Financial bailout — what’s next

The U.S. Treasury banking bailout will test the ability of America to
borrow its way out of a crisis, investor confidence, and the position
of the once-mighty greenback as the world’s reserve currency
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E] BAILOUT: Treasury uses money to
buy up “toxic assets” — home loans and
mortgage-backed securities, actual
value unknown — at “fair market price”

">\ FLIP-SIDE: Treasury must
pay more than current market
value if banks to be left
without massive write-downs.
Value of assets likely to fall

WHERE DO another 20-30%

WE GO FROM HERE?
B Bond yields: Return to investors will shrink, and capital inflow will slow

M Interest rates: Will rise if foreign funds diversify out of U.S dollars

B Danger: When bonds redeemed, U.S. must pay back debt — expect public
spending cuts and higher taxes if funds move en-masse out of dollars.
Defaulting on national debt will risk currency crash and inflation
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