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There’s a historic experiment underway among US capitalists and policy makers. That
experiment may or may not succeed. It’s the Federal Reserve PRE-BAILOUT of not only the
US financial system but the entire business economy as well.

The Fed has introduced at least $9T in liquidity (money) injections into the system in the
goal of heading off a massive wave of potential and forthcoming debt defaults, deflation,
and bankruptcies via various measures: new QE, trillions of $ to Repo markets, funneling
trillions more via recent bailout funds for large, medium and small businesses through the
private banks, ending financial regulations on the banks, liabilities for corporations,
guaranteed loans, and so on. It’s all about fattening bank and non-bank balance sheets to
weather the loss of revenues required to keep paying interest and principal on the tens of
trillions of excess business and household debt (latter held by investors). The continuing
payments on that debt is necessary to prevent a massive historic wave of debt defaults that
will eventually sink bank balance sheets, creating a credit crash and a further and deeper
collapse of the real economy-i.e. a depression.

The Fed succeeded in 2008-09 in preventing a second banking crash by injecting $5-$6T
into the banking system. The cost of that was to set off massive financial asset market
speculation and bubbles, enriching investors as never before. The cost was also chronic low
interest rates for 8 yrs that resulted in corporate binging on new business debt
accumulation.

Now the consequences are coming home once again. The Fed’s bailout of 2008-09 created a
fragile system highly susceptible to another crash. The Fed’s solution in 2008-09 has
become the Fed’s nightmare of a repeat, even greater, in 2020. So the Fed is throwing even
more money at the system to prevent another crash. History will tell (soon) if it will be
successful in staving off another financial crash, that will all but ensure a collapse into a
bona fide depression.

The US economy is today unstably between a ‘great recession 2.0’ in the real economy and
a bona fide great depression a la 1929-34. Whether the future trajectory is more like
2008-2017 or whether it slips into a 1929-34 scenario depends on whether the Fed’s $9T
(and rising) money injections can prevent a financial crash in 2020-21, as defaults and
bankruptcies rise and expand throughout the US economy in 2020-21.

The original source of this article is Jack Rasmus
Copyright © Dr. Jack Rasmus, Jack Rasmus, 2020


https://www.globalresearch.ca/author/jack-rasmus
https://jackrasmus.com/2020/05/09/the-feds-historic-gamble-pre-bailing-out-the-banking-system/
https://www.globalresearch.ca/region/usa
https://www.globalresearch.ca/theme/global-economy
https://www.globalresearch.ca/theme/culture-society-history
https://jackrasmus.com/2020/05/09/the-feds-historic-gamble-pre-bailing-out-the-banking-system/
https://www.globalresearch.ca/author/jack-rasmus
https://jackrasmus.com/2020/05/09/the-feds-historic-gamble-pre-bailing-out-the-banking-system/

Comment on Global Research Articles on our Facebook page

Become a Member of Global Research

Articles by: Dr. Jack Rasmus

Disclaimer: The contents of this article are of sole responsibility of the author(s). The Centre for Research on Globalization will
not be responsible for any inaccurate or incorrect statement in this article. The Centre of Research on Globalization grants
permission to cross-post Global Research articles on community internet sites as long the source and copyright are
acknowledged together with a hyperlink to the original Global Research article. For publication of Global Research articles in
print or other forms including commercial internet sites, contact: publications@globalresearch.ca

www.globalresearch.ca contains copyrighted material the use of which has not always been specifically authorized by the
copyright owner. We are making such material available to our readers under the provisions of "fair use" in an effort to advance
a better understanding of political, economic and social issues. The material on this site is distributed without profit to those
who have expressed a prior interest in receiving it for research and educational purposes. If you wish to use copyrighted
material for purposes other than "fair use" you must request permission from the copyright owner.

For media inquiries: publications@globalresearch.ca



https://www.facebook.com/GlobalResearchCRG
https://store.globalresearch.ca/member/
https://www.globalresearch.ca/author/jack-rasmus
mailto:publications@globalresearch.ca
https://www.globalresearch.ca
mailto:publications@globalresearch.ca

