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The United States of America: delicate 
management of the ‘moral hazard’ factor. 
The ‘moral hazard’ is the risk of encouraging the 
continuance of unsound management by going to the 
rescue of a failing financial institution. 
In this respect, the US authorities have done well 
over past weeks. For Fannie Mae and Freddie Mac – 
on whose survival depends the financial lot of tens of 
millions of households – we see what is to all intent 
and purpose a process of nationalisation. And this 
despite the calamitous management of these 
organisations, that have shamelessly profited from 
their image as state-guaranteed bodies. Authorities 
are trying to find an arrangement with a consortium 
of banks for Lehman Brothers, a merchant bank 
funded by the markets and with a small private 
clientele. Should this fail, though, there is no 
question of using public funds, and the ‘moral 
hazard’ factor applies. Note that Lehman Brothers, 
being a merchant bank, is not under Fed supervision, 
and this fact probably has something to do with its 
downfall. As for AIG, whose survival equally affects 
tens of millions of citizens, the tenet of ‘moral 
hazard’ is quashed; given the institution’s particularly 
opaque management with past profits seeming in the 
main to result from off-shore murky financial deals, 
there is no question of having the tax-payer foot the 
bill. The outcome, therefore, is a complex funding 
arrangement with a Fed loan of 85 billion dollars to 
AIG for two years at a high interest rate (libor + 850 
base points) and with AIG’s assets held by the 
Treasury as security. What is more, since this 
untimely injection of central money coming from a 
Fed loan has to be ‘sterilised’, the treasury is issuing 
85 billion dollars in bonds to the banks and placing 
the money in its own account with the Central Bank. 
Great footwork! 
What sort of provisional conclusion can be reached? 
That the US authorities are better at managing crises 
than avoiding them, and are even better at managing 
them than avoiding provoking them. 
The latest crisis development is a plan for a gigantic 
state buy-out of toxic assets. “Bravo” is the 
unanimous reaction. Yes, of course! But when we 
compare this to the unwillingness to add 2 or 3 billion 
dollars to the Fund against AIDS and tropical 
diseases… Immortality does not guarantee efficiency. 

Euro zone: who is the worst off? 
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Oil: an outlook of yet more price hi
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Basel 2: are there unwanted outcom
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Is a new Bretton Wood needed? 
That a global consensus is required to bring about various reforms is clear: no fuss needed to implement
such as plugging the giant holes in regulations (merchant banks, hedge funds etc.); introducing competi
ethics in the running of appraisal agencies; polishing the new accountancy norms; and supervising t
securities. Do we, in effect, want to totally revise the present financial system? To reverse the liberatio
of capital? And above all, do we want to return to the wholesale interventionism of the 1950s and 60
financing came from banks, whilst, since their liberalisation, the money markets have shown their worth
of going back. But, to use a well known expression, do we want to throw out the baby with the bath wate
 
The (swear) words of the month: ‘those responsible’. 
This expression was used in front of the United Nations Assembly by the President of the Republic,
responsible should be found and punished. From skepticism to derision, all reactions are negative. ‘We a
response from the abominable politically correct. Everyone is guilty - the managers of Fannie and Fredd
funds, and let us not forget those modest savers who buy securities hoping for an adequate return. If t
out those responsible for a plane crash, since passengers who choose to travel on a budget airline are
Examples of this sort abound. It’s the system’s fault, they tell you. Well, it isn’t!!! Finding those respon
what they did is indispensable if we really want to understand what started the crisis, and at last fine tu
could bring order to the financial system. 
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