World Markets Tumble!

There was a week of dev-
astation in the financial
markets last week. In-
dexes, stocks and oil all
suffered sharp falls after
the economic crisis deep-
ened on the back of the
news that Japan has tech-
nically fallen into reces-
sion.

The FTSE 100 index, the
leading index in the UK,
shed 11% in a week. Only
on Tuesday did the index
finish up. Three consecu-
tive days of falls has left
investors reeling. The in-
dex has fallen to its lowest
level for five and a half
years. Across the pond in
the United States, stocks
also took a pounding until
good news emerged that
Barack Obama had se-
lected Timothy Geithner
as Treasury secretary. Mr

ctly

Geithner is currently presi-
dent of the Federal Re-
serve Bank of New York.
On the week, the S&P 500
lost 8.4%, a figure that
would have been much
worse had it not been for
Friday’s rally. The Dow
Jones fell by 5.3% on the
week.

Oil prices also reached
lows. This week saw the
price fall below $50, a
huge fall from the heights
it reached in July. The
global recession has hit
the oil price significantly.
The oil cartel OPEC are
meeting on Saturday and
there is a strong possibil-
ity that output will be cut
for the second time in suc-
cession.

Gold, a traditional haven
in downturns, did see
rises. The precious metal
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closed at $792.50 per
ounce.

One company reeling is
Citigroup, the American
bank, which lost 60% of its
market value in this week.
After four consecutive
quarters of losses, inves-
tors seem to have lost all
confidence in the bank.
Speculation is rife that the
US government are set to
rescue the bank. Analysts
feel the institution has “too
big to fail” status. The
bank is in a cost cutting
process after announcing
52,000 more job cuts this
week. This is on top of
25,000 announced last
week.

Bhavin Dhanani

Vikram Pandit, the Citi CEO, this

week announced huge job cuts

across the banking supermarket

UK Inflation,

Sarah Lloyd

Japanese Recession

The Consumer Prices Index
(CPI) dropped from 5.2% to
4.5% in September, the big-
gest drop in 16 years. The
Bank of England has said
inflation could fall below its
target of 2% next year, and
might drop as low as 1%.

During the third quarter, the
UK economy shrank for the
first time since 1992, falling
by 0.2% in the third quarter.

Furthermore, the pound has
fallen to its lowest level
against a trade-weighted
basket, denominated in US
dollars, since 1996.

New data shows euro zone
demand plunged, and world
central bankers considered
the prospect of deflation as
the Bank of Japan left its
benchmark inflation rate at
just 0.3 percent.

Japan has now officially
entered a recession, with

year-to-year Gross Domes-
tic Product falling by 3% in
the three months ended
June 30. Unfortunately, the
recession in Asia’s biggest
economy is expected to
continue.

Japanese Prime Minister
Aso allegedly prefers tax
cuts to increased spending
as a possible measure to
overcome the country’s poor
economic conditions. His
measures are thought to
include the reduction of cor-
porate tax rates from 40% to
30%.

The UK economy is also
under the pressure of dete-
riorating performance as
October retail sales fell by
0.1% compared to the same
month of last year. On a like
-for-like basis, ignoring the
impact of new store open-
ings, October sales are
down a huge 2.2%.
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Are we doomed?

With the increasing number of job
cuts in the financial sector, most
recently seen at Goldman Sachs
and Citigroup, what are the impli-
cations for banking internships,
placements and graduates? Is the
global financial crisis going to help
or hinder our studies and work ex-
perience?

Have a view, let us know
www.strictlyBIF.com - Blog

Any queries, comments or requests?
Please contact us at:

mail@strictlyBIF.com

IMF Bailout of

After the collapse of the Icelandic
banking system in October, the In-
ternational Monetary Fund (IMF)
agreed to a $2.1 billion loan in order
to ‘restore confidence and stability in
the economy’. Iceland is the first
Western European nation to get an
IMF loan since 1976.

Before their recent approach to the
IMF, Iceland was in talks with Rus-
sia for a $4 billion loan. However
discussions broke down earlier this
month.

The IMF’s two-year loan, subject to

lceland

quarterly review, has allowed the coun-
try to withdraw approx $827million im-
mediately, and the rest in eight equal
instalments subject to quarterly re-
views.
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The loan aims to fill 42% of Iceland’s
2008-2010 financing gap, and to help
the country with what the IMF de-
scribed as ‘a banking crisis of extreme
proportions’.

Iceland is expected to overhaul its
regulation system, especially insol-
vency laws, reintroduce a flexible inter-
est rate regime and stabilise its cur-
rency with the IMF funds.
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HSBC has added former Bank of
England Deputy Rachel Lomax and
Goldman Sachs veteran John Thorn-
ton. Both as non-executive directors
on the bank’s board .
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Deutsche Bank will cut 900 jobs
across their Global Markets division.
The cuts will be felt in the London and
New York offices.
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Morgan Stanley posted its strongest
recruiting week ever in its global
wealth management group. The divi-
sion added 53 new brokers. Over the
past three weeks, the firm has re-
cruited 105 advisors with more than
$8bn in assets under management.
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Top executives at Goldman Sachs
will receive no bonus for 2008 after
the group’s seven most senior bank-
ers waived their right to a payout.
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JPMorgan Chase & Co has an-
nounced it is cutting 10 percent of its
investment banking staff, which
equates to around 3,000 jobs .
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Hilco, the restructuring company
seeking to buy Woolworths’ 840
stores for £1, increased its offer for
the chain on Friday by offering to as-
sume a greater share of the retailer's
£385m debt.
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Bank of America Corp said it will
boost its stake in China's third-largest
bank, China Construction Bank Corp,
to 19.1 percent from 10.75 percent.
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Rothschild this week announced a
31%, 459 million euro, improvement
in profits to almost 1.5 billion euros
for the year.
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Morgan Stanley has announced that
it expects India, Korea and Australia
to be the worst affected in the Asia-
Pacific area by the global financial
crisis.
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Citi, U.S. banking giant, saw its
shares tumble 23 percent on

Wednesday to a 13-year low. Shares
closed down $1.96 at $6.40 on the
New York Stock Exchange. Overall
equity in the company fell over 33
percent this week.
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The Bank of New York Mellon Corp.
said it will cut its worldwide work
force by 4 percent, or about 1,800
jobs. the shares gained 42 cents to
$24.78 after news of the cuts.
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The Government has suffered a
£10bn paper loss in less than six
weeks on its planned £37bn invest-
ment in Lloyds, HBOS and Royal
Bank of Scotland.
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