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Featured Articles 
     
Minsky's "Cushions of Safety", Systemic Risk and the Crisis in the US Subprime Mortgage Market
by Jan Kregel 
March 20, 2008
       
The sub prime crisis in the US has little to do with the mortgage market, or subprime mortgages per se, but rather with the basic structure of the financial system that produces overestimates of creditworthiness and underpricing of risk. The bottom line is that the system has been structured to make credit too cheap, leading to excessive risk in order to provide higher returns. The financial fragility that was identified in Minsky's work cannot be eliminated, only damped by systemic policies. However, it is possible to eliminate fragility that emerges from the structure and regulation of the financial system.
          


News Analysis
                  
Leaning on the State
by C.P. Chandrasekhar
March 19, 2008
             
Interestingly, the very financial liberalisation that created the problems epitomised by the sub-prime crisis was predicated on a critique of the efficacy and correctness of intervention by the state. But recent developments show that bail-outs by the government of institutions that are weakened by wrong financial decisions are now taken for granted, thus legitimising interventionism. Can the "problem" that liberalisation was directed to "solve" now itself become the solution to the problems that liberalisation creates?
   

Oil Prices and the US Dollar
by C.P. Chandrasekhar & Jayati Ghosh
March 14, 2008
               
The depreciation of the US dollar has been closely bound up with the movement of oil prices, as world oil trade is typically denominated in dollars. Yet this relationship may now be under threat as the dollar continues to depreciate and the US economy tips into recession. This article examines how oil prices have changed with different numeraires, and considers the implications for the future of the oil-dollar nexus.
                

The Global Liquidity Paradox
by C.P. Chandrasekhar & Jayati Ghosh
March 13, 2008
               
One global fall-out of the sub-prime crisis in the US is a liquidity squeeze that central banks in the developed countries are attempting to counter by pumping liquidity into the system and reducing interest rates. This is indeed paradoxical, since the crisis in the first place was a result of an excessive build up of liquidity in the international system, leading to a synchronized boom in stock and real estate markets across the globe. Explaining the paradox requires understanding how the liquidity spiral occurs and how such liquidity is put to use by a liberalized and globalized financial system.
                    

Can China Become the New Growth Pole for Asia?
by C.P. Chandrasekhar & Jayati Ghosh
March 12, 2008
                  
With the US economy clearly tipping into recession, international attention is now focussed on the extent to which China and India can create an alternative growth pole for the world economy through their increasing demand. In this article, the authors assess the potential for China to play such a role by analysing its trade pattern with developing Asia. 
                   

China's African Hinterland
by C.P. Chandrasekhar & Jayati Ghosh
March 10, 2008
                
China's growing presence in Africa has led to arguments that the country is seeking to meet its growing requirements of primary products, including oil, by building a relationship reminiscent of a colonial past with many African countries. In this article, the authors examine what the evidence reveals about this relationship.
  
                  


Alternatives
   
Bank of the South & ALBA: Regional Integration within the South as an Alternative to the North based Global Hegemony?
                   
From Development Assistance to Development Solidarity: The Role of Venezuela and ALBA 
by Alejandro Bendaña
          
This short presentation outlines the need for a new development initiative based in the South as an alternative to the international economic architecture. Specifically, the article suggests that the combination of new ideas and political shifts is being witnessed today in the Venezuela led international collaboration scheme known as ALBA (Bolivarian Alternative for the Americas) which includes a development bank. This has been developed on the premise that a new form of regional integration and indeed greater political unity is necessary for independent development to take place.ill be an important source of hope for the rest of the developing world. 
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