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treasury secretary
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giant investment bank
Paulson headed
before joining the
Bush administration,
sheds a measure of
light on the corrupt
relationship between
government officials
and the banks which
underlies the multi-
trillion-dollar bailout of
Wall Street. The
article, based on
Paulson’s official
schedules for 2007
and 2008, obtained
by the Times through
a Freedom of
Information filing,
documents the close
collaboration between
Paulson and his
successor as chief

executive of
Goldman, Lloyd C.
Blankfein, in the

course of the financial
crisis of the past two
years. It focuses on
mid-September of
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Paulson and Goldman Sachs: A dirty secret of the Wall
Street bailout
Barry Grey

11 August 2009 - WSWS

An article in Sunday’s New York Times on the behind-the-scenes dealings
between Henry Paulson, treasury secretary under President George W. Bush,
and Goldman Sachs, the giant investment bank Paulson headed before
joining the Bush administration, sheds a measure of light on the corrupt
relationship between government officials and the banks which underlies the
multi-trillion-dollar bailout of Wall Street.

The article, based on Paulson’s official schedules for 2007 and 2008, obtained
by the Times through a Freedom of Information filing, documents the close
collaboration between Paulson and his successor as chief executive of
Goldman, Lloyd C. Blankfein, in the course of the financial crisis of the past
two years. It focuses on mid-September of 2008, the high point of the crisis,
when the government decided to allocate $85 billion to bail out the failing
insurance and financing firm American International Group (AIG).

The article makes clear that at the heart of the rescue of AIG was a decision
to use taxpayer funds to cover dollar for dollar the billions owed by the
insurance firm to Wall Street banks that held credit default swap contracts
with AIG. Credit default swaps play a central role in the vast edifice of
speculation upon which the banks depend to reap huge profits and reward
their top executives and traders with multi-million-dollar bonuses and pay
packages.

By means of the unregulated credit default swap market, banks and
corporations purchase insurance against the default of bonds issued by other
banks and companies. If a seller of swaps—AIG was by far the biggest—goes
bankrupt, its counterparties stand to lose billions and go bankrupt
themselves.

This was precisely the position of major financial firms in September of 2008,
when AIG was teetering on the brink of collapse. The Times cites Paulson’s
spokeswoman, Michele Davis, as saying that government officials were
concerned that both Goldman and investment bank Morgan Stanley "were in
danger themselves of failing later in the week..."

No firm was more exposed than Goldman Sachs, the biggest and most
profitable of the Wall Street investment houses, which stood to lose $13
billion in credit default swaps and other derivative contracts with AlIG.

The Times article documents the fact that Paulson, who by law and ethics
rules was prohibited from maintaining undue contact with his former bank,
held dozens of telephone discussions with Blankfein on and around
September 16, 2008, when Paulson and the Federal Reserve Board
announced the bailout of AlIG.

Paulson and his collaborators in orchestrating the bank bailout, including
Federal Reserve Board Chairman Ben Bernanke and Timothy Geithner, then
president of the Federal Reserve Bank of New York and now Obama’s
treasury secretary, were well aware of the legal implications of Paulson’s role
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1 ONU - XX
Assemblea Generale
(1965):

La XX Assemblea
Generale dellONU
(1965) dichiara "la
legittimita della lotta
da parte dei popoli
sotto oppressione
coloniale, per
esercitare il loro diritto
all' autodeter-
minazione e
all'indipendenza”.
Inoltre, 'Assemblea
invita "tutti gli Stati a
fornire assistenza
morale e materiale ai
movimenti di
liberazione nazionale
nei territori coloniali".

:: ONU - Risoluzione
1514

"L'Assemblea
Generale dichiara che:
la soggezione dei
popoli a dominio
straniero, conquista e
asservimento
costituisce una
negazione dei diritti
umani fondamentali, &
contraria alla Carta
delle Nazioni Unite ed
€ un impedimento alla
promozione della
pace e della
cooperazione
mondiali.

Tutti i popoli hanno
diritto all' autodeter-
minazione; in virtu di
tale diritto essi
devono liberamente
determinare il loro
status politico e
liberamente
perseguire il loro
sviluppo economico,
sociale e culturale”.

:: Convenzione di
Ginevra, Protocollo
Addizionale | (1977):

La lotta armata puo
essere usata, come
ultima risorsa, come
mezzo per esercitare
il diritto all' autodeter-
minazione.

:: Tribunale penale
internazionale

In base allo Statuto
del Tribunale penale
internazionale, sono
definiti “crimini di
guerra”:

(1) attacchi lanciati
intenzionalmente
contro popolazione
civili in quanto tali o
contro civiliche non

in rescuing Goldman with public funds.

To provide themselves with a legal fig leaf, as the Times reports, Paulson
obtained two ethics waivers on September 17, shortly before a conference
call involving himself, Bernanke, Geithner and other bank regulators to
discuss the financial crisis of Goldman, Merrill Lynch and Morgan Stanley. The
waivers were issued by Paulson’s Treasury Department and the Bush White
House counsel’s office.

As the Times notes: "All told, from Sept. 16 to Sept. 21, 2008, Mr. Paulson
and Mr. Blankfein spoke 24 times. At the height of the financial crisis, Mr.
Paulson spoke far more often with Mr. Blankfein than any other executive,
according to entries in his calendars.”

The newspaper points out that, prior to receiving any waivers, Paulson played
a key role in decisions that disproportionately benefitted his former bank. In
addition to covering Goldman’s bad debts with AIG, these included the
elimination of Goldman rivals Bear Stearns and Lehman Brothers (and
subsequently Merrill Lynch), allowing Goldman to legally convert from an
investment bank to a commercial bank—qgiving it more access to federal
financing—and a Security and Exchange Commission ruling barring investors
from betting against Goldman stock by selling it short.

On the basis of such measures—and trillions of dollars in cash, virtually free
loans, debt guarantees and other taxpayer subsidies—which have been
continued and expanded by the Obama administration, major Wall Street
banks have registered substantial profits this year and allocated massive, in
some cases record, sums to provide their top executives and traders with
seven and eight-figure compensation packages.

None has done better than Goldman, which recently reported a record
second-quarter profit of $3.44 billion and is on track to award its employees a
record $22 billion in bonuses and salaries this year.

Sunday’s Times article suggests that, in addition to legal and ethics
violations, Paulson may have perjured himself in testimony last month before
a committee of the House of Representatives. Challenged on possible conflicts
of interest in his dealings with AIG and Goldman, the former treasury
secretary told the committee, "I want you to know that | had no role
whatsoever in any of the Fed’s decisions regarding payments to any of AIG’s
creditors or counterparties."

But the newspaper cites unnamed former government officials as saying, "Mr.
Paulson played a major role in the AIG rescue discussions over that weekend
[September 13-14, 2008] and it was well known among the participants that
a loan to AIG would be used to pay Goldman and the insurer’s other trading
partners.”

The newspaper omits mention of a further damning fact. Paulson, who, the
Times notes, personally fired the CEO of AIG, appointed Edward M. Liddy as
his replacement. According to Wikipedia, the man selected by Paulson to
oversee the funneling of taxpayer cash from AIG to Goldman and other AIG
creditors "was on the board of directors of Goldman from 2003 to 2008, when
he resigned to become CEO of AIG. He was selected by Henry Paulson for
both roles." Liddy, who has since resigned his AIG post, owns more than
27,000 shares in Goldman Sachs worth over $3 million.

Reflecting the Times’ political support for Obama, the newspaper also fails to
note that the current administration is well stocked at the highest levels with
Goldman alumni and protégés of its former top executive Robert Rubin. These
include, mentioning only two, the administrator of TARP funds, former
Goldman Vice President Neil Kashkari, and Lawrence Summers, Obama’s top
economic adviser. The article likewise fails to mention by name Geithner, a
key organizer of the AIG bailout and current treasury secretary.

Paulson’s role in orchestrating the plundering of the Treasury to pay off the
gambling debts of Goldman and, more generally, shield the financial
aristocracy from the consequences of its speculative operations, is criminal in
the full sense of the word. There is every basis for launching a criminal
investigation, and aside from potential violations of law, the destructive social
consequences for hundreds of millions of people in the US and around the
world of his policies—which are being continued by Obama—are incalculable.
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prendano
direttamente parte
alle ostilita;

(4) attacchi lanciati
intenzionalmente nella
consapevolezza che
gli stessi avranno
come conseguenza la
perdita di vite umane
tra la popolazione
civile, e lesioni a civili
o danni a proprieta
civili ovvero danni
diffusi duraturi e gravi
allambiente naturale

che siano @
manifestamente 1 -2 -3
eccessivi rispetto cambia
allinsieme dei concreti L —— ——
e diretti i vantaggi change
militari previsti.
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Paulson, however, is not an aberration. The multi-millionaire banker turned
cabinet official is rather an embodiment of the domination of social and
political life by a financial oligarchy, whose leading representatives partake in
the revolving door between the corporate suite and the highest levels of the
state. This Augean stable of reaction and corruption can be cleaned out only
through the independent mobilization of the working class on the basis of a
revolutionary socialist program.
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:: Share this new !

PayPal, " BlinkList .. del.icio.us
OOMATE
Digg Furl
G Google Bookmarks O ma.gnolia
m Netscape Ea Newsvine
g:? reddit *3,',} StumbleUpon
Tailrank ] Technorati
Windows Live ;ﬁl Yahoo! My Web

COMMENTS BY READERS OF URUKNET

The COMMENTSs of our readers are the sole responsability of their authors, and do not necessarily reflect the
opinion of URUKNET. If you believe that any COMMENT contains pornographic, racist or otherwise
objectionable or offensive content, or if the COMMENT is contrary to law in any way, please let us know. Our
legal representatives will review any and all complaints and, if any complaint is deemed to be accurate, the
COMMENT will removed at once.

Comments must be pertinent to the article and must not exceed 5000 characters.

To publish long comments, send it to the our Editor, it can become an article.

Do not complain to the Editor if you do not agree with an article or with a comment: simply reply here below.

You can get the password to become a REGISTERED USER and POST YOUR COMMENTS by clicking HERE
(needed only once forever).

Click HERE to post your own comment. Now, also users not registered can
post their comments.

Comment by holocaust gaza - 12 Aug 2009 - 00:30 [USER NOT
REGISTERED]

International investors should stay away from Goldman Sachs country USA.
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zionist banksters and their criminal network overseen by the rothschild illumina
ti mafia

america is pimped by these whoremongering deviates
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