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Barmac Update

11th November 2008 at 22:33 GMT
PANIC IS EVERYWHERE YOU LOOK – 
LONDON , WASHINGTON, TOKYO AND EVEN PEKING
In London we today witnessed the shocking sight of ALL three major political parties vying to promise to bribe us with tax cuts with money borrowed from our children and grandchildren. Do we really believe that unfunded tax cuts could be anything other than an act of desperation and a sign that our politicians really DO NOT know what the hell to do.
The ghost of the 1930’s is around every corner. The vast issue of treasury debt to pay for the largesse of bail-outs, tax cuts and “contra-cyclical” spending will destroy either the pound or the bond markets – or maybe both. It will almost certainly mean that bonds will ultimately crash, driving up interest rates and perpetuating a terrible recession. 
The more the politicians feel the need to act the worse it will get.

But British politicians are not alone with massive stimulus packages as Tokyo fires up the printing presses and Italy saves yet another bank.

In China, the new Imperial dynasty came out with a big bailout program of its own over the weekend. A plan called a “Social Stabilization” program, in which the government will spend more than half a trillion dollars to try to avoid a revolution. We’re just guessing that that is what disturbs policymakers’ sleep in the Middle Kingdom – the horror of hundreds of millions of desperate, jobless Chinese.

BUT THE WORLD STILL RELIES UPON THE 13 COLONIES AND OVER THERE THEY ARE REALLY STARTING TO GET GOING WITH BAIL-OUT AFTER BAIL OUT. WHERE WILL IT ALL END?

But as Martin Weis states below the world could face a terrible cost if bond markets buckle and stock markets follow suit.
…..”Nearly everywhere you look, another massive corporation is announcing staggering losses and begging Washington for billions to avoid bankruptcy.

CASE STUDY #1 — General Motors: $25 billion wasn’t enough — needs $50 billion more to survive! 
GM’s sales are down 20% in a year. Its share price is down nearly 90% — from $31.14 a year ago to $3.36 at yesterday’s close. 

The last time GM stock was this low, Harry Truman was in the White House and Elvis Presley was in grammar school….and now, analysts are warning that America’s largest automaker may soon be worth zero.

Investors have every reason to fear for GM’s survival: Last Friday, GM posted a $2.5 billion net loss for July, August and September, bringing its 2008 losses to $21.3 billion. 

Worse: Yesterday, the company revealed that despite the $25 billion in Washington aid already on the way, it is now burning through its cash reserves at the staggering rate of $2.3 billion per month. 

The company’s top executives now freely admit that without a bailout, GM will likely go broke in the first half of next year. 

Alarmed that an estimated 1.4 million GM workers and suppliers could suddenly find themselves out of work, House Speaker Pelosi huddled with car company executives to arrange another additional bailout of up to $50 billion. And during his visit to the White House yesterday, President-Elect Obama urged President Bush to sign the bill when it passes Congress.

CASE STUDY #2 — American International Group (AIG): $150 billion refinancing announced yesterday! 
First, the Fed gave AIG an $85 billion line of credit in a failed attempt to save America’s largest insurer.

When that failed to work, the Fed added $38 billion more through its borrowing facility.

And when the company continued racing towards failure, the Fed agreed to buy more billions of AIG’s toxic commercial paper.

Now — just yesterday — after announcing it still lost a whopping $25 billion in July, August and September, the government revealed that it refinanced AIG’s earlier loans with better terms and gave them still MORE money for a new, total rescue package of $150 billion! 

That’s just ONE single company, and already it has gotten as much money as the entire U.S. population got from the economic stimulus package of 2008.

CASE STUDY #3 — Fannie Mae: Losing money so fast, it could need as much as another $100 billion or shut down completely!
Despite the $100 billion already spent to bail out Fannie, the company has revealed that it lost a staggering $29 billion in the third quarter — an announcement that means America’s largest mortgage lender will probably need untold billions more to avoid a total shut-down.

Ten Billion Here ... A Hundred Billion There ... 
Before You Know It, You’re Talking REAL Money! 

Anyone who thinks that these three companies are alone — and there won’t be hundreds more lined up behind them to demand their share of the greatest bail-out bonanza in history — is dreaming. 

Just yesterday, we heard more calls in Congress for a second huge stimulus package in an attempt to get shell-shocked consumers to begin spending again.   

And anyone who believes the government can magically create all of this wealth out of thin air is greatly mistaken. They will have to BORROW the money. Indeed, last week — even BEFORE this latest news hit the wires — the US Treasury announced that it will borrow a total of $550 billion — more than the entire deficit for ALL of fiscal 2008 — just in the last quarter. 

But even that record-smashing amount is only the tip of the iceberg: Goldman Sachs analysts announced that, to finance an $850 billion federal deficit ... to buy $500 billion in bad assets ... and to roll over $561 billion in maturing Treasury securities, Washington will have to borrow TWO TRILLION DOLLARS! 

	Paying the piper for U.S. Gov’t Bailouts:
$2.7 TRILLION 
in loans and commitments — and more to come!

	TARP
	$700 billion 

	Bear Stearns
	$29 billion

	Detroit Big Three 
	$25 billion

	AIG
	$150 billion

	Fannie and Freddie
	$200 billion

	Mortgage-backed secs.
	$144 billion

	FHA Rescue bill 
	$300 billion

	JPM for Lehman 
	$87 billion

	Fed’s TAF program
	$200 billion

	Commercial paper
	$50 billion

	Fed currency swaps
	$740 billion

	Total: 
	$2.7 trillion


Worse: That $2 trillion will almost surely STILL not be enough: Just to cover the bailout loans, investments and commitments the government has announced SO FAR, the total bill comes to a whopping $2.7 trillion. (See table at right).

As the U.S. economy continues to crater ... as federal tax revenues continue to plunge ... and as Washington continues to run amuck with new bailouts ... Washington could easily add another $1 trillion or even more to this borrowing spree!
A NEW Orgy of U.S. Government
Borrowing Is Directly Ahead!
This reality — the fact that the greatest tidal wave of Treasury bonds in history is about to slam into the markets — means two things:

1) Crashing bond markets with a guaranteed depression to follow

2) Ditto for all global equity markets.

It is clearly not a pretty sight but saving every enterprise or employer will eventually only make matters worse.”
Article reproduced by kind permission of “MoneyAndMarkets.com”

For more on Martin Weiss, visit his website at www.martinweiss.com

As we have always said politicians should be treated like Victorian children and should be seen but not heard as their meddling and pandering to popular fears will make a terrible situation irredeemable.
We are mentally prepared for a long dark Japanese style soft depression/stagnation but if Bush/Brown and Obama have their way it could be much, much worse.

END
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