Financial and economic developments

26th March 2009 

Good evening this is Dvanak. Thank you for coming back to work with us so soon. We want to talk to you about the world financial situation and also the economic woes which the world is currently experiencing

The Achilles heel of the world financial system, as you will gradually become aware is its inter-connectedness, its inter-dependence. There are very few nations now which will not be affected by the gradual decline, the gradual unravelling – collapse – of the financial system. This will be aggravated and is obviously completely inter-dependent with the world economies; in fact in many respects the two are indistinguishable

But what you are going to start to see now is the continuing erosion of the banks capital positions by not only the failure of large companies and corporations, many of which you will already be seeing posting disastrous results, but also the collapse and failure in some cases of a number of small and medium-sized nations; that’s right Matthew the economies of whole countries will fail. And this is just now starting to become apparent
This will serve to further undermine the whole system as the loans and financial mechanisms which are in place to underpin these failing nations -  the tentacles of this web of financial support - are spread far and wide. And so banks in Western Europe will start to be seriously affected by company failures; by government failures and the failures of national economies in other parts of the world, particularly Eastern Europe

This situation will gradually worsen and will seriously threaten the health of the wealthiest and most powerful of nations, who will believe that it is essential to try all means at their disposal to support failing nations as these represent export markets and the health of these nations is believed to be – the financial and economic health of these nations is believed to be key in the return to any normal market conditions

The banking crisis if you like , which catapulted a few extremely large banking names into the public awareness just a short while ago, one of the major failings it is now believed of the way that initial crisis was handled was to allow Lehman Brothers to fail. Now with the benefit of hindsight this is considered a disastrous mistake, and for this reason not only will enormously large sums of funding be pledged by the wealthier nations to attempt to shore up their failing indigenous industries and manufacturing, but also to support – bail out if you like – the less robust economies; those countries which will fail if such support is not made available
So you see there is now on the part of the wealthier nations a strong belief that it is dangerous to allow organisations and companies or certain governments and nations to fail in this way. this means that countries and economies which were until a short while ago perceived to be extremely robust and on a very healthy footing will gradually have this strong base eroded ; in many cases through no particular failing of their own other than the erroneous belief that there is a need to support all nations, all industries, all economies. 
Unfortunately Matthew the situation will soon become apparent where national economies will fail; further banks will fail; manufacturing and large industries, many household names will in some cases fail in other cases be forced to break up. Parts of these companies will disappear; others will have to adapt and modify the way they behave; the products they produce and the volumes of material they produce. As one thing above all is guaranteed from this restructuring if you like and that is that volumes of manufactured goods, consumer items, these sorts of products from companies across the world: the volumes of production will fall, and will fall steadily, to a point where some items considered to be a necessity a short while ago, will all but disappear
So, now that the initial shockwaves appear to have passed through the system, and not to have destroyed it; whilst many believe that the worst is over in fact there is now following a rather insidious drip drip drip if you like; a rather corrosive drip of unrelenting pressure to change the shape of the financial and economic systems we have come to accept as normal

These will be unable to resist the steady pressure, the steady pressure almost if you like from within, to in some cases break up; in others to find a new shape; in others to disappear completely. Pressures will not go away and the volumes of manufacturing will steadily decrease. The values of key assets across the globe will continue to steadily fall
Unfortunately individuals at this point in time are going to be squeezed from all directions and this will result in an extended period of unpleasant and unwelcome disruption; social disruption. A lot of the anger will be focused on the authorities, the banks and people in key positions of power. Because the individual will be feeling very vulnerable and insecure and this general state of lack of confidence will not disappear. It will be constantly reinforced by more and more bad news on all fronts

So we are aware Matthew this is a rather dismal outlook, but this is the situation which the world is now facing, and as you know there are other factors about to be introduced into the mix which will simply exacerbate and exaggerate this state

So we are now in a position to prepare and present through you more and more detailed appraisals of the situation. This will continue to be the case and these messages will grow in complexity and in the topics covered

We look forward to working with you again soon; we would ask that all the information made available in this way is passed on to the individuals who have read your past papers

Do enjoy the rest of your evening
