprintenoughmoneytobuyupexcessdebtandinflate?Becausegovernmentsneedbuyersfortheirbondsandtofinanceallnewplannedspendinganddeficits."Thepowerofthemarketisstrongerthananypoliticianorgovernmentbureaucrat.Itismorepowerfulthananylaw.Itisevenmorepowerfulthanthegoldstandard."Trustisneededtoraisemoney.It'snotbuiltby"run(ning)theprintingpressesordestroy(ing)yourmoney."Instead,deflationanddepressionmustrunitscourse."It'spreposteroustobelievethatWashingtoncansaveeveryfailingindividual,company,countryandgovernmentonthisplanet."Itcan'tstopinvestorsfromdumpingtheirassetsorreversedecadesoffinancialexcesses."Itcannotwinthebattleagainstdepression.ItcannotstoptheDoworS&Pfromlosinghalftheirvaluefromcurrentlevels,ifnotmore.Itcannotstopthecollapseinrealestate,commodities,andcorporatebonds."Itcan'tconvincepeopletousetheircashtoinvestordoanythingtheywishnottodo.Itcanonlyreapthewhirlwind.TwoOtherViewsontheDireStateofThingsOnefromRussianeconomistMikhailKhazininarecent(Russianwebsite)kp.ru/dailyinterview.Hepredictedthecurrentcrisisearlyon,buthisviewswerelargelydismissed.Nolonger,andtodaythey'remoredirethanbefore.In2000,hewroteanEkspertmagazinearticletitled:"IstheUSDiggingforanApocalypse?"Atthetime,hesawdecliningdemanddestroying25%oftheUSeconomy.Todayit'smaybeoneºthird,hebelieves.Why?Becauseofanearly1980spolicy"tostimulatedemandthroughstatesupport....(by)switch(ing)ontheprintingpress"andbuildingdebtataratewayaboveGDPgrowth.Hementioned8º10%inaneconomygrowingataround2º3%oramaximum4%.ItletAmerica"createaveryhighstandardoflivingbystimulatingconsumerdemand....Butit'simpossibletoliveforeverindebt.Householddebthasnowsurpassedthenationaleconomyºmorethan$14trillion.Nowit'stimetopayup.Ofcourse,WallStreettriedtopostponethiscollapse....butthiswasjustagaspforairbeforeaninevitabledeath....WhateverdecisionWallStreettakesrightnow,thedemandisgoingtofall."Itpointsto"anuncontrollableincreaseinunemployment,ahorribledepression,asharpincreaseintheeffectofsocialservicesonthebudget....Now,theUSisjumpingallovertheplacedoingeverythingitcantorescuethisfractionoftheeconomy(theportionKhazinthinkswillevaporate).Thegovernmentisstimulatingbanksandmanufacturing....Butregardless,in2º3years,theUSwillfaceacrisissimilartotheGreatDepression."
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HarvardpresidentDrewFaustisalsoalarmedinarecentlettertoalumniandfriends.Shecitesthe"currentglobalfinancialsituationanditseffectontheUniversity."Shementions"extraordinaryturbulence,themostserious(uncertaintyandfinancialdistress)indecades(aspartof)ourneweconomicreality."Despiteoverthreeandahalfcenturiesofsurvivingchallenges,"Harvardisnotinvulnerabletotheseismicfinancialshocksinthelargerworld.Ourowneconomiclandscapehasbeensignificantlyaltered.Wewillneedtoplanandact"accordingly.Herfocus,ofcourse,isonrevenueandtheschool'sendowment.Itprovidesincomeforoveroneºthirdofitsoperatingbudget,nowseverelyimpactedbytoday'scrisis.Despitepastoutperformanceinturbulenttimes,HarvardfaredpoorlyinitscurrentfiscalyearendingJune2008(beforetheworstoftoday'scrisisstruck).InFY2007,animpressive23%returnwasregistered,anditliftedthetotalendowmentto$34.9billion.InFY2008,itfellanestimated30%ora$10.5billionhit.EvenmightyHarvardisimpactedenoughto"needtobepreparedtoabsorbunprecedentedendowmentlosses"inthecurrentenvironment.DrewFaustwantshelp,ofcourse,butclearlyshe'sworriedtothepointofalarmatthegravestfinancialtimeinourlives.CreditNormalizationIsStuckinaDebtTrapItaffectsHarvardandworldeconomieseverywhere.EvenmightyAmericaisn'timmunefromitsimpact.Fromhavinglivedwaybeyondourmeansforyears.Thechickensarenowhometoroostºbigtime.Inspiteofextraordinaryliquidityinjectionsglobally,riskmarketsremainparalyzed.Frozen.Uncertaintyandturbulencecontinue,andeconomiesarereelingindistress.They'relikebucketsleakingmoreouttheirbottomsthanwhateverflowsinattheirtops.Fedcreditcreationiscounterbalancedbydeleveragingandcollapsingbalancesheets,andthere'snoendtothisinsight.Trueenough,unclogginghasoccurredininterºbankandmoneymarkets,butithasn'tfreedupcreditoritspriceforthevastmajorityofborrowers.Inaddition,junkandinvestmentgradebondspreadshavewidened.Municipalbondyieldshavesoaredastheirpricesfell.Someoffertaxºfreereturnstopping6%comparedtotaxable10ºyearTreasuriesunder4%.Accordingtosomeanalysts,they'rescreamingbuys,andsoarehighºgradecorporatebondsthataremuchmoreattractive(andsaferatatimenofinancialassetissafe)thanequitiesinthesamecompanies,andabigreasonwhystockpricesarefalling.Butbynomeanstheonlyone.Theworldpreºmidº2007,nolongerexists.Riskisadirtyword.Leverageisoutthewindow,andassetºbackedsecurities(ABSs),collateralizeddebtobligations(ABSs),andsecuritizationmarketsareclosedandpadlocked.Alltheking'shorsesandalltheking'smencan'treconstitutethem.Noamountofliquidityinjections,rateºcutting,orhighºmindedrhetoricwillreinflatethatairthat'snowleavingthebubble.Today'sdebtoverhangisunmatchedbyafactorofmorethanthreetooneoveranypreviousperiodwithoutincludingderivatives.Addthem,andit'sunquantifiableinuncharteredwaters.Issueoneforpolicymakersishowtokeepeconomiesfromcrashing.Howtocreateenoughnewcreditandgetitflowingatatimelenderswon'tlendandborrowersaresoindebtedtheycan'tassumemoreiftheycouldgetit.Viableornot,theFedwillkeepexpandingitsbalancesheettoneverbeforeimaginedamounts,andthegovernmentwillrunevengreatermultiºtrilliondollardeficits.Amountsimpossibletorepaysotheyneverwillbewithdarkforebodingsofhowthatproblemwillberesolved.Itportendsaveryunpleasantfuturefarworsethanmostnowimagine.Italsosuggestsanotherviciousdownwardspiralasrecessiondeepens,andpotentialdepressionlooms.Thelikesofwhichnoonehasexperiencedinourlifetimesorwishesto.Today'sbubbleeconomyisunlikeanythingeverinthepast.WorsethanallpostºwarexcessesandwhatledtotheGreatDepression.Cantheworstofallpossibleoutcomesbeavoided?It'sbeyondthiswriter'sabilitytoimagine.It'sfortheFed,Treasury,GSEs(governmentsponsoredenterpriseslikeFannie,Freddie,Sallie,Ginnie,etc.)andbanks,ifthey'reableandwilling,totry.Tocreatemoney,getitflowing,inflateordie,butitalreadymaybetoolate.Thingsthatcan'tgoonforever,won't,andaswriterEllenBrownobserves:"Theparasitehasrunoutofitsfoodsource."Theengineisnowoutoffuel.ASecretRevivalPlanfortheNovember15Ḡ20SummitAccordingtoWebsterTarpley(onRense.com,11/10/08),a"British(and,ofcourse,Washington)steered....confidentialstrategypaper(aims)toimpose(anIMF)dictatorshipontheentireplanet,wipingoutallhopeofeconomicrecovery,themodernizationofthedevelopingcountries,andnationalsovereignty"aswell.ItproposestheusualformofIMForthodoxyº"austerity,sacrifice,deregulation,privatization,unionbusting,wagereductions,freetrade,theracetothebottom,andprohibitionsonadvancedtechnologies."Quiteliterallyanagendafromhell.SooutlandishthatBRICcountriesarereportedlyobjectingºBrazil,Russia,IndiaandChina.Chinawantspoliciesofthetypeitmaypursueinitsjustannounced$586fiscalstimulusplanºforvariousinternalneedslikeinfrastructure.TheIMFplanismirroroppositeinitsfivepoints.To:(1)"requirethecreditratingagenciestoberegisteredandmonitoredandsubmittorulesofgovernance;(2)halttheprincipleofaconvergenceofaccountingstandardsandreÙexaminetheapplicationofthefairmarketvalueruleinthefinancialfield,soastoimproveitscoherencewiththerulesofprudenceandconservatism;(3)resolvethatnomarketsegment,territory,orfinancialinstitutionshallescapefromaproportionateandadequateregulation,orattheleast,surveillance;(4)setupacodeofconducttoavoidexcessiveriskÙtakinginthefinancialindustry,includingintheareaofcompensation.Supervisorswillhavetofollowthiscodeinevaluatingtheriskprofilesoffinancialinstitutions;(and)
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(5)entrusttotheIMFtheprimaryresponsibility,alongwiththeFSF(FinancialStabilityForumÙBasel),torecommendthenecessarymeasurestorestoreconfidenceandstability.TheIMFmustbeequippedwiththeessentialresourcesandsuitableinstrumentstosupportcountriesindifficulty,andtoexertitsroleofmacroeconomicsurveillancetothefullest."Translation:ThisisaWashingtonºUKºIMFschemetoincreasetheircollectivepowerattheexpenseofandtothedetrimentofthecivilizedworld.Anattempttosuckmoreofitswealthtothetopbyextractingitfromallothers.EconomistMichaelHudsonreportsthat1%oftheUSpopulationowns70%ofitswealth,ahugeincreaseoverearlierperiods.Thisplanaimstoincreaseit.ToturntheUSandworldeconomiesintobananarepublics.Tomakeitsworkersdefactoserfs.Tocrushcompetitionandempowercorporategiants.MostlyonesinAmerica.Toendanyhopeforprogressivechangeatatimeallhumanitycravesit.ToreviveChicagoSchoolfundamentalismwhenit'stotallydiscredited.Tostepbackfromanewdirectionthatappearslittlemorethanapipedream.Tohardentheoldfailedoneandsuckusdeeperintoitsquicksand.It'shopedenoughnationswillbalk,renderthisschemedeadonarrival,andconsignitbacktoitshellishorigins.Thealternativeisaviewofourfuture.Onetoodisturbingtoimagine.Thatnooneshouldtolerateandbewillingtobedisruptinglydefiantenoughtoprevent.StephenLendmanisaResearchAssociateoftheCenterforResearchonGlobalization.HelivesinChicagoandcanbereachedatlendmanstephen@sbcglobal.net.Alsovisithisblogsiteatsjlendman.blogspot.comandlistentoTheGlobalResearchNewsHouronRepublicBroadcasting.orgMondaysfrom11AMÙ1PMUSCentraltimeforcuttingÙedgediscussionswithdistinguishedguestsonworldandnationaltopics.Allprogramsarearchivedforeasylistening.QuotethisarticleonyoursiteComments(0)Subscribetothiscomment'sfeedWritecommentNameEmailWebsiteTitleComment
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