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The privatization mania is now in total reverse: all our government systems are owned by privateers and foreign powers while all our private banks and industries are being bought up by our government which owns NOTHING.  This deal is the final stage of the corruption and destruction of the once-mighty US empire.  Stocks will shoot upwards on this latest faux rescue. 

 

For the Sovereign Wealth nations like Japan and China know that this bail out puts the ENTIRE US system in their claws!  They will end up owning us while we get to own only the LOSSES of the entire PRIVATE banking system!  Isn’t that a great bargain?  This is the end game of the US experiment in Free Trade and Floating Currency [unsound money] regimes.

Here is a weekend article about the Derivatives Beast.  He is happily at work, devouring everything.  Being a creature from the dread Cave of Wealth and Death, he is invisible so long as all monetary systems run in the green.  If the numbers that run through our entire financial system’s computers always are positive, the derivative contracts are positive.  They create wealth and profits.

 

But when they all move in the negative side, when the ‘1’s become ‘0’s or worse, simply VANISH, then all of them do this.  The[y] ‘flip’ with surprising suddenness.  This ‘flip’ trigger system is inherent in the entire concept of using derivatives to hedge.  Hedging used to be, investing in contrary systems that are dormant [i.e., not profitable] until there is a financial problem elsewhere.  Then they become profitable.  This way, bankers and investors could be more reckless in bidding up things or lending money to not-so-good debtors. 

 

But over the last 10 years, the destabilized system of the free trade regime has caused these ’safety valves’ to be very, very profitable.  So all the bankers and investors decided, all hedges had to be profitable in BUBBLE markets as well as in BEAR markets.  So all the hedges were changed to be constantly running positive numbers when all other investments were positive numbers.

 

This had a dual effect:

1. All systems were creating more money that was being dumped into a system swimming in money.

2. All systems were interlocked into each other so they would all create more money as the money supply grew.

 

The very favorite venue for making money via interlocking systems was in the floating currency sector: 

1. The Japanese carry trade which the Bank of Japan set into motion in order to weaken the yen so Japanese industrialists could win the international trade wars.

2. Placing bets on variable interest rate differentials between rival trade nations that were obviously rigged by Japan so the bets all paid off very handsomely since the dynamics never changed.

3. Bribing or manipulating negotiators so that the same dynamic in the currency markets would continue in the teeth of increasing trade imbalances.

4. Hyper-insider trading by organizations which controlled the international currency and banking regulators such as the BIS, World Bank, IMF and other entities.

 

Citigroup is bankrupt.  Indeed, all our major international banking entities are all utterly and totally bankrupt.  They have been bankrupt for the last 18 months.  They all began to fall like dominos when the Japanese carry trade regime collapsed in July, 2007.  To this day, they all refuse to talk about the dire and direct and to me, obvious, connection between the rise of the yen, the collapse of the Japanese carry trade and the ongoing collapse of the G7 banking system.

 

As we shall see today, the sole solution being offered in this dynamic collapse is for the US and Europe to inflate their government obligations and debts to recapitalize a bunch of banks that deserve not capitalization but capital punishment: execution.  Indeed, arresting and punishing the people who set this mess into motion and drove it off the cliff is a very, very important part of the solution to our problems.

 

Business Spectator - A tsunami of hope or terror?
As the world slips into recession, it is also on the brink of a synthetic CDO cataclysm that could actually save the global banking system. 

It is a truly great irony that the world’s banks could end up being saved not by governments, but by the synthetic CDO time bomb that they set ticking with their own questionable practices during the credit boom.
Alternatively, the triggering of default on the trillions of dollars worth of synthetic CDOs that were sold before 2007 could be a disaster that tips the world from recession into depression. Nobody knows, but it won’t be a small event. 
A synthetic CDO is a collateralised debt obligation that is based on credit default swaps rather physical debt securities. 
 

This is completely insane.  Or rather, the entity the is not physical, as the article above admits, will not suddenly cause a flood of money to flow to anyone.  This money was not even on the level of magic, fake money produced by extending credit.  It is one step deeper into the Cave of Wealth and Death than mere loans.  Mortgages, incidentally, include the word ‘death’ in it.  Our distant ancestors correctly understood the connection between borrowing and the hazards of borrowing.

 

Bank collapses due to excessive lending to deadbeats like King Edward of England in the Middle Ages, were known since 1350, AD.  Incidentally, this is right about the time banking was being invented by the Northern Italians like my Bardi ancestors.  Their ruin due to default on loans was very well known by bankers who followed in their footsteps.  All of them swore, they would NOT make the Bardi mistakes.

 

Then they make the exact same mistakes.  We all recognize that money created via lending can vanish like glaciers in a global warming event.  There is NEVER, EVER, any counter-event that can make money appear magically during epic downturns due to major entities not paying off past loans.  These bankruptcy cycles are known as ‘depressions.’  National banks were set up to prevent these inevitable depressions by always inflating the money supply via government spending.

 

But now, all capital for all the major banks are now government debts.  And these governments are rapidly going bankrupt like we see in Iceland.  

 

Business Spectator - A tsunami of hope or terror?
Here’s how it works: a bank will set up a shelf company in Cayman Islands or somewhere with $2 of capital and shareholders other than the bank itself. They are usually charities that could use a little cash, and when some nice banker in a suit shows up and offers them money to sign some documents, they do. 
That allows the so-called special purpose vehicle (SPV) to have “deniability”, as in “it’s nothing to do with us” – an idea the banks would have picked up from the Godfather movies. 
 

Special Purpose Vehicles are like all the bizarre and stupid things rolling about our planetary banking/investment systems.  It brings to my mind, the #7 Major Arcana Tarot card, the Chariot.  It is a vehicle pulled by two horses who are exact opposites of each other, yin and yang.  It is the merging point for male and female.  The modern SPVs the banking system concocted are designed to MOVE money from one place to another.  Offshore to pirate coves owned by the Queen of England or Iceland or the tiny mountain principalities in Europe.  Or to former British and Portuguese colonies carved out of the belly of old imperial China.

 

The above article is actually a very good summary of all these things.  I recommend reading it.  Now, on to the latest, most insane investment banking rescue operation:

 

Plan to Rescue Citigroup Begins to Emerge - NYTimes.com
Under the proposal, the government would shoulder losses at Citigroup if those losses exceeded certain levels, according to these people, who spoke on the condition that they not be identified because the plan was still under discussion.
If the government should have to take on the bigger losses, it would receive a stake in Citigroup. The banking giant has been brought to its knees by gaping losses on mortgage-related investments.

If approved, the plan could serve as a model for other banks, heralding another shift in the government’s morphing financial rescue. The Treasury Department initially proposed buying troubled assets from banks but then reversed course and began injecting capital directly into financial institutions….Bank of Ireland is 70% owned by overseas institutional investors, with about 10% owned by domestic institutions.

The news came as it emerged that Anglo Irish Bank had secured commitments for a capital-raising exercise believed to be in excess of €1 billion. The bank expects the issue to close early next year.

It is understood that in a lengthy meeting on Thursday night Anglo told Brian Lenihan, the Irish finance minister, it was in a strong position to pursue a course as an independent institution, and it could find enough private capital to bolster its balance sheet. Anglo has retained Morgan Stanley to help it source capital.
 

I was too tired, after working in the woods, sawing up and moving oak trees for firewood, to post about that impending rescue operation.  I am now fatalist about this.  No one can stop our government from bailing out the bribers who own our government.  

 

A particularly dire remark in the NYT article is the business about this bail out being the model for the entire banking system from now on.  I say, the French nationalized banks in trouble including even profitable ones.  They do this when the entire system is in trouble.  The British had to take over an offshore bank last year so they nationalized it.  They didn’t give the pirates from Jersey, an island owing allegiance to Queen Elizabeth, a huge government loan.  They nationalized it.

 

Note the last line in the above article here: Morgan Stanley is going to help Ireland’s banks ’source capital.’  HAHAHA.  Talk about impossible!  And stupid.   Morgan Stanley’s Letter-to-Shareholders-2007.pdf is hilarious.  It is from last year!  There is no other statements to investors this entire year since then.  Can’t the bosses of Morgan Stanley dictate letters to their secretary?  This pathetic letter that begs investors to be patient!  Well, the stocks back then were $60 a share and are now only $10 a share and going into Citigroup territory.  Citigroup is dropping into Bear Stearns territory.  This letter is the ONLY communication from the gnomes at the top of Morgan Stanley for over a year!  

 

 

While the organization becomes increasingly disorganized, silence falls.  I see this at all organizations going bankrupt.  When they run out of ‘good news’ lies, they simply don’t say anything at all. 

 

 

Morgan Stanley’s vehicle is crashing in exactly the same way as Citibank, Lehman Brothers and Bear Stearns.  This is due to everyone playing the exact same games at the exact same time: the derivatives games based on the Bank of Japan’s carry trade/floating currency games.  Which collapsed last year.

 

And frankly, what on earth does this reporter mean by ’source capital’?  HAHAHA, again!  I will take a wild guess: find some schmuck to buy the stocks of bankrupt banks?  And these schmucks are SWF nations?  Or better still, the US taxpayers who are the biggest and stupidest schmucks on earth?  And how, pray tell, is Morgan Stanley going to do this?

 

Ah, the art of bribery!  Finessed to the highest degree in Washington, DC.  During the last election, the media focused on how the candidates raised money online via small donors.  And they did.  But when we compare the $10 million raised this way versus the actual $1,000 billion actually raised via powerful organizations using our elections to funnel bribes to the final two candidates and we see clearly that this is ’source capital’ in the sense of ‘fleecing taxpayers to line the nests of the wealthy and powerful.’
 

And the bail out of the very rich who own the collapsing Citigroup organization is a lot of fleece!  Ba-ba-blacksheep hasn’t any wool, has he?

 

Citigroup Gets $306 Billion Loan Guarantee, $20 Billion of Government Cash
 

(Bloomberg) – Citigroup Inc., facing the threat of a breakup or sale, received $306 billion of U.S. government guarantees for troubled mortgages and toxic assets to stabilize the bank after its stock fell 60 percent last week.

Citigroup also will get a $20 billion cash injection from the Treasury Department, adding to the $25 billion the company received last month under the Troubled Asset Relief Program. In return for the cash and guarantees, the government will get $27 billion of preferred shares paying an 8 percent dividend. Citigroup rose as much as 41 percent in German trading today.

The Treasury, Federal Reserve and Federal Deposit Insurance Corp. said in a joint statement that the move aims to bolster financial-market stability and help restore economic growth. The decision came after New York-based Citigroup’s tumbling share price sparked concern that depositors might pull their money and destabilize the company, which has $2 trillion of assets and operations in more than 100 countries.

“It really was a must-do thing,” said Nader Naeimi, a Sydney-based strategist at AMP Capital Investors, which manages about $85 billion. “If they’d let Citigroup go, that would’ve been disastrous.”
 

 

OK, fellow lambs: let’s tally up these numbers!  The US government gave, outright, a total of $40 billion to this pirate organization run by insane banking gnomes.  This $40 billion of taxpayer supported funds bought us a fabulous deal: $27 billion in ‘preferred stocks’.  Oh, how fabulous.  Deals like this break a bank pretty fast, don’t they?  On top of that, the US taxpayers must capitalize these crooks to the tune of…$305 billion more????  This is a total of $345 billion in exchange for $27 billion in preferred stocks!

 

Good grief.  And does America have any Sovereign Wealth Funds to pay for all this?

 

NO!  Sorry.  We are deep in debt.  It is no shocker to learn this week that China now holds more US debt than any nation on earth.  Congratulations to the Communist Chinese.  You guys fulfilled your 50 year plan to ‘be bank’ in less than half that time.  The does [How is?] all this debt going to help us ‘restore economic growth’ when the main thing the US has been growing this last decade has been DEBTS?

 

Of course, global investors will rush in to buy the new stocks in the Citigroup new incarnation.  Why not rename that former bank to ‘Citisteal’.  They are stealing our future.  To save the corrupted, utterly ridiculous banking system, we are stealing our children’s futures.  

 

This takes us back to why the privateer bankers who own the Federal Reserve—yes, they OWN it—should be removed, their bank closed down and the US government take over the whole thing by nationalizing our central bank.  The entire excuse used by the conspirators who went to Jekyll Island to plot the creation of this irresponsible banking system was, this would prevent bubbles and depressions.

 

Their track record STINKS.  Not only has this not prevented depressions, it has devalued the US dollar immensely since its launching.  And now, it has destroyed our entire economy.  How DARE they talk about fixing our economy when they are destroying it, not fixing it.  This latest rescue operation makes rich speculators richer.  And makes us poorer.  If our government lent US directly, the $3 trillion they are lending the irresponsible bankers who control the Federal Reserve, we would be out of the hole, long ago!

 

But all this loot is being used to prop up the stock markets and foreign entities who now own most of our debt.

 

Insurers Seek to Buy Thrifts To Get Piece of Bailout - washingtonpost.com
Several major life insurance companies are taking the extraordinary step of trying to buy savings and loan institutions in order to qualify for a piece of the government’s $700 billion rescue fund.

The insurance companies are in relatively healthy shape, analysts say, but they either view the opportunity as too good to pass up or worry about the future.     

“We are taking these actions as a strong and well-capitalized financial institution looking for maximum flexibility and stability,” Ramani Ayer, chairman and chief executive of the Hartford Financial Services Group, said in a recent statement.
 

The sharks know where the loot is and they are on a major looting expedition.  This is being paid for by our government.  This is why direct bail outs BEFORE bankruptcy are VERY BAD.  This is an important point in banking dynamics: if you excuse people not paying mortgages and let them live in homes for free, no one will ever pay mortgages back and this causes the banking system to collapse.  And if you excuse bankers from capitalizing their banks and let them make loans to people who can’t pay them and then, when the bankers go bankrupt, you capitalize them, NO ONE WILL EVER BOTHER TO DO THINGS RIGHT IN THE FUTURE!  

 

This is called ‘moral hazard’.  The temptation to be naughty and then be saved is irresistible.  Honest, hard working, sober people who don’t do bad things are milked via the governments to prop up and assist reckless lenders and borrowers who get to keep their ill-gotten gains while the savers who toil lose everything as the currency is devalued.

 

FDIC and state regulators shutter three banks - MarketWatch
As of Sept. 30, Downey Savings had total assets of $12.8 billion and total deposits of $9.7 billion. PFF Bank had total assets of $3.7 billion and total deposits of $2.4 billion, according to the FDIC.

In addition to assuming all the deposits from the two California banks, U.S. Bank will purchase virtually all their assets. The FDIC will retain any remaining assets for later disposition.
The US is purchasing the assets of all banks that are failing.  The FDIC can’t do this very much longer since it, too, is not sufficiently capitalized.  The entire US debt/banking system has run in the red for so long, none of it has a penny in capital.  The ‘capital’ it has possessed was mostly in the form of…..DERIVATIVES.  Which are part of the Beast.  Which is devouring everything in sight now.

 

Reckless lending, thus creating repeated housing and stock market bubbles during the last 35 years has finally reached its destiny.  It is dead.  We tried to discover how far one can drive a SPV chariot of fire.  And now the two yin yang horses have bolted and our chariot has crashed.  We flew this Chariot of Fire to the sun and now are crashing just like in the ancient Greek myth of Phaëton:
Phaeton bragged to his friends that his father was the sun-god. One of his friends, who was rumored to be a son of Zeus, refused to believe him and said his mother was lying. So Phaeton went to his father Helios, who swore by the river Styx to give Phaeton anything he should ask for in order to prove his divine paternity. Phaeton wanted to drive his chariot (the sun) for a day. Though Helios tried to talk him out of it, Phaeton was adamant. When the day came, Phaeton panicked and lost control of the mean horses that drew the chariot. First it veered too high, so that the earth grew chill. Then it dipped too close, and the vegetation dried and burned. He accidentally turned most of Africa into desert; burning the skin of the Ethiopians black. Eventually, Zeus was forced to intervene by striking the runaway chariot with a lightning bolt to stop it, and Phaëthon plunged into the river Eridanos.
 

It is amusing to me that Helios has to swear by the river of death before handing over his great powers to a mere half-human.  And a lightning bolt ends the careening career of this inept young man.  The chariot of fire here is like our entire financial system: the central bankers are not responsible, sober people seeking to keep an even keel and drive safely.

 

Indeed, Greenspan himself liked to talk about how the economy driving business was more like driving BLIND.  He and his buddies like to tell us, ‘The windshield is blacked out so we can’t see the road,’ and other lies.  I said, years ago, ‘Then let someone who CAN see out the windshield drive the car!’  

 

The US economy swoops down and then roars upwards, we get hot and cold alternating.  I can remember back to 3 years ago [astonishing, isn't it?].  Back then, in the olden days, Bernanke walked into the Fed and decided, he better raise interest rates from 1% to 4.5% fast!  So he did it in many close steps.  Then, when it reached about half the level of real inflation [savings had collapsed long ago] he panicked and dropped the rates to BELOW where Greenspan stupidly dropped them in the wake of the Dot Com stock collapse.

 

Up and down goes our chariot.  Only Zeus got tired of this and threw a Chinese lightning bolt at us.  Now, we are going bankrupt due to the yen getting stronger.  Heh.  A convoluted story.  The Chinese, over a year ago, warned the Japanese to stop joining the US in demands for the yuan to go up in value while Japan merrily made the yen weaker and weaker.  The yen, in July, 2007, was at about 120 to the dollar.  The Chinese began to buy and hold yen and now, everyone is doing this and the yen is now stronger, much stronger: 95 to the dollar, more or less.

 

Bailout for Bank of Ireland - Times Online
THE Irish government has agreed to take part in a €3 billion (£2 billion) bailout of Bank of Ireland that will be led by private equity. The deal would be the first state aid for an Irish bank.

This week a number of private-equity groups will make proposals to BoI. A condition of the government cash injection will be that new investors are locked in for a set time to ensure they don’t try to sell quickly and make a big profit.

Names already linked with a potential investment include Cardinal Asset Management, an Irish investment firm, Sandler O’Neill, Texas Pacific Group and JC Flowers.

Ireland was one of the first countries to respond to the credit crisis with a guarantee for bank liabilities worth some €440 billion, but until now it has not bailed out or nationalised any banks, and they have not raised equity themselves.
 

HAHAHA.  The guys buying up the nationalized banking mess in Ireland can’t profit from it too much, too fast?  Ireland is in hock to nearly a trillion dollars?  Ouch.  I notice that JC Flowers, a very rich man, is in the news in this bail out story. He is a major shark swimming in the offshore seas.  Here is one of my old stories that has information about JC Flowers from April 17, 2007:  Money Matters: Sallie Mae: Debtors Can’t Go Bankrupt
 


So where to go? The hedge funds tapping into this eternal pool of potential IOUs looked around and discovered, thanks to the moronic, deadly Republican debt laws they passed recently, no one can EVER discharge a student loan by going bankrupt! Haha! There’s gold in them thar hills!

From Market Watch:
Shares of student-loan firm Sallie Mae jumped about 18% Monday after the company agreed to sell itself to a group of private-equity firms and two major banks for $60 a share, or about $25 billion, the companies said Monday.

 

Shares of Sallie Mae jumped $8.23 to $54.99 Monday morning.

J.C. Flowers & Co. and Friedman Fleischer & Lowe LLC plan to take 50.2% ownership in the new firm, with J.P. Morgan and Bank of America each taking 24.9% stakes in the company, formally known as SLM Corp.
“We are pleased to invest in Sallie Mae and help provide increased liquidity, stability and financial strength,” J. Christopher Flowers, managing director at J.C. Flowers, said in a statement. “Both Bank of America and J.P. Morgan Chase have fully committed to support the company with short- and long-term financing.”

 

They are taking over these loans and they love the bad loans the most. While reading all the sad stories of often very badly educated people who were victims of an educational scam, I noticed that the majority were from people who had declared bankruptcy BEFORE the new bankruptcy laws were passed and they were suddenly the victims of these bankers seeking PAST funds they thought were discharged.

So they all got, in the last two years, notices that they had to pay back the full loans plus interest at 8-17% and penalties! This meant, the average past loan dropped when bankrupt could quadruple! So paying off $10,000 meant paying back $40,000 or more. Not only that, the banks set the repayment rates so these are like credit cards only with one huge craveat: they can’t be escaped via bankruptcy!
 

 

And finally, two stories from one of the oldest redoubts of the banking gnomes, from Switzerland:

 

UBS Overstated Property Values by $100 Million, Dismissed Executive Says
 

They all did this.  All the banks, across the planet, lied about the value of many things.  Now, great wealth is worthless.  Lies worked only for a while.  But now, thanks to the banking collapse, Libra is balancing the books and deducting losses.  And things once valuable are collapsing in value as money vanishes.  Great works of art, yachts, palaces are all falling in value alongside the failure of value of shanties and shacks in California and Florida.  Both are in the same chariot of fire.

 

BBC NEWS: UBS loses favour with angry Swiss
In Zurich, UBS head office sits astride Paradeplatz - Parade Square to you and me.

But in recent months, the Swiss have renamed it Piratenplatz - or Pirate Square - to signify what they believe is the daylight robbery that has taken place over the last 12 months. Not of their biggest bank, but by it…

“We know of course that investing money is a risk, but we didn’t expect this. Now we want to know who was responsible,” said Roby Tschopp, spokesman for one of the shareholder groups….Management assurances that the bank was on the road to recovery were swiftly followed by a £40bn ($60bn) rescue package from the government, available to all Swiss banks. This caused more fury among taxpayers.

Marcel Ospel stepped down as chairman, and a new pay structure with fewer bonuses was announced.

But Mr Ospel has so far declined to return the rumoured £10m bonus he received last year.

“I think ordinary Swiss feel betrayed by UBS,” banking analyst Hans Geiger says.

It was special to us, it controls 25% of the domestic banking market, which is huge.”

“We believed that UBS had the best risk managers and it turned out the opposite was true,” he adds.
The opposite is now true across the board.  Yin and yang are reversed. Up is down.  All the games of the past are collapsing.  And the rescue operations are doomed to failure since they are all aimed at reviving this mess, to get the Chariot of Fire to fly to the sun yet again.  There are  many mythological stories like the Phaeton story.  Icarus demanding his father give him wings so he could fly. Ignoring his father’s warning not to fly to the sun, he does exactly that: flies to infinity.  And is destroyed.  Then, there is Bellerophon who was given permission to ride Pegasus and slay the Chimera.  He then decides to fly to Olympus and again, Zeus knocks him down.

 

We all desperately want to go to infinity!  And infinity is verboten.

 

FEEL FREE TO EMAIL ME AT emeinel@fairpoint.net

