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+++ presentation

Theresa Molloy: Hello. Good afternoon. My name is Theresa Molloy with the New York Stock Exchange. I am hosting this call today with my associate Tanya Peress, also from the NYSE, and welcome to our -- today's call with our partners from Medley Global Advisors. Well, we certainly have a lot to cover today, including reaction from yesterday's Federal Reserve move, and in a minute I'm going to turn the program over to Craig Sawin, President of Medley Global Advisors. But first, I want to go over the logistics for the call. Many of you have participated in these calls in the past. 

This is Medley's second call with the NYSE, and we will be hosting several more calls throughout the year. As far as the Q&A session, if you look at the bottom of your screen, you will see that there is an area where you can email us your questions. Tanya and I will do our best to address these questions after the formal presentation by Craig and his team of analysts. If, for one reason or another, we don't get to your question, please feel free to send an email to either me or Tanya, and we will make sure that Craig and his team get the question and do their best to respond to you. 

Before I turn the call over to Craig, I am really, really thrilled to announce that, in conjunction with our alliance with Medley Global Advisors, Medley has created a product for our listed Company called Policy Insights, which is a weekly synopsis of timely and relevant political, fiscal, and monetary policy issues that are directly impacting the NYSE issuer community, and I think that something like this is extremely timely, considering the challenging times at -- that all corporate issuers are facing right now. 

You'll start to receive this weekly publication every Friday afternoon, and we absolutely look forward to your feedback, and we look forward to making this yet another one of the services that we are offering under the NYSE Market Access Center umbrella. At this point I'd like to turn it over to Craig. Once again, thank you so much for joining us. These calls just keep on getting better and bigger and more popular, and we -- we're thrilled to be able to offer this to our customers. Craig? 

Craig Sawin: Thank you, Theresa. Medley Global Advisors is pleased to be with you again today. We conducted our first session the day after the inauguration of President Obama. Now, 58 days into the Obama Administration, there's a lot to talk about, as Theresa mentioned. Following my introduction here, you'll hear from three of our analysts, followed by our chief strategist. As you know, yesterday the Federal Reserve announced a bold plan to buy long-term Treasury securities and increase the ceiling on purchases of mortgage backed securities. Here to talk about the Federal Reserve is our first speaker, Regina Schleiger. Regina? 

Regina Schleiger: Thank you very much, Craig, and good afternoon, everyone. I want to give you a perspective from policy makers here in the US on the outlook for the economy and how authorities are deploying all tools they have available to them to restore financial market functioning so that recovery can proceed. And I want to talk a little bit about the internal policy dynamics that are shaping the economic and financial market outlook. 

I mentioned in our last presentation to you in late January that we had not heard policy officials so universally bearish about the outlook for the US economy in any previous times, and I'm afraid I can assure you, even as of yesterday when the FOMC met, confidence has barely improved. This week's two day meeting of the Federal Reserve, which concluded yesterday afternoon, determined that the economic deterioration over the last month was a sufficient motivator for them to announce a very bold plethora of measures, in terms of securities purchasing programs. 

They aggressively ramped up the mortgage backed securities purchasing program to $1.25 trillion this year. They boosted the agency program by $100 billion, and of course, they deployed their big weapon. They announced a Treasury securities purchase program of up to $300 billion, which you can comfortably assume is merely a starting point. 

Despite their more sanguine assessment of the economic outlook presented by Chairman Bernanke to about 20 million voters -- sorry, viewers on 60 Minutes Sunday and his talk of green shoots in the economy, which obviously was referencing recent retail sales data, in aggregate, the deterioration in the economy from last month to this at least forced the central bank yesterday to mark down its forecast further on both growth and inflation. 

This backdrop, coupled with other market targeted policy initiatives, which have become beset by nervousness over their likely success, not to mention growing credibility issues with Treasury over its policy response, spurred the Fed to be deliberately bold yesterday in an effort to regain momentum and the edge with financial markets, and it was an attempt to reiterate its commitment to doing whatever it takes, as it calls it, to get markets functioning again. 

The much vaunted health initiative, on which so many policy makers had pinned their hopes for market revival, will, in fact, be very, very slow off the ground and was the other key driver behind yesterday's bold decision by the Federal Reserve to expand its balance sheet by $1.15 trillion. It had to expand that balance sheet. 

We've spoken to our contacts since they broke from yesterday's meeting, and our understanding is that this bold action punctuates a broader communications campaign by policy officials across different agencies to -- in an attempt to present a coordinated front, a coordinated strategy to get us all out of this mess. You've seen this culminate in a spate of public appearances by key officials. 

Chairman Bernanke returned to his hometown, Dillon, to put a kind of homey touch and explain in English, though they had to buy him a blazer for the appearance, what the policy strategy was. On the real economy side, as we told you in January, it is still the case that self-sustaining recovery that leads to genuine expansion is a 2010 story, as Chairman Bernanke told us Sunday. And that recovery scenario continues to be premised on an expectation that the negatives in the economy will begin to decelerate later this year. 

They do -- officials do believe the worst of the economic pain should begin to dissipate in the next few months, so that by the spring, we should start to see some stabilization in precipitously declining economic data. So that's just a little overview of how Federal Reserve officials and other policy officials are viewing both the economic outlook and the policy outlook. I'm going to leave it there and hand it over to my colleague, Peter Hamilton, to delve a little bit more deeply into some of these aspects. 

Peter Hamilton: Thank you very much, Regina. I'm going to start off with what Regina said about apprehension within the official community that the TALF is going to get off to a much slower start than they'd hoped. The TALF is the forward-looking part of the plan. It's supposed to catalyze getting securitization markets going again to support asset backed issuance for consumer loans, credit cards, and the like. 

The response to this among our clients has been one of acute concern. People are worried that it is going to turn into a political football, and many of our clients have told us that they are flatly not going to participate. Now the problem here is that the TALF is actually the easy bit. The more important bit from the larger banking system is what is called the PPIF in existing discussions. The idea behind this is it's the backward looking part of the plans. It's -- the idea is that the Fed would spend up to $1 trillion to facilitate private companies buying assets and getting toxic assets off the banking system's balance sheet. 

An announcement on this is likely to come in the next few days. Geithner is finalizing terms and hopes to actually get something done. Now the problem here is that it has not been going well. In fact, the latest that we hear is it may well be rolled into a sort of Part Three to the TALF. All the problems that are cropping up with the TALF apply to the PPIF with much more force. There is acute concern about whether financial market participants will be able to price the toxic assets on the balance sheet correctly. 

There is even more concern that they will be turned into a political football, and the political constraints have only got more acute with the AIG problems. The real origin of the PPIF plan was you would typically in these cases have a bad bank structure to buy assets off the balance sheet of banks, and this would be funded by the public sector. Congress refused to go along with this. It was just too expensive. 

As a result, there was a huge hole, and Geithner hoped to use private capital to fill the hole. In order to attract private capital, you would have to make it sufficiently attractive on the upside, in terms of potential profitability to entice people to come in, but that has gotten more and more difficult to achieve, because the more profitable you make it for the private sector, the more politically toxic it gets. 

As a result, the PPIF plan now looks in serious trouble, and we just pick up acute concern from a number of sources about just where this Treasury plan is going. Now where does that leave the banking system? There has been a stress test process in recent weeks to try and examine the balance sheets of the major banking institutions, and there has been a pushback from the authorities, at least in public, about plans to nationalize the banks. They say this isn't really an option. 

We've gone to many of the senior officials involved and asked them to explain what they really mean about this, and what we've been told is as follows. The stress tests, in essence, are just a bridge to finding an actual plan to fix the banks. They really are just to buy time in order to actually get a better solution, and they don't really mean much in themselves. 

As for pushing back in nationalization, our sources tell us that the FDIC, which is the institution which can take over banks, is still in business. It has been taking over banks for 60 years, and in the event that even a major bank is in trouble, it will still be in a position to take them over if necessary. For the most large and complex institutions, that could be more complex, but we are told that nonetheless, the FDIC would be able to step in. 

We are also told that there is still a great deal of concern about the overall health of the banking systems' balance sheets. Officials tell us that it's not just a matter of mortgage assets being toxic anymore, but it's the entire range of assets, from commercial real estate through to consumer lending, and overall, when we talk to banking officials, we've never seen them more concerned, more worried about the prospects than we've seen them in recent weeks. 

I'd finally like to wrap up with just a quick word about where efforts to reform the financial system are going. On the domestic fronts, the President was talking last night about the potential for systemic risk regulator. That means a regulator which would be charged with looking at all institutions, including non banks, whose failure might cause cascading prices in the financial system. 

Now Barney Frank, the Chair of the House, Ways and Means Committee, will move forward quickly with a bill to do this, as well as a bill to beef up financial consumer protection, but even though progress is likely to be rapid in the House, there could be more problems getting the bill through the Senate, and so there's a small chance that this could end up delayed into next year. Nonetheless, a bill is likely to eventually pass on this score. 

The Fed is probably going to end up as a systemic regulator in question, despite criticism, and Chris Dodd was talking this morning about ways in which the Fed would need to improve in expressing that about the prospect. But there is really little sign of any alternative, because few other institutions would have the resources or abilities to do the job. 

Finally, on the international side, we have been talking to regulators in other countries as well, and they tell us that the two main themes that one should see -- expect to see in coming years is moves to make bank capital ratios less procyclical, but this would mean a process of probably about four or five years before it's actually finalized. And there's also growing international consensus about the need for a tougher regulation of any institution, bank or non bank, which is large enough to be a potential systemic danger. And with that, I will hand it over to Daniel. 

Daniel Sternoff: Thank you very much, Peter. I'm Daniel Sternoff, and I want to make a few remarks on the international outlook, and then we can -- I'll pass along to Brendan, who can speak to markets. I think it's obvious to everyone here on the call that there is nowhere to hide in this global crisis. The IMF this morning cut its forecast for global growth this year, showing an outright global contraction of minus 0.5%, which is the first outright shrinkage since World War II. 

World trade is collapsing at the fastest pace since the Great Depression. We've seen US exports have fallen by a third in value since the collapse of Lehman, and in the past six month, US exports have fallen at a 44% annualized pace, and imports are off further, which, of course, exports our weakness to everyone else, and we're in a vicious cycle. 

And as we can see here in the US, wealthier nations are fire fighting with all the unconventional means at their disposal, but few have a balance sheet like the Fed or the resources that many developed countries have to finance stimulus spending, recapitalize the banks, roll over corporate debt, or to finance trade, and weakness in emerging markets is creating clear contagion risks into core developed markets. Look at Eastern Europe, for example. It's exacerbating troubles among Western European banks that are heavily exposed to the region, which, in turn, blows back into European problems. 

Now Treasurer Secretary Geithner is being extremely forthright about these risks and has been prodding others, including in Europe, to step up more to the plate. Geithner understands that stabilizing emerging markets in the global system must be seen as a fourth pillar of US policy here, alongside the fiscal stimulus, the housing rescue and the bank bailout. 

And the US, as part of the G-20 process, has been pushing for an aggressive expansion of resources available to the IMF, and has also wanted G-20 nations to adopt pledges to commit to even larger fiscal stimulus, on the order of 2% of GDP. Now that latter goal was spurned at this past weekend's G-20 finance ministers' weekend. European nations are not in a mood to put up more beyond EUR115 billion they've pledged for stimulus so far. There is a little bit more success in beefing up resources to the IMF, and efforts are now underway to at least double IMF lendable resources to $500 billion, and the fund is also revamping its lending programs to make them a lot more accessible to nations and swifter to deploy. 

We're looking at now, according to some World Bank estimates, as developing countries face a financing shortfall this year of anywhere between $270 billion to up to $700 billion, and something to watch, heading into the April 2 G-20 summit, is just how much more funds can be raised. We do think it's gettable to come up with another $250 billion for the IMF. Japan is ready to kick in $100 billion. The EU seems set to offer $75 billion, and for the rest, a hat is being passed around to big surplus holders like China and Saudi Arabia. 

Another important thing to watch, ahead of the G-20, I -- is whether they can pull together a trade finance initiative that could reach into $200 billion, which would ensure national agencies, like the US Export-Import Bank and other multilateral bodies have the resources to finance trade. While the IMF is stepping up to try to backstop emerging markets, we think it's very important to keep your eyes on China as the essential country to watch in this global cycle. Because how the US pulls out of this and how China stabilizes itself will really be the leading edge to the world economy, because the rest will follow. 

Now those who may have participated in our call in January will recall that we were constructive on China's ability to pull itself out. Since then, we've seen a few developments that are positive indicators about the ability of the Chinese economy to find its footing and start to sequentially look a little bit better in the second quarter. 

You've seen imports of commodities like iron ore and copper surge to monthly records in February. Steel production increased sharply in the first two months of the year. This is all in anticipation of government stimulus projects, which has led firms to build up inventories, and now it's just a matter of waiting to see if actual demand shows up, and here the prospects are uncertain. 

There's a strong startup in new projects under stimulus spending, and banks, which are under political pressure to increase lending to support the economy, have responded with a huge surge in credit. Nearly $590 billion in dollar terms has been extended since November. About half of that is Kabuki accounting, as banks try to show they're hitting government credit targets, but the half that remains is a huge number, and we think that this bodes well for activity to pick up in the second quarter. 

But at the same time, exports have been falling more than the government has expected, and outside of these government infrastructure projects, there's very weak private demand from real estate and export oriented manufacturers. So we do think Q4, Q1 mark the bottom of China's cycle, but the recovery will be uneven, and the government may have to step in with a second stimulus package later in the year. 

A recovery in China is key to commodity prices globally, which I think are critical to nearly everyone on this call, and let me make a -- just a quick comment on oil prices and on this past weekend's decision by OPEC to avoid further cuts in oil output. Oil is now a little over $50. It's being carried higher by this wave of liquidity since the Fed's action yesterday, but underlying oil fundamentals remain weak, and under other circumstances, OPEC would have carried out an insurance cut in output to drain bloated global oil inventories. 

But these are not normal times, and we've had some briefings with senior Saudi officials since this OPEC decision on the weekend, and it's clear that they are trying not to create headwinds to the global economy now by over tightening oil markets or sending prices higher. 

It's also important for the Saudis or the King Abdullah, who is holding his first meeting with President Obama at the upcoming G-20 summit, to get off to the right foot with the US Administration, and they want to be able to show that they are doing their bit to sustain a global recovery, and from a Saudi perspective, current prices are certainly tolerable. They can get through with lower prices than others in OPEC, and lower prices are good to price out alternatives to oil, and if you can nurture recovery, that's key to future demand for their product. 

As for prices, right now if you see a continued return of risk appetite in the financial markets, that could underpin oil, but we're heading into a period in the second quarter with weaker demand. Demand for oil is still declining overall, and inventories are very high. We think that should put the brakes on how far oil can go in the near term. Let me pause here and hand it over to Brendan Fitzsimmons, our Chief Global Strategist, who can speak a little bit on the markets, and then we can move on to Q&A. Brendan? 

Brendan Fitzsimmons: Thank you, Daniel, and good afternoon. The -- just speak briefly about the markets and some of the things that we're looking at going ahead, and then we can open up to Q&A, because I'm sure there will be a lot of interesting questions that pick up both the domestic themes, politics, policy, economics, as well as the international dynamic, not only in China and relative to the commodity producing space, but in terms of global story. 

And, as Daniel alluded to, the -- we've had another serial revision from the IMF, and this is consistent with a theme that's been developing, really, over the last three, four months, and if you remember back just October, there was the downgrading of expectations to 3%, and three weeks later it was reduced further. Now we've gone down to, first, recently, to 0.5% and now negative, and that this is, really, a signal moment in the modern global economy. 

And I'll come back to that, because I think it's important, especially in the domestic context the last two weeks, where you've had this remarkable, fully tripped bear bounce and recovery of 20%, and a lot of anticipation after the Fed yesterday. To put things in perspective in terms of just how many pressures are out there and what distinguishes this period from some of the recent global crises, whether it was post 9/11 and the core recessions that followed, the Asia and Russia crisis of the late '90s, and even Japan's lost decade. I think the key theme that runs through the issues discussed by Regina, Peter and Daniel, as I said, both here in the US and externally, is this issue of confidence and psychology, and that's the key takeaway from our client basin and what we've heard from market participants. 

And I think the fragility here has been evident over the period since our last call in January, particularly as seen with the challenges to get the stimulus effort delivered, the Obama Administration itself having recognized that it couldn't deliver in the first week and set itself a more modest target of delivering by the Presidents' Day weekend and had that only just gotten through by pulling three moderate Republican Senators across the line. 

And then, you saw that again with the mid-February presentation by Geithner of -- the time constraint presentation with the market taking away the vagueness, the lack of detail, the purported comprehensiveness not delivered upon, which not only took back all of the week's rally, and 7% that had been put in in anticipation, but [set and trained] this dynamic of increased impatience, increased cynicism, which has worked against any progress that has been made on these various -- I think the way to think of it is various trains of policy response on different tracks, moving at different speeds. 

And indeed, the TALF, as we know, was meant to start six weeks ago. It's only starting today. It had to be supersized as a consequence of the Fed being brought forward in place of Treasury, because of the political environment, that toxicity that was present six weeks ago has only gotten worse in the context of the AIG bonuses. And, in fact, this is where the Fed has had to come in yesterday, not because they wanted to do these things, but because they've had to. They're necessary responses, and I think that the -- this -- one of the key concerns that's been raised just in the last -- even in the last day from our clients. 

But it was already building over the last two weeks, given the Bank of England's move to quantitative easing, and the S&B's move in Switzerland to quantitative easing and currency intervention is the risk of competitive depreciation of currency, and particularly now, relative to the Japanese and to the Europeans. And this sets a context up as we head into the G-20 meeting on April 2nd, a heads of state meeting that will be Obama's first interaction with the Chinese, as well as other international leaders, and it already has modest expectations. Most of the focus is on backstopping, as Daniel alluded to, on the IMF side for developing nations particularly at risk in Central and Eastern Europe. 

But I think there's a real risk here, and we've seen it with regard to TALF, with the Nissan auto issue as being one of the first ones, at the same time that you're facing the bankruptcy risk in domestic autos. But there's a real risk here to psychology and to expectations and that this is why the Fed came in -- came onto the field yesterday. One of the key tensions that we have in our -- from our client base is the issue of debt deflation and depression that was present two weeks ago, and now the proximate concern of inflation due to these responses. 

And what's clear from the policy side and what hasn't yet been fully absorbed, I think, from the market side is the issue of sequencing, which is that from the Fed's point of view, it's not that they're ignorant to inflation, but that the near term risk is dealing with the legacy issues, restarting the forward markets that feed consumption, and affecting real support here through getting the policy makers out. And I think that's where you've had Bernanke, Geithner, Summers and Obama really trying to establish that fact publicly. And the one concern that you need to keep in mind here is that, as Regina mentioned, relative to the CBS 60 Minutes interview, there was a more sanguine discussion of the forward anticipation of recovering the second half. 

What was notable from yesterday's statement and what we've heard privately is that the already revised down forecast in January, a system wide will revise down again relative to the staff forecasts since yesterday, and you saw taking out the language on the anticipation of that improvement in the second half. 

It doesn't mean that it can't happen, and confidence is going to be a key factor, but there is real concern here that you still have acceleration -- negative acceleration in labor, which affects consumption, and you still haven't yet seen this stabilization in the financial variable of the equation, which is a necessary precursor to what will be an ongoing deterioration in the real economy variables. I think I'll stop it here, and we can speak to questions. 

+++ q-and-a

Tanya Peress: Okay, great. One of the first questions from our clients is, in the -- is the inflation expectation, as a result of the Fed, drastically expanding its balance sheet, over exaggerated, due to a majority of the expansion taking the form of repos? What percentage of the expanded balance sheet is in the form of repos, and what's the average duration? 

Regina Schleiger: Hi, it's Regina here. Very specific question. Couldn't give you percentages on the spot like that. I can tell you, however, that from the Fed's perspective, in terms of their inflation forecasts, particularly those most recently published, there isn't a belief, at least internally, that they are overly inflated. 

Peter Hamilton: Just to add one thing to that. One thing that they always point us towards is the extent of slack in the economy right now, and it's unlikely that economic activity is going to pick up enough in the next two or three years to create any significant inflation pressure. 

Tanya Peress: Okay. One of the next questions we have is how do we see the respective economies in America, Europe and Asia performing in the next two to four quarters? 

Brendan Fitzsimmons: I think the key thing to think about here is where policy started and the capacity for policy to be delivered and then gets into the issue of transmission. From the global perspective, as Daniel touched on with China, they have capacity, and they've been able to act, and in fact, they've been able to act in some ways faster than anywhere else, including the United States, which started earlier. 

What comes across most clearly is the persistent risk in Europe, both in East and West, and self-reinforcing, because the West of Europe was the provider -- main provider of capital and the main export market from the East -- for the East, and given the banking crisis there and the intertwined nature and the accelerated deterioration that's still going on in the West, as well as now in the East, there's particular pressure there, and it's something that both Regina and Peter have picked up in their conversations with policy makers, relative to it widening out beyond just the European region and, actually, potentially being a drag on any nation recovery in the US. 

Tanya Peress: Okay. And what about Latin America? 

Brendan Fitzsimmons: Latin America is in a position where it's in a relatively decent position in terms of certain countries, particularly those that are, as we call it, long policy. That is, that they have fiscal and monetary capacity to support their economies. Amongst those, the most flexible, as you've already seen in their monetary policy responses, are Chile and Brazil. To a lesser extent, Columbia, and to the least extent so far, Mexico. 

In general, the ones that have -- and this goes for several of the regions, not only Latin America, the countries that have better domestic demand are better poised to get through this particular period, in contrast to the ones that have been more integrated in the global economy. So again, this is where the bigger countries, like Brazil and Poland, have better chances. The one problem, in particular, to Mexico, but in general still, for Latin America is dependence on the US story. Brazil again is a -- Brazil and Chile are a little bit better poised relative to the global diversification and exposure to commodities, but ultimately, this is going to come down to the US. 

Even for the Chinese story, you need the US to establish traction in the second half and into -- with some momentum, into 2010, as a precursor for others to do better. And Asia, obviously, is going to key off of the success in China, but as we know, the nature of China's success, even here, is going to be more inward focused. So that's another key factor to keep in mind. So that even if you have success, it may not be the same types of recovery that you've seen in past periods. 

Tanya Peress: Yes. And do you have any comment about how we see India performing in the next two to four quarters? 

Brendan Fitzsimmons: India is an interesting case, in part, because it does have a large -- obviously, a large domestic economy. Unlike China, however, it's tied to the service side. So you want to -- in terms of how that plays out, it's going to be coordinating responses domestically, which are not as cleanly coordinated and transmitted as we've seen in China. 

And on the service side, it's going to be an issue of competitiveness. So far, there just hasn't been as much traction, and it's going to be dependent on, not just the US recovering in China, helping at the goods end, but you're going to need to see some real success in the higher end developed countries that demand these services from Asia and, particularly again, from Europe, which we don't see right now. 

Tanya Peress: Okay. The next question we have is, following China, which country do you think is the next to come out of or to lead us out of the recession? 

Daniel Sternoff: I think the story is really going to be stabilization in the US. It's -- as Regina mentioned, it's not about expansion. It's about what sort of second derivative improvement, so that you have a deceleration in the deterioration. 

Now, obviously, labor, as we've talked about, is going to be lagging, but if you have a -- an improvement or a slower rate of decline in employment and if you are able to see some accrued execution on some of these programs on the banking side with TALF and the public private partnership, relieving toxic assets, there's a real opportunity for some of the policy to transmit and also move in time towards the point later in the year when you have more of the specific arrival of the enacted stimulus. And that's where the confidence factor really comes in is buying time, between here and the third and fourth quarter, to get that extra support. 

Tanya Peress: Okay. Next question we got is, how are the large institutions reacting to the current market rally, and is this sustainable? 

Peter Hamilton: We've heard different views. I was having a discussion with one of the biggest institutions just at the end of last week, and they said that in the near term, they think that they're hopeful there could be a short-term bounce, simply because there's so much money sitting part in money market funds right now, and they think that there might be a little bit of momentum here. 

But frankly, looking further out into the year, they were just acutely concerned about the potential for further downside. They really think the policy still hasn't got much traction. They believe there's still an awful lot of bad news to come in earnings. They believe that there's still an awful lot of problems out there in the financial system, so there are still people talking about potential declines of 30% or 40% in the Dow. So we're not really into a situation where people are hopeful that we've reached the bottom with any assurance. 

Tanya Peress: Yes. 

Brendan Fitzsimmons: I think the key thing that -- to note is the tendency to be defensive first, because the experience of the last eighteen months of this crisis, in particular, the experience of the last three to six months, has been that you've -- you haven't been paid to be aggressive, and anticipatory, particularly in the financial space. And I think you've seen this, both in the worst hit in the financial space, having to continually write down, as collateral qualities continue to deteriorate, at the same time that borrower credit worthiness has deteriorated. 

But even the relatively healthy, large institutions -- you take GE, you take Wells Fargo, you take JPMorgan. They've gone defensive in terms of their dividends, and while there has been additional lending that's been prodded by some of these programs, it's still not at the level of being proactive and being self-reinforcing without the Fed's presence. In fact, that's why the Fed had to augment its response. 

And I think that again gets into the -- you look at CEO confidence. You look at some of the forward-looking indicators in terms of stopping the acceleration of firings and stabilizing investment, and we're just not there yet. And that's really, I think, why you're seeing some of the public policy maker responses in trying to get out to Main Street. 

Tanya Peress: Okay. And the last question we'll have time for is the G-20 meeting that we discussed is going to be April 2nd, and what actions do you expect? 

Daniel Sternoff: Well, a couple of things. One, we do expect to see -- they're trying to get specific on how much additional funds can be gathered by the IMF mail. So lay out some more specific changes in how they are operating their lending programs. For example, last fall they instituted a new short-term lending facility that was intended to be a way that larger, more reasonably healthy emerging markets can get access to additional assistance. 

They may not be in the need of traditional IMF standby agreements with all the various restructuring that is required, but provides a kind of a backstop at the stigma of anything affiliated with going to the IMF has kept a lot of countries for whom it may be designed, like a Korea or a Mexico or a Brazil. No one stepped up to the plate, so they're revamping that and will be rolling that out. 

Again, we're looking to elaboration of this trade financing initiative. I think it's also really critical to see whether they can put some meat on some of these pledges to be avoiding protectionism. Even though you have had such pledges that were made last fall by the G-20, you're still seeing a host of smallish measures that are being taken in a number of places that certainly a matter of real concern, and I think some of the issues are even less what happens in the formal G-20 setting than in some of the bilaterals. 

And the first Obama - Hu Jintao meeting will be very important and interesting. It is their first encounter. The Chinese have been expressing public concerns over the stability of their -- the Treasuries and US dollar holdings that they have. They certainly are very concerned that if the US is, basically, about to try to inflate its way out of the crisis, which can come at the expense of their holdings, they don't have a lot of alternatives right now. We don't pick up anything in Beijing like they are about to be dumping Treasuries, but they certainly feel they have and deserve a seat at the table to be trying to shape what US macroeconomic policies are. 

It's really a reversal of this bilateral dynamic that you had been seeing in the earlier part of the Bush Administration with the beginning of the strategic economic dialogue between the US and China, which began with the Americans viewing it as a vehicle to demand the Chinese let the currency appreciate that they're opening up their markets to US financial services firms, and then, really, it's turned around on its head with the Chinese having some specific demands on guarantees on their holdings. That, I think, is something very important to watch and that we're keeping a close eye on. 

Brendan Fitzsimmons: Yes, one final thing that I would add would be that the issue of reduced expectations after the ministerial meeting that you had in London, which is, going into that you had anticipation of new sets of coordinated stimulus programs. That's been knocked down. It's been more about individual execution on existing programs. Equally, you've had the commitment to additional support from the monetary policy side, but nothing new in terms of coordinated actions. 

So I think that's -- you've reduced expectations and apart from this -- the IMF side and having a [pateen] of not going further down a protectionist discussion that most of it is going to be public support from these heads of state that this is going to be a forum for trying to affect a global confidence the way you've seen US policy makers try to affect US confidence. 

Tanya Peress: Okay, and that's it. That's all the time we have for today. If anybody has any additional questions, please feel free to email them to tperess@nyx.com, and thank you for joining us. 

