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Recovery for the global economy: does it depend on 
getting shot of “toxic assets”? 

It has become an obsessing refrain and the IMF is not the 
last to chant it: let us eliminate the toxic assets virus, and 
credit will flow again. The recent American plan hopes to 
resolve the problem by associating speculative funds with 
the taxpayers in a vast operation of buy-out from banks of 
these toxic assets. May we put forward at least two 
questions? 
 
First question: Is not the value of these assets already close 
to zero? This would render any purchase heavily overvalued 
and would ruin in advance plans of that sort (purchases and 
re-sales at prices approaching “normality”). The Fitch 
agency, which studied a sample of these shares, came to the 
conclusion that almost all of them were based on dossiers 
that were at best badly conceived and incomplete, at worst 
actually fraudulent. Well then, is it necessary to spend 
billions of dollars to acquire assets which aren’t worth even 
one dollar and which have no chance of gaining value, even 
in the distant future? It is by no means sure that hedge funds 
will be fooled; rather they will abandon to the State the 
totality of an operation that can only delay the inevitable 
acknowledgement of the losses. 
Second question: Is this the solution to the lack of credit? 
Diverse matters compose the cork that blocks the waste 
pipes of a sink, say those who believe this to be the case. 
Dissolve this cork and the liquid (credit) will flow. But what 
is the point of destroying the cork which blocks the elbow in 
the pipes if there is an obstacle of quite another size at 
their exit, i.e. the absence of willingness among players in 
the economy to resort to credit? This might well be 
temporary for businesses but for households, the mainstay 
of American banks, the situation is dramatic. Millions have 
been ruined, they have lost their homes, they have seen the 
value of their portfolios go into free-fall, the remainder is 
frozen in fear. In fact, households are at present – and this 
may well be long lasting – in a state of mind where they 
refuse to return to the behaviors which started the crisis 
and to which they are being pushed to return.  
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Accountancy norms: a needed but most complex reform. 

Everyone seems convinced of the harm wreaked by the widespread use of “fair value”
usage that has assigned peanut values to many assets that were not all “rotten” and ha
institutions. Should we, however, return to accounting on the basis of past values? Th
Citigroup, which has surprisingly just moved back into profit, shows the need for care
from the approval for American banks to henceforward re-appraise assets viewed as “
historic values. Therefore, simplification is to be avoided in all cases. This is yet anot
(which is not only about accountancy but is also about the economy, finance, and eve
alone.  
 
Expression of the month: Special drawing rights. 

A little before the G20 summit, the Chinese leadership put forward the idea that an in
based on a basket of currencies, hence something that would guarantee a certain level
currencies (implying the dollar) as the international currency.  This proposal was curt
the G20 consideration was given to increasing each country’s endowments in SDRs, b
role which will remain limited, whereas this is the most intelligent formula for interna
change of statutes would require a decision from the IMF, where one country (and gu
to put up a minority blockage.   
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