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Barmac Update

22nd December 2008 at 14:09 GMT

Bail out fever gathers pace with rumours following banks, building societies, insurance companies, Federal agencies, car makers etc. etc. etc. that our local chippy is in financial distress. I will personally be lobbying Darling and Calamity Brown to save the cornerstone of our local community and if they will not help then surely that well known Chicago based Irishman Barry 0’ Bama will find the dough. I think we stand a chance as the money currently being poured into western economies is so vast that who would notice a few grand to save our chippy.

How big are the bail-outs?
Well so far in the US the total is almost $3 trillion (see below) but the amount pledged to other programmes amounts to $8 trillion. A truly astounding amount of money. 
So how much is this money as it is very hard to get a handle on the scale of these numbers? To put the figures into perspective, we list below some of the things that this amount of money could have paid for in converted current dollars. All of the figures are courtesy of Elliottwave International.  So $3 trillion today would have paid for:-
· The Louisiana Purchase

· The entire New Deal

· The Marshall plan

· The Korean War

· The race to the moon

· The whole Vietnam War

· The savings and loans crisis

· The Gulf War

· The War on Terror
All of those items together cost approx $3 trillion in current dollar terms. Shockingly, World War II cost a mere $3.6 trillion.
So if they have already thrown this much money and as yet it doesn’t seem to be working very well, will more bailout packages really help?
Are we are then faced with a terrifying dilemma. If the bailouts continue to fail to gain traction despite the awesome spend so far, then the depth of the depression is going to be truly devastating. But if we witness some monetary traction then the vast increase in the monetary base could very easily trigger a bout of runaway inflation and a potential collapse of fiat money systems. 
We will be watching the bond markets closely for signs of collapse next year as if they start to reverse, the consequences would make the current problems appear trivial. The Weimar Republic could easily be re-run on a street near us all.

The major politicians are playing fast and loose with all our futures by debasing fiat money especially when you consider inflation in the UK is still over 4% and likely to remain high due to the crashing pound. This irresponsibility comes from a populist government frightened of fiscal proberty and endeavouring to use the current global problems as a cover for its own appalling handling of the economy and a blatant excuse for massive spending to attempt to gain re-election.

We watch developments with a sense of trepidation as the New Year approaches because we are afraid that panicking politicians of all hues will make a bad situation worse by debasing the currency. 
This would be the ultimate policy mistake as surely the primary fiscal role of ALL Governments is to safeguard the nation’s money and not bet it on the forlorn hope of staving off an economic downturn.
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This market report has been compiled and distributed by Barmac Asset Management Limited and is for Professional Intermediary use only.  This market report is provided for information purposes only and do not constitute investment advice or considered as an offer to sell an investment or a solicitation of an offer to buy an investment. 

Whilst all reasonable care has been taken to ensure that the information contained in this market report is true and not misleading at the time of publication, Barmac Asset Management Limited make no representation as to the accuracy or completeness.  No reliance may be placed, for any purpose, on the information and opinions contained therein.  Barmac Asset Management Limited accepts no liability whatsoever for any direct and/or consequential loss arising from use of this market report or its content. 

Any forward looking statements contained within this market report are based largely on expectation and are subject to a number of risks.  These risks include, but are not limited to, risks and uncertainties associated with economic, political and market factors affecting trading volumes and securities prices.

Remember that past performance should not be seen as a guide to future performance.  The value of an investment and any income from it can go down as well as up and may also decrease or increase as a result of changes in exchange rates between currencies.  Current tax levels and reliefs are liable to change. Investors may not get back the full amount originally invested.
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 Registered address:  27a Lidget Hill, Pudsey, Leeds, LS28 7LG
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