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1 ew Jersey institution shuns lobby of losers that floated the dumbest proposals to emerge from subprime debacle

Goldman a rare voice of sanity at mad bankers’ tea party
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For months, we've heard one
major financial institution after
another complain that the real
villain behind teday’s credit
problems is mark-to-market
accounting, which requires that
companies record many assets
at their fair value each quarter,
rather than at their historical
cost.

The best solution for banks,
according to this camp, is to
change the rules so that their
writedowns need not be so big.

The chorus had grown so
loud that the Washington-based
institute, which calls itself “the
world’s only global association
of finaneial institutions”, sent a
17-page proposal in >E.= to the
heads of the US Financial
Accounting Standards Board
and the London-based Interna-
tional Accounting Standards
Board, along with a cover letter
practically begging them to
overhaul their rules.

Now that Goldman has
thrown the institute under the
bus, the accounting boards have
all the political cover they need
tosay “no”.

~ elseis. Institute board chairman

is Josef Ackermann, chairman
of Deutsche Bank (write-downs
since the beginning of last year
$7,7bn). The first vice-chairman
is William Rhodes, senior vice-
chairman at Citigroup ($37,3bn
plus $5,6bn in credit losses).
Other subprime losers with ex-
ecutives on the institute's board
include Credit Suisse Group
($9.,5bn);  Société Générale
($6,3bn); American
International Group ($19bn);
and HSBC Holdings ($6,9bn
plus $12,6bn in credit losses).

Quite an illustrious list, if it
was still 2006.

The institute, already
backpedalling, says it will re-
lease a new report next month.
In a statement last month, its
MD, Charles Dallara, wo_ﬁoi_
edged the “view that applying
new techniques, or greater
flexibility, in current
circumstances would be fraught
with difficulties”.

The group’s April proposal
had two main pieces. The first I
call the market-is-nuts defence
against booking losses. The
problem, in the institute’s
words, is that some write-downs
required under current ac-
counting rules “may be substan-
tially in excess of any actual or
reasonably probable economic
loss”,
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columnist. The  opinions
expressed are his own.




