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1. (20 42> Since the barbaric “breaking wheel” was replaced by the guillotine in 18th-century
France, methods of execution have increasingly sought to end life speedily rather than inflict long
agony. There can, however, be few decapitations less painful than those at big American banks.
On November 4th Chuck Prince left the boss's office at Citigroup, the world's largest bank, with
the “tremendous sﬁpport and respect”of the board ringing in his ears, even though the firm had to
write down $8 billion-11 billion in October alone (see article). A week earlier, Stan O'Neal lost his
job at Merrill Lynch after leading the investment bank to a loss with $8.4 billion of write-downs.
He too entered retirement not on a tumbril but in a limousine, with $160m to soothe his discomfort.
However churlish you may feel about Wall Street's new axiom—*“the higher they fly, the bigger
the parachute”—the departure of two of America's most senior bankers 1in a week 1s a good sign.
Accountability, after all, 1s a step towards clanty, and there are few more coveted resources in
today's fog-strewn and stormy banking industry. Both deparfures were accompanied by revelations
of much steeper losses from American subprime mortgages than either Citi or Merrill had owned
up to just weeks before. o -

That attempt at honesty may have spooked the market because it showed how unsure the banks
remain about how to value their subpnme—related assets, but that 1s no reason to shy away from
such disclosures. One worrying lesson for bankers and regulators everywhere to bear in mind is
post -bubble Japan. In the 1990s its leading bankers not only hung onto their jobs; they also

- refused to recognise and shed bad debts, 1n effect keepmg ‘zombie” loans on their books. That is

~-one reason why the country's economy stagnated for so long. The quicker bankers are to recognise

their losses, to sell assets that they are hoarding in the vain hope that prices will recover, and to

‘make markets in such assets for their clients, the quicker the banking system will get back on its

feet.

2. Consumer Protection (20 47 )

The contract -of sale 1s one in which buyer and seller are assttmed to be in a position of general
equality, so that the main function of the law is to work out the appropriate consequences of what
may be assumed to be the common intention of the parties. It 1s obvious, however, that in a very

large number of sales this is by itself an unsuitable technique. The buyer may by virtue of haste,

- ignorance, gullibility, inferior bargaining position or simple imprudence enter into a transaction in

which the goods supplied, or the term of contract, or both are unsatisfactory to him and in many
circumstances it may be felt that he 1s desmwing protection. The protection required may be specif
ic,1.e. there may be a need for a private remedy in a particular situation; or general, 1.e. it may be
desirable to control unacceptable practices of a particular type. A seller may also, thought less
often,appear to require such protection against the buyer. The civil law has on the whole, save in
the case of conscious deception, taken little account of these problems: its outlook is indeed
sometimes expressed by the maxitn caveat emptor (Latin: let the buyer beware). Even where there
1s a remedy, its exercise may be troublesome or risky for the consumer. But the general problem
has in fact been the subject of attention for many centuries. Attempts to regulate the price of
staplecommodities (e.g. bread), and to control measurements and measuring equipment (e.g.in the
sale of beer and coal) date back to the Middle Ages. More recently, however,the movement
towards the protection of the consumer, who may in this context beroughly defined as private

buyer from a commercial seller, and who is the personthought most in need of such protection, has



download.kaoyan.com

increased greatly in strength and prominence. Statues and regulations have sought to protect
consumers;officials have been appointed who have consumer protection as their function or
among their functions ;organizations of consumers seek to promote their interests;studies are
conducted into the problems of consumer protection;and the various organs of the European
Union and its predecessors has since 1975 taken a vigorous interest in consumer affairs .Indeed,
the European Community is committed to ensure “a high level of consumer protection”and to
contributing®“to protecting the health,safety and economic interests of consumers ,as well as
promoting their right to information,education and to organise themselvesin orderto safeguardtheir
interests.
3. (10 439 Uﬁdoubtedly ,the overall competitiveness of an economy that runs a persistent deficit
or surplus 1s a decisive factor influencing the sustainability of the trade or current-account
balance.Indeed,in the pastlarge corrections of deficits usually went hand in hand with hilge
devaluations of the nominal and real values of the currencies affected. Empirical evidence has

shown that changes in the real effective exchanges rate(REER),the most comprehensive measure
of the overall competitiveness of countries, have the potential to reduce deficits or to cause swings

in the trade and current account from deficit to surplus,because they induce an expenditure switch
between demand for domestic and foreign goods.
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