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No shelter in euro storm for Club Med
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WITH a European summit to be held on December 9, Thursda\'s headline in

France's leading paper, Le Monde, read "10 da\s to save the euro".

Unfortunatel\, Le Monde has now run that headline four times in as man\

months, \et the euro looks shakier than ever.

The EXUopean Financial SWabiliW\ FXnd, ZhoVe UeVoXUceV ZeUe Wo be bolVWeUed Wo

coYeU IWal\'V financing needV, iV UXnning loZ on caVh, ZiWh baUel\ enoXgh in iWV

kiWW\ Wo coYeU one \eaU of IWal\'V e[pecWed Uefinancing. And ZiWh IWal\ and Spain

UeVponVible foU one-WhiUd of iWV fXnding, and FUance UiVking a cUediW doZngUade if

iW incUeaVeV iWV e[poVXUe Wo Whe EFSF, Whe fXnd'V pUoVpecWV of VecXUing eYen half

Whe financing iW ZaV pUomiVed Veem UemoWe.

AV foU Whe EXUopean CenWUal Bank, Vince Ma\ laVW \eaU iW haV been foUced Wo bX\

moUe Whan E200 billion of bondV of Whe coXnWUieV XndeU pUeVVXUe, all Whe Zhile

den\ing iW inWendV Wo XndeUZUiWe WhoVe coXnWUieV' boUUoZing needV. BXW ZiWh Whe

EFSF VeUioXVl\ conVWUained, iW iV noW cleaU ZhaW alWeUnaWiYeV Wo Whe ECB e[iVW foU

Uefinancing IWal\'V VWill moXnWing, and XnVXVWainabl\ coVWl\, pXblic debW.

DoXbWleVV, EXUopean leadeUV aUe VcUambling Wo find oWheU opWionV. Ideall\, Whe\

ZoXld like Wo VhifW Whe bXUden on Wo Whe InWeUnaWional MoneWaU\ FXnd, aV Whe\ can

pUoYide UeVoXUceV Wo Whe IMF ZiWhoXW jeopaUdiVing WheiU oZn cUediW UaWingV.

And Whe poVVibiliW\ of Whe IMF Wapping fXnding fUom oWheU VWaWeV, noW leaVW China,

makeV iW eYen moUe aWWUacWiYe. BXW iW iV faU fUom cleaU hoZ accommodaWing oWheU

IMF membeUV Zill be. AfWeU all, WhoVe ZiWh long memoUieV Zill UemembeU Whe

US, in Whe lead-Xp Wo Whe collapVe of BUeWWon WoodV, WU\ing, bXW failing, Wo geW Whe

IMF Wo VocialiVe Whe loVVeV iW ZaV beaUing in VhoUing Xp Whe dollaU.

MXch haV changed, bXW WhaW eYen Whe US, aW Whe apogee of iWV poZeU, coXld noW
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dicWaWe WeUPV WR RWheU IMF PePbeUV highOighWV hRZ daQgeURXV iW iV WR aVVXPe Whe

eXUR]RQe'V ZiVheV ZiOO becRPe a UeaOiW\. LiWWOe ZRQdeU Whe eXUR]RQe OeadeUV'

cUedibiOiW\ iV fUa\ed WR Whe bUeaNiQg SRiQW.

PeUViVWeQW SUeVVXUeV RQ Whe bRQd UaWeV Rf fiVcaOO\ SUXdeQW cRXQWUieV VXch aV

AXVWUia aQd The NeWheUOaQdV, aQd Whe faiOXUe Rf GeUPaQ\ WR SOace Whe eQWiUeW\ Rf

iWV PRVW UeceQW bRQd iVVXe, VhRZ PaUNeWV aUe begiQQiQg WR WhiQN Whe XQWhiQNabOe:

Whe eXUR'V dePiVe.

ThaW Whe\ ZRXOd iV eaV\ WR XQdeUVWaQd. The eXUR dReVQ'W face RQO\ aQ iPPediaWe

cUiViV Rf UefiQaQciQg aQd bUiQgiQg XQdeU cRQWURO Whe COXb Med'V debWV. IW aOVR

faceV aQ eYeQ PRUe VeYeUe SURbOeP Rf UeVWRUiQg Whe cRPSeWiWiYeQeVV, aQd heQce

XOWiPaWe YiabiOiW\, Rf Whe COXb Med ecRQRPieV. ThiV UeTXiUeV a UedXcWiRQ Rf 20

SeU ceQW RU PRUe iQ WheiU OabRXU cRVWV UeOaWiYe WR WhRVe iQ GeUPaQ\.

BXW eVSeciaOO\ iQ EXURSe'V diVWRUWed OabRXU PaUNeWV, VR OaUge a faOO iQ UeaO ZageV

iV YiUWXaOO\ XQachieYabOe ZiWhRXW a cRPbiQaWiRQ Rf deYaOXaWiRQ aQd iQfOaWiRQ. YeW

Whe eXUR UePRYeV Whe fiUVW Rf WhRVe iQVWUXPeQWV ZhiOe Whe PaQdaWe Rf Whe ECB

UXOeV RXW Whe VecRQd.

WiWh WhRVe e[cOXded, Whe RQO\ RSWiRQ ZRXOd be a SURORQged SeUiRd Rf aXVWeUiW\, iQ

Zhich high XQePSOR\PeQW fRUced QRPiQaO ZageV dRZQ. BXW iW iV TXeVWiRQabOe

ZheWheU Whe COXb Med'V fUagiOe SROiWicaO V\VWePV cRXOd beaU Whe UeVXOWiQg VWUaiQV.

MaUNeWV WheUefRUe diVcRXQW WhiV RSWiRQ'V cUedibiOiW\, iPSO\iQg WhaW VRRQeU RU OaWeU

Whe eXUR PXVW iPSORde.

BXW iW iV eTXaOO\ cOeaU WhaW a ZRUOd ZiWhRXW Whe eXUR iV a SRVVibiOiW\ Whe eXUR]RQe'V

OeadeUV caQQRW eQYiVage. ThiV iV SaUWO\ becaXVe Rf Whe iPPediaWe SURbOePV Rf

PRYiQg WR aQ\ VXcceVVRU, iQcOXdiQg WhRVe Rf SUeYeQWiQg a PeOWdRZQ iQ baQNiQg

V\VWePV aV Whe COXb Med cRXQWUieV defaXOW RQ WheiU Za\ RXW. The dUaVWic ORVV iQ

SUeVWige aQd eOecWRUaO caUQage WhaW cRXOd fROORZ fURP abaQdRQiQg Whe eXUR addV

WR Whe feaU Rf a SOXQge iQWR Whe XQNQRZQ.

YeW WhaW UeViVWaQce aOVR UefOecWV Whe facW Whe eXUR ZaV QeYeU PeUeO\ aQ abVWUacW

SROiWicaO gRaO. RaWheU, hRZeYeU PiVcRQceiYed iW Pa\ haYe SURYed, iW ZaV a

UeVSRQVe WR WhUee SUeVViQg UeTXiUePeQWV.

FiUVW, fURP Whe OaWe 1960V RQ, Whe EXURSeaQV ZaQWed WR SURWecW WheiU ecRQRPieV

fURP APeUicaQ PRQeWaU\ iUUeVSRQVibiOiW\. Of cRXUVe, Whe URRWV Rf WhaW deViUe
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VWUHWFK EDFN WR CKDUOHV GH GDXOOH'V UHVHQWPHQW RI WKH US GROODU'V VWDWXV DV WKH

ZRUOG'V UHVHUYH FXUUHQF\. BXW GDXOOLVW UKHWRULF ZRXOG KDYH FDUULHG OLWWOH ZHLJKW

ZLWKRXW WKH ZLOG J\UDWLRQV LQ APHULFDQ PRQHWDU\ SROLF\, DOO WRR IUHTXHQWO\

H[DFHUEDWHG E\ LUUHVSRQVLEOH ILVFDO SROLFLHV. TKRVH ZHUH YLHZHG DV IRUFLQJ RQ WR

LQGLYLGXDO EXURSHDQ FXUUHQFLHV LQVWDELOLWLHV WKDW ZHDNHQHG DQG GLVWRUWHG EXURSH'V

HFRQRP\.

SHFRQG, DFURVV WKH VDPH SHULRG, IUHTXHQW H[FKDQJH UDWH UHDOLJQPHQWV ZLWKLQ

EXURSH PDGH LW GLIILFXOW WR VXVWDLQ VWDEOH HFRQRPLF SROLF\ VHWWLQJV DQG FUHDWHG

UHFXUULQJ XQFHUWDLQWLHV.

OEYLRXVO\, WKRVH PLVDOLJQPHQWV UHIOHFWHG GLIIHUHQFHV LQ SROLF\ DQG LQ WKH

VWUXFWXUH, IOH[LELOLW\ DQG UHVLOLHQFH RI LQGLYLGXDO HFRQRPLHV. BXW WKHUH ZDV D

ZLGHVSUHDG EHOLHI WKDW PRQHWDU\ XQLRQ ZRXOG VWDELOLVH H[SHFWDWLRQV, UHLQIRUFH WKH

FUHGLELOLW\ RI FRPPLWPHQWV WR DQ DQWL-LQIODWLRQDU\ VWDQFH DQG XOWLPDWHO\ IRUFH WKH

SDFH RQ SDLQIXO PLFUR-HFRQRPLF UHIRUPV.

MRQHWDU\ XQLRQ, ZLWK D JHQXLQHO\ LQGHSHQGHQW FHQWUDO EDQN, ZRXOG WKHUHIRUH DFW

DV ERWK DQ DQFKRU DQG DVWUDLWMDFNHW IRU WKH EXURSHDQ HFRQRPLHV, DQG HVSHFLDOO\

IRU WKH ZHDNHU DPRQJ WKHP.

TKLUG, SROLWLFDO HOLWHV LQ FUDQFH DQG GHUPDQ\ VDZ WKH HXUR DV FUXFLDO WR DFKLHYLQJ

D EDODQFH RI SRZHU ZLWKLQ EXURSH.

FUHQFK SUHVLGHQW FUDQFRLV MLWWHUUDQG, IRU H[DPSOH, FRQVLGHUHG WKH GHXWVFKPDUN

"GHUPDQ\'V DWRPLF ERPE" WKDW VXEMHFWHG FUDQFH WR "WKH W\UDQQ\ RI WKH PDUN",

PRVW GUDPDWLFDOO\ LQ 1992-93 ZKHQ WKH BXQGHVEDQN UDLVHG GHUPDQ LQWHUHVW UDWHV

WR 60-\HDU KLJKV. AV BULWLVK SULPH PLQLVWHU JRKQ MDMRU SXW LW \HDUV ODWHU, DIWHU

WKDW H[SHULHQFH "WKH ZKROH FUHQFK HVWDEOLVKPHQW ZDQWHG D VLQJOH FXUUHQF\ DV D

PHDQV RI W\LQJ GRZQ LHYLDWKDQ, RI ELQGLQJ WKH BXQGHVEDQN".

FRU KLV SDUW, GHUPDQ FKDQFHOORU HHOPXW KRKO VDZ D VLQJOH FXUUHQF\ DV D VPDOO

SULFH WR SD\ IRU FUHQFK DFTXLHVFHQFH LQ GHUPDQ UHXQLILFDWLRQ, HVSHFLDOO\ LI WKDW

FXUUHQF\'V JRYHUQDQFH FRXOG EH EXLOW RQ WKH BXQGHVEDQN PRGHO.

TKDW D OHVVRQ RI EXURSH'V PRQHWDU\ WUDXPDV ZDV WKDW "GHUPDQ\'V H[SRUW LQWHUHVWV

GHSHQG QRW PHUHO\ RQ D IXQFWLRQLQJ LQWHUQDO PDUNHW (ZLWKLQ EXURSH) EXW DOVR RQ

WKH DYRLGDQFH RI FXUUHQF\ GHYDOXDWLRQV ZLWKLQ LW" PDGH WKDW RSWLRQ HYHQ PRUH

DFFHSWDEOH. SR GLG WKH VFRSH IRU ILVFDO UXOHV WKDW ZRXOG OLPLW EXGJHW GHILFLWV DQG
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SXEOLF GHEW, GLVFLSOLQLQJ WKH DOO WRR OD[ JRYHUQPHQWV RI FUDQFH DQG VRXWKHUQ

EXURSH.

IQ UHWURVSHFW, WKLV ORJLF'V ZHDNQHVVHV VHHP DV REYLRXV DV LWV VWUHQJWKV. YHW WKH\

GR QRW DULVH IURP WKH GLIILFXOWLHV LGHQWLILHG DW WKH WLPH, LQFOXGLQJ WKH SRVVLELOLW\,

ULJKWO\ VWUHVVHG E\ BDQN RI FUDQFH JRYHUQRU JDFTXHV GH LDURVLHUH, RI "SHUPDQHQW

GLVHTXLOLEULD (ZLWKLQ EXURSH) DV D UHVXOW RI GLYHUJHQW HYROXWLRQV LQ SURGXFWLYLW\

DQG SULFHV". NRU GR WKH\ OLH LQ WKH ZLGHVSUHDG HYDVLRQ, E\ GHUPDQ\ WRR, RI WKH

SURPLVHG ILVFDO GLVFLSOLQHV.

RDWKHU, WKH WURXEOH ZLWK WKH SURMHFW LV WKDW LW UHVWV RQ VR IUDJLOH D EDVH RI SROLWLFDO

OHJLWLPDF\: LW GHPDQGV YDVW VDFULILFHV WKDW ZHUH QHYHU IUDQNO\ H[SODLQHG WR, PXFK

OHVV DFFHSWHG E\, WKRVH IURP ZKRP WKH\ ZRXOG EH H[WUDFWHG. WKHQ WKH FULVLV

VWUXFN, EXURSH'V OHDGHUV FRXOG WKHUHIRUH QHLWKHU DUWLFXODWH D FUHGLEOH YLVLRQ RI

KRZ LW ZRXOG EH RYHUFRPH QRU VHFXUH D PDQGDWH IRU WKH UHVRXUFHV DQG

LQVWLWXWLRQV RYHUFRPLQJ LW UHTXLUHV.

WKDW EHJDQ DV PXGGOLQJ WKURXJK KDV WKHUHIRUH GHJHQHUDWHG LQWR D URXW. BXW

KRZHYHU ODPHQWDEOH WKDW LV, LW ZRXOG EH ZURQJ WR GRZQSOD\ WKH UHDO ULVNV WKH

HXUR'V FROODSVH ZRXOG FUHDWH.

FRU HYHQ SXWWLQJ DVLGH WKH SUDFWLFDO LVVXHV, WKH VLQJOH FXUUHQF\'V GHPLVH ZRXOG

VKDWWHU WKH JRDOSRVWV WKDW KDYH IUDPHG H[SHFWDWLRQV LQ EXURSH IRU PRUH WKDQ D

GHFDGH, OHDYLQJ ERWK HFRQRPLF SROLF\ DQG WKH SROLWLFDO EDODQFH LQ EXURSH ZLWKRXW

EHDULQJV.

AOO WRR DZDUH RI WKHVH LPSOLFDWLRQV, EXURSH'V OHDGHUV DUH IDU IURP WKURZLQJ LQ WKH

WRZHO.

RDWKHU, WKH\ ZLOO SHUVHYHUH IRU DV ORQJ DV SRVVLEOH ZLWK D FRXUVH RI DFWLRQ WKDW

LPSRVHV HQRUPRXV FRVWV RQ WKH EXURSHDQ HFRQRPLHV, WKRXJK LW FRXOG DOVR IRUFH

DGMXVWPHQWV, QRWDEO\ LQ ODERXU PDUNHW UHJXODWLRQ, WKDW DUH JUHDWO\ RYHUGXH.

BRUQ RI WKH JOREDO WXUPRLO WKDW EHJDQ LQ WKH ODWH 1960V, WKH HXUR ZDV LQWHQGHG DV

D VKHOWHU IURP WKH VWRUP. TRGD\, ZLWK LWV FULVLV QRZKHUH QHDU UHVROXWLRQ, LW ULVNV

SURYLQJ D GHDWK WUDS IRU WKRVH LW VKHOWHUV. BXW, DV HHQU\ KLVVLQJHU RQFH REVHUYHG,

VWDWHFUDIW OLHV LQ "UHVFXLQJ DQ HOHPHQW RI FKRLFH IURP WKH SRZHU RI

FLUFXPVWDQFHV".
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WheWheU EXUope'V leadeUV can do Vo UemainV aV XnceUWain aV iW haV eYeU been.

 


