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PRESENTATION





Theresa Molloy:  Good afternoon and welcome.  My name is Theresa Molloy.  I represent the New York Stock Exchange.  





And once again we're thrilled that you are joining us this afternoon and we want to thank you very much for taking time out of your busy schedule to join us for our digital exchange webinar -- Geopolitical Risk and Corporate Strategy.  





Once again it's a pleasure to host and introduce Ian Bremmer, who is the President of the Eurasia Group and Ian's our guest speaker today with two of his associates from Eurasia who I'll be introducing in a minute.





For those of you who were on our last call with Eurasia -- that was on February 11th -- and during that call Ian spanned the globe and highlighted many regions that in his opinion were opportunities that presented -- I should say regions for opportunities as well as challenges.  And today Ian and his associates Ross Schaap, Director of Comparative Analytics, and Sean West, also Director of Comparative Analytics, will touch on a couple of topics.  





Specifically, Ian and his associates are going to touch on the future of trade and protectionism and the impact on US business.  Ian will also discuss the results of the G20 meeting where Ian was an active participant during the G20 meeting.  We'll talk a little bit about global regulatory forms on the domestic politics of the key financial markets.  And then also Ian is going to spend a couple of minutes giving us his insight and some feedback on President Obama's speech today in Washington.





The session is going to last about 45 minutes.  We encourage you to ask questions.  Anybody who's participated before, you know that you can ask questions at the bottom of your screen.  I'm here with my associate, [Tanya Peress].  Tanya and I will do our best to answer the questions as they come in.  Certainly anything that we don't get covered today Ian and his team are happy to either email you directly or talk to you directly.  So that's it from the NYSE.  I'm happy to turn it over to Ian Bremmer.  Ian?





Ian Bremmer:  Theresa, thank you so much and I'm calling in today from Atlanta.  I'm delighted to be with everybody, and Ross Schaap in New York, and Sean West in D.C., so we have the eastern seaboard pretty much covered.





I can talk very briefly about the Obama speech today because there wasn't very much to it.  It's -- you know everyone's talking about cautious optimism but no new policy is being unveiled.  This is very much one of positioning and tone.  





They don't want to make missteps.  And I think frankly the more gradualist approach both in terms of not coming out swinging very hard when they first came in on -- in terms of things like bank nationalization and also now that some folks are starting to say it is spring and the markets may be turning around.  





No one wants to say that the US has hit bottom, but certainly there's a joint messaging of more confidence that you see from Geithner, you see from Volker, you see from Summers, and you also see now directly from President Obama, and we'll see to what extent the markets actually match that.  But nobody wanted to say there's not going to be any more pain coming from the US economy going forward or more jobs being lost and the rest.





In the context of all that, where do I see the world today?  Where do I see the United States?  I was at the G20 meeting in London a couple of weeks ago and it was pretty clear that the G20 went as well as could be expected for those that had reasonable expectations of that organization.  





Let's be very clear -- there's no capacity of these states to build a new global watchdog or regulator.  There's no capacity to build coordinated or consolidated stimulus plans.  There's no capacity to create new financial architecture or talk about what happens with global currency -- all of those things.





We have lots of countries.  They differ in the degree to which they believe they should intervene in the domestic economies and the severity of the impact that's happening on them both economically and politically.  A number of them disagree with the broader economic model that they'd like to see in place at the global level.





So with that as a baseline, you cannot expect the G20 to come out with strategic fixes.  Furthermore, the nature of the G20 is such that you can't actually do very much at the meetings itself; these -- the statements tend to become baked in well in advance.  They follow a lowest common denominator approach with organizations, concepts, precepts that everyone can kind of get on board with whether or not they decide they're going to really follow through on those commitments a 100%.  





And that's true whether you're talking about actual financial commitments -- some of which don't end up materializing -- or commitments to free trade -- which then get lost in protectionist legislation that occurs in 17 of the 20 countries since they made their initial strong commitments to free trade and away from protectionism at the end of last year to this year's meetings.  And we'll see it again going forward.  





Having said that, the commitment to expand the funding for the IMF was meaningful.  The commitment to actually putting restrictions on tax havens, especially with China getting on board, were also meaningful.  And these were things that I think will also not only provide confidence for the markets, but will also help to prevent some emerging markets from falling off a cliff over the next six to 12 months.  





It's very important when we think about the way that this financial crisis is flowing through global markets that social instability is a lagging indicator.  What I mean by that is we'll see the unemployment, we'll see the social safety nets start to fray in many of the world's emerging markets and some tier market countries, and then you start to see severe social instability.  





In fact, what we're seeing in Thailand over the last week is probably the first time in any of these countries that we're starting to see an intensification of local instability that really is directly related to the financial crisis -- the little events in Moldova were much more domestic and electoral in their approximate causes.  We're going to see a lot more of that over the next six to 12 months in countries like Russia, in countries like Argentina, in countries like Ukraine and Turkey.  





And those are places where the expanded IMF commitment is going to actually matter, so it does provide more of a buffer -- especially for some of these emerging market countries that could really be on the cusp.  And I think in that regard we should be quite pleased about the outcome of this G20.  But in terms of the big structural fixes that folks are looking for the broader financial architecture that may be needed globally that we're absolutely not seeing.  





In the context of that, what are we seeing from Obama himself?  I will say that being in London there was no question the extraordinary positive response that we had from the international media, from the political constituencies of different European states -- both in London as well as on his European tour, as well as from the European leaders themselves.  I mean keep in mind they were getting -- Obama was getting standing ovations from the international press corps -- one of the most cynical bunches of characters you could possibly come upon -- very, very unusual, not just for a US leader but for anybody.  So there is that legitimate enthusiasm.





But that enthusiasm does not lead directly to political capital that can be leveraged.  There were a number of things that Obama was really seeking during that trip to the G20 and then to European capitals.  He was seeking support for US collective security engagements in Afghanistan -- something that's really been a priority.  He came away with 800 troops from Britain and really nothing from anybody else.  





He was seeking support from the Europeans on the commitment to getting Turkey into the EU.  He got a direct rebuff from the French government and a really tepid hold aside from other European states.  European populations don't support these measures.  In fact, there is a possibility that the Turks over the next year would actually take themselves out of that process -- it's a fatale risk we're looking at.





And then when the North Koreans tested a new ballistic missile that had a satellite on top of it the Americans had an emergency meeting and the Security Council they wanted a tougher reaction from the pertinent representatives, and the Chinese and the Russians quickly said no.





So I think we need to recognize that you know many of the difficulties and the challenges in the global environment today for the United States were not created by the Bush administration.  Iraq certainly was, but most of the others weren't.  They're structural.  They have to do with the nature of the world.  And so despite the fact that Obama is much more popular and has a lot more general diplomatic support, his ability to react effectively to these crises is going to be just about as limited as it was in the Bush administration and I think that's important.





One point I want to add to this though -- that is a real opportunity before I talk -- before I move to trade and protectionism -- is actually the headlines that we've seen on piracy because there is actually a real opportunity.  Piracy is frankly not as big as a deal as it's been mentioned in the media recently even for a country like Egypt -- I mean 25% of their revenues come from transit through the Suez -- but the increase in threat and incidents of piracy over the last year have not had a really meaningful impact on the Egyptian economy.  It's an annoyance.  It's a nuisance.  





And certainly the pirates are growing in capacity, but it's not that big of a deal for the global economy.  But it is a big deal for Obama who now has the opportunity to take the lead on a multilateral military engagement that his allies and his competitors actually want the US to do something on.  The Europeans, even the Chinese and the Russians have all been on the wrong foot on piracy recently.





And I do expect that the Obama administration is going to take the lead on a broader military effort.  It could include some ground invasion Special Forces in Somalia.  It certainly will include going after a bunch of pirate ships.  And it's a place -- given the US military capacity with Special Forces as well as blue water Navy -- that he'll be seen as a leader.  It really -- it's very charmed in that regard that he's gotten this opportunity, but it should help on the margins at least with countries like China and Russia where the Americans are hard-pressed to find areas that they can really cooperate and that includes the G20.





Let me go on to the future of trade and protectionism because here's a place that I'm actually quite optimistic.  I think the likelihood that we're going to see significant what we call sort of nuclear protectionism from the United States is mostly rhetorical.  Certainly you're seeing some of that from Congress in supporting -- it's kind of a no lose populist issue for an American public that generally does not support free trade or globalization right now.  But American multi-national corporations feel very differently and that is still quite an effective lobby.





So that combined with the fact that senior economic advisors to the Obama administration have really been pushing Congress not to take on significant protectionist policies means that I think we're not going to see really tough measures here.  I mean if you look at even at the automaker industry which has had a very significant impact and will have significant impact on US employment numbers, no one has been trying to actually provide tariffs against foreign automobiles.  





No one has talked about permanent support.  They've even threatened General Motors with bankruptcy and they've pressed Chrysler to consider a foreign partnership.  So I mean if the automakers aren't going to get trade protection in that kind of format from the Obama administration then no US industry is going to be able to.  So that's good news.





The bad news is the ability of American-based multinationals and the western-based multinationals to compete effectively with China over the long term is going to be seriously challenged.  And to make this -- to put this in simplest terms, during the Cold War the United States and the Soviet Union had strategic competitiveness but if the US didn't have access to the Soviet markets and the East Block countries, it didn't really matter.  In other words, the Soviet Block had a very different economic model than the United States, but it could have perpetuated itself for a long time and it wouldn't have had an economic impact of meaning on American-based multinationals.





That is not true in today's environment.  In today's environment the American multinationals desperately need access to the Chinese market.  They need access to its production base and they also need access to its consumers.  Further the American government needs access to Chinese capital particularly to support its treasuries over the long term.  





This is very important because to the extent that China remains committed to its model of state capitalism where state actors are the key economic actors and they are preferenced in the way that economic decisions are made in Beijing -- that brings China into conflict with the needs of American market players over the medium to long term.  We are already seeing this with a number of US-based multinationals that are increasingly running up against state-owned enterprises in China and privately-owned national champions and I suspect that's going to become more problematic in the near to medium term.





We're already seeing this.  And run up to the G20 meetings, the Chinese talked about creating an alternative research currency to play against the dollar.  It talked about the lack of effectiveness of the US political model and its applications to a country like China.  They didn't do that because they meant to bring it up in the G20.  In fact, the Chinese had no intention to putting currency on the G20 agenda.  





It was purely for domestic audiences.  But they are absolutely using this crisis to support the efficacy of the Chinese model domestically and prove to the Chinese people that the western model of running its economy is effectively broken.  And over time, that is the one thing that really has the possibility of spurring a more dangerous tit-for-tat protectionism.  





So as a leading indicator we want to watch very carefully the kind of statements that are coming out on China on those issues, but also the reactions for US-based multinationals that are increasingly upset with their ability and uncomfortable with their ability to do long term business with their joint venture partners or to have unfettered access and transparent business dealings on the ground in China.  Again I suspect this is going to become significantly more problematic over the next couple years and it's something we're going to watch increasingly closely.





Now I want to turn briefly -- go through a little more on that as well as to talk about regulatory reform, financial markets and the rest on the US side to Sean West, Director of Comparative Analytics down in Washington D.C.  Sean?





Sean West:  Hi.  Good afternoon, everyone.  





The first -- just on trade issues as Ian outlined sort of the case for why we don't think we're necessarily headed towards nuclear protectionism in the short term.  





The other side of the coin of course is liberalization and we don't necessarily think that we're headed towards swift liberalization of markets from a trade perspective any time soon.  I think the G20 meeting gave reason for pause as to the commitments of those governments actually conclude the Doha around in the near medium term, though I would note that we're being told from participants that a Doha deliverable coming out of the G20 at least an agreement on timeframe was a lot closer than it appeared.





Still though the end result of the G20 meeting was an even weaker agreement to conclude the Doha around than had been previously agreed to last November when they said that they would push to conclude it within the year.  But we basically saw coming out of the G20 in April a toothless commitment to address imbalances within the Doha negotiations and move it towards conclusion.  





So I would say in sort of multilateral trade liberalism not too optimistic on real progress in the near term.  In terms of US liberalization, we do actually watch the Obama administration repeatedly recommit to trade liberalization.  





At some point in the future there's a real I think understanding within the administration and commitment to passing all pending free trade agreements -- some with minor modifications at some point in the future, but it's very hard to bring those before Congress until the economy begins to recover.  And there's no real need from a US domestic political perspective to push those soon, although foreign trading partners whose agreements are pending would certainly like it.





So I just would transition now though to talk briefly about US financial sector rescue as well as the financial regulatory reform.  On domestic financial sector rescue, all core parts of the administration's strategy are now known.  While the plan as revealed by the administration -- and it took them some time to reveal the final plan and they were sort of battered for moving slowly on that -- while that plan is sufficiently market friendly, implementation is actually up in the air in terms of how friendly it'll be.  





And the risk of less friendly outcomes I think has increased in recent weeks as the administration has remained noncommittal on important aspects which I'll talk about briefly.  Indeed it appears that the administration is making reactionary policy in response to headlines and events in terms of filling out the details and other aspects of the plan.  





In particular, Goldman Sachs is likely going to force the administration to fight an awkward battle over TARP repayment that the administration has been trying to avoid.  So in having to deal with whether Goldman Sachs can repay the administration is basically making policy on the fly.  They've had months to determine a repayment process and have remained entirely vague on it, and now they're being forced into action.  





That's a battle that the administration may not be able to win and it's hard to turn down taxpayer dollars when a bank wants to repay them.  But still the implications I think are much larger for sort of the broader thrust of financial sector rescue policy making.  





I'd note also that bills moving through Congress that will change the executive compensation calculus have much more teeth than -- that administration promises to shield participants in certain programs from such risk.  The administration is pursuing a sort of legalistic and indirect method of shielding participants and investors from H1V Visa restrictions that Congress passed related to TARP recipients and executive compensation.  





And those sorts of -- sort of lack of coherent policy or lack of a real commitment of the administration's credibility to block effective restrictions is what's scaring firms like Goldman Sachs out from under the TARP much quicker and could actually push out less healthy banks in turn.  So I would note that the risk that the plan turns sort of less market friendly in the near term is very real.  





Also there's a growing indication that rather than fight with Congress over additional funds for financial sector rescue straight away, the administration's floating various mechanisms of passing on additional costs to financial sector actors.  Indeed FDIC Chairwoman Sheila Bair has noted that any losses FDIC incurs from guaranteeing aspects of the public/private investment program will end up being passed on in levies on the financial sector.  





The administration has suggested that resolution authority which it's asked for would be funded by both forward-looking and backward-looking fees on the financial sector.  And these costs will be indirectly passed along to corporations in terms of sort of higher credit costs.  Of course that pales in comparison to I think the other risk which is that financial sector rescue will passed directly to corporations through higher taxes.  But I would just highlight that these are risks to monitor and that the plan is relatively market friendly now though that could change.





A couple comments just on regulation.  Ian outlined sort of the broad take aways from G20 on global regulation which is not much.  There were agreements in principal on tax haven shadow banking systems, credit rating agency supervision, and executive compensation.  But these were agreements in principle.  





The summit confirmed that will be no global regulator with significant enforcement powers over these issues forthcoming any time soon.  Rather key jurisdictions with large capital markets and financial institutions, i.e., the US, the UK, the EU, and Japan, will be formulating standards in their own capitals which will be rolled up into a sort of de facto global set of rules to play ball in these big markets.  





This could lead to a regulatory rate to the top as individual countries move along different regulatory vectors and increase regulation in different aspects.  Then that gets rolled up into a global set of rules.  Now the upshot for corporations again would be a higher cost of credit outside as financial institutions bear increasing regulatory and disclosure costs.  





So just finally a couple comments on domestic US financial regulation.  The administration and Congress are planning a big package of regulatory reforms and it's unclear that the content of both of their packages is the same.  





The administration is trying to coordinate with Congressional players, but the White House and Treasury and the fed approach regulation from a not wholly much more technocratic perspective than Congress which has every intent to legislate bluntly, to showboat and approach these regulations with a much ideological bent.  So the policy making process lends itself to more blunt restrictions similar to what we saw from Sarbanes-Oxley.





Already the administration has begun discussions on a systemic regulator and has asked for resolution authority over non-bank financial institutions, but it's unclear what either of those would look like and how that leaves the policy making process and what role Congress has for oversight and which executive agencies get power over which parts of those plans.  We know that there will be an emphasis on transparency, on reducing risk taking behavior.  Securitization could become more regulated and expensive.  But really the key risk to watch is the extent to which Congress takes control over these issues as details are flushed out.





On the stimulus package if you remember the administration basically laid down the headline figure and laid down the parts of the plan that it wanted to see and then let Congress fill in the details.  The risk to financial players as well as corporations who will indirectly bear the cost is much higher if the administration takes this approach on regulation where Congress will gladly fill in those blanks in a much less market friendly way than the administration.  





So I think we're ready now to take any questions that you might have?





Ian Bremmer:  Sure, Sean.  Thank you very much for that.  





And also I didn't talk much about -- you know getting into detail on some of the big sort of newsmakers around the world right now.  I'm happy if people have questions about what's going on right now in Thailand, in North Korea, Iran, Israel, all of those sorts of things.  There's a lot of news going on.  Feel free to ask.  That wasn't the primary thrust of this call today, but we're always happy to take those questions.  With that I'd like to turn it back over to Theresa, please.





QUESTIONS AND ANSWERS





Theresa Molloy:  Excellent.  Okay, great.  Well we do have a few questions.   Why don't we start with the issue regarding China and during the G20 -- or coming up to the G20 at the end of March there was a great deal of noise made as you discussed, Ian, about the notion of -- that they wanted the dollar displaced by -- with this international reserve currency.  





And as you mentioned some of it was just kind of their own need to prop up themselves and their market, but long term our listener wants to know do you think that this has any teeth to it?  Do you think that China could get other countries behind this having the notion of this international reserve currency?  And what kind of risk does it pose to the US dollar?





Ian Bremmer:  The Russians immediately jumped on board and there've been some other countries that have talked about creating alternative currencies -- Khazakstan even has had its own notion.  It's all fanciful right now and the questioner is right to ask if this is a threat long term.





You know the way I would look at this is the Chinese are economically coupled to the United States.  If the US gets sick then the Chinese also catch cold.  They know that.  This is -- they understand that they can't move away from the dollar.  I mean they can't get up on US treasuries anytime soon.  





And plus Chinese policy making is such that it operates like a large supertanker.  They're very conservative.  They're consensus and orientation.  There are a lot of internal institutional constraints to stop them from changing policy quickly.  Those are not always transparent; in fact, most of them are very opaque, but they still exist.  So we need to recognize that.  





Having said that, the Chinese are not happy about the fact that they are economically coupled to the United States and they want to change it.  The first thing they're doing to change it is to make the political case and the political case they're making is mostly domestically so that their people will tolerate a downturn and so far no problem with that.  Social stability is quite high to the extent the Chinese blame anyone for this downturn -- it's being blamed on the west.





But the second thing the Chinese need to do is focus on starting to reduce economic coupling.  Now we're never going to get to the point in the near to medium future that the Chinese don't need the United States anymore, but let's keep in mind some of the things that they're doing right now -- focusing on stimulating consumer demand, focusing on developing and increasing social safety net, building infrastructure out in the interior of the country, and most importantly getting up the value chain to develop better technology so they're not just low quality exporters.  





All of these things over time are serving to reduce the level of economic coupling between the United States and China because fundamentally the Chinese aren't sure long term not only how much they should rely on the United States and its strength, but how much they can rely on the United States and its strength to giving the change and the shift in geopolitical and geo-economic balance.  So my answer is long term this is a problem for the dollar especially because Sovereign Wealth Funds and other state actors in different parts of the global economy are all focusing on domestic realities and needs.





If you are sitting in Abu Dhabi right now as a Sovereign Wealth Fund, your first priority is to Dubai, your second is to make sure that Emirates fund effectively.  Then you're looking at the region and your relations with the GCC -- the Gulf Cooperation Council.  The western portfolio managers that were just trying to ensure maximizing profitability and not political stability they've been fired or marginalized.  And this process is happening around the world.  It's happening in Russia.  It's happening in the Gulf.  It's happening in China.





And major investors are looking at that and that's effecting the way they thing about their long term dollar holdings as well.  So over the medium term this is absolutely a very significant risk and it brings to question all of these debates about is there a treasuries bubble now.  





Over the longest term, the US has a growing population, the demographics are good.  They have the largest economy in the world so they benefit from economies of scale.  They have a strong intellectual property and corporate governance environment so new technologies will tend to get developed in the US with education and entrepreneurship and all the rest, plus they have the world's largest military.  





So the US is still a relatively good bet long term after they get through what's going to be a very difficult time, but it's not quite as good a bet as it was a year ago or five years ago.  And these trends which are most important in China are only going to grow in importance.  So I think you're really focusing on a key issue here.





Theresa Molloy:  All right.  Excellent.  Thank you.





Okay, I have two questions about G20.  The first question is the -- again going back to long term and G20 relatively new phenomenon.  Do you think long term the G20 will have any impact on global economic policy or social policy?





And the second part of the question regarding G20 is as you mentioned in your remarks, Obama very, very well received -- standing ovations, very positive media.  But on the policy issues as it relates specifically to including Turkey and the EU -- rebuffed by France as well as looking for support for Afghanistan policies -- did not get a lot of -- he didn't really get a lot of support on those two issues.  





So is there -- it seems like there's a lot of excitement about him and this new kind of revitalization; however, when it comes to the policies there wasn't a lot of support behind him.  So what's your insight on that?





Ian Bremmer:  Well you know domestic politics are trumping for an awful lot of people and I think the two questions are very linked because they talk about really to what extent this new international architecture and US leadership thereupon holds.  And what we're finding is not very well.





The G20 is the organization that presently exists in the world that best reflects the new international order.  It best reflects the emerging and changing -- very quickly changing geo-economic and geopolitical balance.  So it's broadly speaking useful that the G20 has been created and is meeting for all of those reasons.  Now let's keep in mind -- very hard to coordinate 20 different countries -- 20 countries that have different views on how important stimulus should be versus regulatory response to the crisis.  Think about the German / French reactions compared to those of the United States or Britain.





Very difficult to organize in terms of how these countries think about free markets and state intervention within.  Think of China and Russia and Saudi compared to the US and western Europe and Japan.  It's not going to function very well.  It's not going to be very efficient and it's going to be a lot slower than the international financial markets and the meltdown that we've seen over the past six months.





In the context of all of that, I don't believe the G20 is going to be effective at creating new architecture any time soon.  Sean mentioned we're not going to see a new global regulator.  We're not going to see a new body.  





It's sort of like the ideal of are we going to see anything replace the Security Council in the UN -- not really.  There are a lot of organizations that would do a better job -- right -- a lot of things we could imagine to fix the UN Security Council that would make it more effective but none of the states that are in place really want to do it.  And the reason for that is because the level of the crisis is insufficiently severe to force that.  





And so I think given the relative confidence of the Chinese and the relative complacency of the Europeans, the Americans and the Japanese, the G20 is going to muddle along.  Now it's going to muddle along with a recognition that people need to take this stuff seriously.  They need to throw money at it and they need to show a united face.  But that doesn't mean that you're going to see a real structural fix for how the global economy functions, instead you're going to see regionalization of capital flows and less efficient growth in the global economy.





The reaction to Obama is very analogous.  You know despite the fact that there are lots of folks out there that recognize that they'd like to see the United States take a more active role in Afghanistan, in Iraq, in Israel/Palestine, on climate change, on a bunch of things that doesn't mean that they're willing to do much lifting themselves and this has very little to do with Obama.  It has a lot to do with the nature and the diffusion of world power. 





He's going to be more effective on some issues than other leaders would be because he is fundamentally both popular and multilateral in orientation.  We could see that in the piracy issue as I mentioned.  And we might see it on some other issues as well in terms of some bilateral free trade agreements, places like Panama.  Obama likely will get that through in a way that a lot of other leaders probably wouldn't given the general sort of political tenor in the United States.  I've heard in Washington there's a good chance of that, less so with Columbia, but not out of the realm of possibility.  





And you know we could probably see more support eventually for international efforts in Iraq -- not from a troop perspective but maybe from a reconstruction aid perspective as the US gets closer to the now 2011 sort of egress state that keeps getting thrown around by the generals.  But on balance this is going to be an environment where the US will be seen as not being very effective in carrying a lot of this water because domestic politics are trumping a lot of these international challenges.





Theresa Molloy:  All right.  Our next question touches on Thailand and you know certainly in your comments you mentioned that there would be some local instability that's directly related to the global financial instability.  Thailand case in point.  And then you also mentioned Russia and Turkey.  





And certainly instability in Russia has much greater implications than instability in Thailand, so in your opinion where do you see these -- if you could expand on these pockets of instability and what impact would it have on the US and on global economics.





Ian Bremmer:  Well when I -- Russia is the biggest worry in terms of a major country that could actually go pear shaped.  I'm not someone who believes that we're entering in a Depression.  You know I'm not an economist but just taking on board the general consensus views from Wall Street and independent analysts.  And as a consequence I don't expect that the world is going to see 1930s type sort of revolt and revolution.  I don't expect food riots of significance in the United States.  I don't expect mass social dissent and instability in developed states around the world nor do I expect it in China.





The one place that is large that I think you could have a 1930s type scenario is Russia.  Putin has almost no institutional constraints on his authority.  He consolidates an immense amount of power.  He's quite anti-American and has seen the benefit in challenging the United States from a domestic political perspective.  





He also doesn't like his geopolitical environment and he's prepared to challenge it.  We've seen that in Georgia.  We're seeing it a bit in the Ukraine.  We're seeing it at the North Pole.  You see it in some other places.





If this crisis really starts to bite in Russia and cause social instability in some of these towns for example where you know you had single companies that were providing everything for these local folks from education to healthcare to lodging to food to heat, the reaction may well be an extremist national one.  And that could really hurt western investments on the ground and it could also lead to real conflict on Russia's borders.  So that's the one place I see that kind of a discontinuity that's really possible over the next say 12 to 18 months -- sort of hard Putinism if I could say that.





There's some other places that I think there are possibilities of some broader discontinuities -- Turkey.  The prospect of Turkey taking itself out of the EU accession process with their Erdogan -- Prime Minister Erdogan using that in a populist way.  That's certain possible.  It is less likely because of the expanded IMF facilities frankly and that's why at the beginning I suggested that was a good ideal.





Thailand's in some trouble here.  I mean on balance we still think that Thailand's going to keep itself together in part because the government was slow to respond to the challenges and didn't really empower the military to go after the demonstrators because they didn't think it was a real challenge.  They've learned over the last few days and now there's going to be some violence.  We've seen some already.  A couple folks are getting killed.  





But generally speaking the military is quite cohesive and quite supports the existing government.  What's interesting is that former Prime Minister Thaksin clearly is upping the ante.  He's calling for regime change.  He's never done that before.  





Now folks that are close to this on the ground have suggested to me that he's in financial trouble and that's why he's playing it for keeps now.  That's possible, though keep in mind the guy was worth billions and you have to think he socked some of it away.  If that's not the case, then he knows something that the markets don't -- he knows that this government is more vulnerable than people are letting loose.  





And that's possible, especially because the Chinese have been surprisingly quiet on the sidelines and they'd like to see Thaksin back in all things considered.  Thaksin was great for Chinese investment -- had very cozy relationships with Chinese businessmen when he was in place.  





So we ought to watch Thailand.  It's at the early end -- you know sort of in the narrow end of the wedge for social instability and it's a place that six months ago looked like it was on a good trajectory but as a consequence of this financial crisis is in real trouble. 





There are some other places, of course, I'm concerned about.  Places like Pakistan -- definitely -- not from a market perspective.  It doesn't really spill over into India although for people invested there it's a problem.  But in terms of terrorism -- definitely more probably.





Mexico -- a big, fat tail around Mexico with the security situation clearly getting worse over the next six to 12 months.  





And then I would just focus on the potential of Iran / Israel conflict.  And if that doesn't happen Lebanon given the new hard right government that we see in Israel -- something that you have to keep a watch on as the Iranians move closer to nuclear capacity -- nuclear weapons capacity even as they start negotiations with the United States.





Theresa Molloy:  Excellent.  And I remember when we had our call back in February you touched on that quite a bit because certainly the Israeli conflict was top of mind back in mid-February, so thanks for the update on that.





Ian Bremmer:  Certainly.





Theresa Molloy:  And right now we are just about out of time.  We've answered all the questions that came in.  Thank you so much to everybody who participated today for your great questions.  We really appreciate it.  





And as usual thank you so much.  You did an excellent job as usual.  





And if anybody's interested, Ian Bremmer and [Joe McCain], who heads up [North Cash Equities Market] as well as our services group, did an interview with Marie Bartiromo last month.  I believe it was on March 18th.  We have it on our website and I welcome you to take a look at that.  They did an excellent job talking about the NYSE and Eurasia partnership.





Our next call is going to take place at the end of June and we look forward to your continued participation.  If you have any questions, you can send them to either me or Tanya Peress.  My email is tmolloy@nyx.com.  Tanya's email is tperess@nyx.com.





Once again thanks so much to Ian Bremmer, Sean West and Ross Schaap.  Thank you.


