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The AXVWUalian

EXUobondV an\Whing bXW a panacea
b\: HenU\ EUgaV

From: The AXVWUalian

NoYember 26, 2011 12:00AM

THE laWeVW pUeVVXUe poinW in Whe EXUopean cUiViV iV oYeU ZheWheU Wo iVVXe

"eXUobondV": bondV, collecWiYel\ gXaUanWeed b\ Whe goYeUnmenWV of Whe

eXUo]one, WhaW coXld fXnd pXblic e[pendiWXUe in Whe Uegion.

The concepW of collecWiYe boUUoZing in a fedeUaWion Zill haUdl\ be noYel Wo

AXVWUalianV. AlUead\ aW Whe conVWiWXWional conYenWionV, Whe foXndeUV of oXU

fedeUaWion VaZ Whe Vcope foU joinW boUUoZing aV a VignificanW benefiW fedeUaWion

ZoXld bUing. AlWhoXgh iW Wook Vome Wime foU WhaW aVpiUaWion Wo come Wo fUXiWion,

Whe 1927 Financial AgUeemenW, deYiVed b\ WhaW gUeaW UefoUmeU SWanle\ MelboXUne

BUXce, pUoYided a baViV foU iW Wo occXU.

UndeU Whe WeUmV of WhaW agUeemenW, Whe commonZealWh agUeed Wo Wake oYeU Whe

VWaWeV' oXWVWanding debWV, and gXaUanWee neZ debWV, in e[change foU conWinXing

conWUibXWionV b\ Whe VWaWeV Wo a NaWional DebW Sinking FXnd. The VWaWeV alVo

agUeed Wo co-oUdinaWe all boUUoZing XnWil 1985 WhUoXgh Whe AXVWUalian Loan

CoXncil, on Zhich Whe commonZealWh ZoXld haYe WhUee YoWeV, alloZing iW Wo

VecXUe a majoUiW\ ZiWh Whe VXppoUW of onl\ WZo VWaWeV. And aV a fXUWheU check on

e[WUaYagance, an\ VWaWe boUUoZing Wo finance a UeYenXe deficiW had Wo pa\ inWeUeVW

inWo Whe fXnd aW pXniWiYe UaWeV.

All WhiV ZaV empoZeUed b\ a neZ VecWion 105A of Whe ConVWiWXWion, Zhich gaYe

Whe commonZealWh Whe UighW Wo make an\ laZ needed Wo enfoUce Whe Financial

AgUeemenW, "noWZiWhVWanding an\Whing in WhiV ConVWiWXWion oU Whe ConVWiWXWion of

Whe VeYeUal VWaWeV oU an\ laZ of Whe commonZealWh oU of an\ VWaWe".

Rel\ing on WhoVe VZeeping poZeUV, Whe commonZealWh'V Financial AgUeemenWV

EnfoUcemenW AcW alloZed iW Wo place a VWaWe in UeceiYeUVhip and gaUniVh iWV

UeYenXeV, aV Whe commonZealWh did ZiWh NSW dXUing Whe Lang loanV cUiViV of
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1931.

TKHVH SURYLVLRQV JR YDVWO\ EH\RQG WKH LQVWLWXWLRQDO IUDPHZRUN WKDW QRZ H[LVWV, RU

LV OLNHO\ WR FRPH LQWR EHLQJ, LQ WKH HXUR]RQH. YHW WKH\ ZHUH WKH LQGLVSHQVDEOH

TXLG SUR TXRV IRU WKH FRPPRQZHDOWK ERUURZLQJ RQ WKH VWDWHV' EHKDOI DQG

DFFHSWLQJ WKDW WD[SD\HUV JHQHUDOO\ ZRXOG EHDU WKH ULVN RI SURIOLJDF\ E\ LQGLYLGXDO

VWDWHV. AQG WKDW ZDV LQ D FRQWH[W ZKHUH WKH FRQGLWLRQV IRU FR-RSHUDWLRQ ZHUH IDU

PRUH SURSLWLRXV WKDQ WKH\ DUH LQ EXURSH WRGD\: KLVWRU\, LQFOXGLQJ WKH UHFHQW

WUDXPD RI WRUOG WDU I, KDG EURXJKW AXVWUDOLDQV FORVHU WRJHWKHU, UDWKHU WKDQ

ZUHQFKLQJ WKHP DSDUW; DQG WKH FRPPRQZHDOWK, XQOLNH WKH EU, KDG FOHDU SRZHUV

RI WD[DWLRQ, ZKLFK DFWHG DV FROODWHUDO WR WKH JXDUDQWHHV RQ LWV ERUURZLQJV. IQ

FRQWUDVW, WKH HXUR]RQH FRXQWULHV DUH LQ D FULVLV RI PXWXDOO\ DVVXUHG GLVWUXVW, ZKLOH

WKHLU FROOHFWLYH LQVWUXPHQW, WKH EU, KDV YLUWXDOO\ QR WD[LQJ SRZHUV RI LWV RZQ.

NRQH RI WKLV LV WR VD\ WKDW MRLQW ERUURZLQJ LQ WKH HXUR]RQH LV LPSRVVLEOH. IQGHHG,

VRPH MRLQW ERUURZLQJ LV SURYLGHG IRU XQGHU WKH EXURSHDQ FLQDQFLDO SWDELOLW\

FDFLOLW\ DQG WKH EXURSHDQ FLQDQFLDO SWDELOLW\ MHFKDQLVP VHW XS WR KHOS ILQDQFH

DVVLVWDQFH WR GUHHFH DQG IUHODQG. BXW WKH GHUPDQV, WKH AXVWULDQV DQG WKH DXWFK

DUH XQGHUVWDQGDEO\ UHOXFWDQW WR EHDU WKH FUHGLW ULVN IRU ZHDNHU ERUURZHUV ZKHQ

WKH\ KDYH QRQH RI WKH VDIHJXDUGV RYHU WKRVH ERUURZHUV' EHKDYLRXU WKDW RXU 1927

DJUHHPHQW SURYLGHG.

AV D UHVXOW, WR WKH H[WHQW WR ZKLFK VRPH PRYH RFFXUV WRZDUGV FRPPRQ ERQGV, LW

LV OLNHO\ WR EH VWULFWO\ OLPLWHG. TKH PDLQ SURSRVDO DW SUHVHQW LV IRU ERUURZLQJ WKDW

ZRXOG EH XVHG WR ILQDQFH RQO\ D SRUWLRQ RI D FRXQWU\'V GHEWV: VD\ WKH SRUWLRQ

FRUUHVSRQGLQJ WR QR PRUH WKDQ 30 SHU FHQW RI LWV JURVV GRPHVWLF SURGXFW.

MRUHRYHU, WKRVH ERQGV ZRXOG KDYH VHQLRULW\ RYHU DOO RWKHU ERQGV WKH FRXQWU\

LVVXHG: VR WKH ERUURZHU FRXOG QRW PDNH DQ\ SD\PHQWV RQ WKH ERQGV LW KDG LVVXHG

LQ LWV RZQ QDPH EHIRUH IXOO\ PHHWLQJ WKH SD\PHQWV GXH RQ WKH ERQGV WKDW KDG

EHHQ LVVXHG LQ FRPPRQ.

BXW DQ\ VXFK VFKHPH ZLOO PDNH OLWWOH RU QR GLIIHUHQFH WR WKH LQWHUHVW FRVWV RI WKH

KLJKO\ LQGHEWHG FRXQWULHV. TKLV LV VLPSO\ EHFDXVH WKH JUHDWHU JXDUDQWHH DFFRUGHG

WR WKH KLJKHU VHQLRULW\ GHEW LPSOLHV DQ RIIVHWWLQJ LQFUHDVH LQ WKH ULVNLQHVV RI WKH

ERQGV VXFK D FRXQWU\ LVVXHV LQ LWV RZQ QDPH.

AV D UHVXOW, WKH RQO\ JDLQ ZRXOG FRPH LI WKH ERQG PDUNHWV EHFDPH PRUH OLTXLG,

WKDW LV, LI VWDQGDUGLVLQJ VRPH RI WKH GHEW PHDQW WKHUH ZDV D KLJKHU OHYHO RI
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WUadiQg, iQcUeaViQg Whe eaVe ZiWh Zhich WUadeV cRXOd RccXU aQd heQce UedXciQg

WheiU cRVW. WheWheU WhiV PaUNeW Vi]e effecW iV PaWeUiaO iV cRQWURYeUViaO. BXW eYeQ

ZeUe iW VigQificaQW, Whe gaiQ iW ZRXOd SURYide WR Whe cROOecWiYeO\ iVVXed debW

ZRXOd agaiQ be RffVeW b\ a ORVV Rf OiTXidiW\ RQ Whe debW each heaYiO\ iQdebWed

cRXQWU\ iVVXed RQ iWV RZQ UeVSRQVibiOiW\.

AV a UeVXOW, VXch a VchePe, WR Whe e[WeQW WR Zhich iW iV SROiWicaOO\ feaVibOe (aQd

WhaW UeTXiUeV VXbVWaQWiaO OiPiWV RQ Whe e[WeQW Rf Whe OiabiOiWieV iW ZRXOd acceSW), iV

aQ\WhiQg bXW a SaQacea. IW Pa\ haYe V\PbROic VigQificaQce, bXW iWV PaiQ

iPSRUWaQce iV aV a VigQ Rf gURZiQg deVSeUaWiRQ. IQ PaQ\ UeVSecWV, iW iV a caVe Rf

"faiOiQg fRUZaUd", Rf VWXPbOiQg RXW Rf diVaVWeU, bXW ZiWhRXW geWWiQg iW TXiWe UighW.

TheUe iV, QRQeWheOeVV, VRPe SURVSecW Rf a OiPiWed PRYe iQ Whe diUecWiRQ Rf

eXURbRQdV. AfWeU aOO, GeUPaQ ChaQceOORU AQgeOa MeUNeO ZiOO be fRcXVed RQ Whe

gURZiQg OiNeOihRRd WhaW FUeQch PUeVideQW NicROaV SaUNR]\, difficXOW aV he iV, ZiOO

be UeSOaced b\ Whe VRciaOiVW FUaQcRiV HROOaQde. WhiOe WheUe aUe cRQVWUaiQWV RQ

hRZ faU Vhe ZiOO gR WR heOS SaUNR, a V\PbROic VWeS WRZaUdV eXURbRQdV Pa\ be aQ

RSWiRQ. BXW iW ZRXOd be YeU\ V\PbROic iQdeed. AQd iW ZiOO ceUWaiQO\ QRW bUiQg Whe

eXUR'V cUiViV WR aQ eQd, PXch OeVV addUeVV Whe VWUXcWXUaO SURbOePV WhaW haYe giYeQ

UiVe WR WhaW cUiViV aQd Zhich, OefW XQUeVROYed, aUe ceUWaiQ WR UecXU.

 


