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PETER COOK:  Deirdre, thanks very much.  Joined here by the Treasury secretary of the United States, Timothy Geithner, Secretary Geithner, thank you very much for the time.  We appreciate it.  And I know our viewers around the world have been eager to hear about this plan today.  We really appreciate your willingness to sit down and share a few more details with us.  I need to ask you first of all though about the market reaction.  I know you’ve been busy even since the speech.  Down better than 200 points for the Dow.  Are you disappointed with the market reaction so far?

SECRETARY TIMOTHY GEITHNER:  Peter, I think the market understands this is a deeply serious, complicated financial crisis.  It’s going to be very hard to fix.  It’s going to take a long time to work through.  We have an economy, you know, that’s still weakening, still getting worse.  You’re seeing across the United States people lose their jobs.  You’re seeing businesses fail.  You’re seeing the financial system work against recovery, not providing the kind of credit you need to get a recovery going again.  So I think people understand that this is a deep and challenging, severe thing.  And it’s happening around the world, not just in the United States.

MR. COOK:  Not just in the United States.  But give me a sense, can you put it in perspective for the American people who still aren’t totally sure exactly what we’re confronting right now?  Are we approaching another depression?  There are people, even in the last few days, who have suggested that.

SEC. GEITHNER:  Peter, if this government acts and does what it needs to do, which is to move comprehensively to pass a very powerful economic recovery plan, to move to address the housing crisis, and to work to fix our financial system, then we will bring this economy back on track and we will lay the foundation for better economic performance in the future.  These are things only governments can solve.  You know, some people think these things burn themselves out.  But that would be a terrible mistake for us as a country.  And I think the basic lesson of financial crises around the world – not just in this country but elsewhere – is governments need to move early; they need to move with force; they need to move comprehensively.  And the most prudent course in this context is to act aggressively.

MR. COOK:  So Americans should have confidence that this plan you outlined today, the stimulus package working its way through Congress – together, the two of them will get this economy back on track?

SEC. GEITHNER:  Peter, the American people should be confident that the president of the United States, working with the Congress and his team of people, will do everything we can to fix this.  And we’re going to keep at it until we fix it.

MR. COOK:  Let me ask you some of the details of the plan you outlined today.  Some of those details not totally in place yet, I know, and I want to ask you about one of them.  This idea of a “bad bank,” you talked about a public-private partnership getting together to try and take up these toxic assets that have troubled financial institutions for so long now and locked up the system.  Can you explain in any more detail how this is going to work, because there are a lot of people out in the marketplace, even after hearing you just a short time ago, still don’t know.

SEC. GEITHNER:  Absolutely.  Let me just step back for one second to say, you know, we have a very complicated financial system.  It depends on banks and it depends on the credit markets.  Parts of our system are working reasonably well.  You have banks across the country that are expanding and lending.  But you have parts of the system that are very damaged.  What we want to do is to try to fix both of those problems.  And what that requires is that we make banks – we try to make sure banks are in a stronger position, that they can lend even through a deeper recession.  That’s going to require that we help them clean up their balance sheets.  But it also requires that we act to provide financing to help get these markets going again.

What the market does not have today is the amount of financing available, again, to sort of restart the flow of credit.  And our program is just going to try to move on each of those fronts together.  Again, as we address the housing crisis and as we work with Congress to pass a very, very powerful economic recovery and reinvestment program.

MR. COOK:  All right, the public-private partnership, if I can just get back to that.

SEC. GEITHNER:  Oh yeah, let me come back to that.  Absolutely, yeah.

MR. COOK:  Can I just say can you explain how this is going to work?  Is the government going to buy these assets?  Are these private entities going to buy these assets?  And how are you going to value them?
SEC. GEITHNER:  So let me do the basic concept and let me reassure you and the markets as a whole that this is very complicated to get right.  And we’re going to try to get it right before we give people the details so that we don’t add further to uncertainty in these markets.  But our basic objective, and why this is so complicated, is to try to make sure we’re doing it in ways that will protect the taxpayer, so the government is taking risks they understand and they we’re maximizing the value of the limited resources we have and our broad capacity to provide financing to these markets.

The basic concept, again, is because the markets now cannot provide the financing necessary to get this to work – that’s sort of the definition of a financial crisis in some sense – that the government will provide that financing alongside some public capital in ways that bring private capital.  And that is important because it will help protect the government from the risk that we’re taking on risk and assets we don’t understand, have valued too highly and are leaving the taxpayer with more risk than they should have to bear in this context.

That’s the challenge in normalcy difficult to do, in normalcy difficult to do, and we’re going to be very careful to get it right.  We may not get it right exactly at the beginning and we’ll adapt it as we need to, but my judgment is, it’s a critical part of a successful strategy.  But don’t lose sight of the program to help make sure banks have enough capital to get through this and this very dramatic expansion of direct financing to help get the markets that are critical to small-business lending, to households and consumers, student lending, consumer lending, automobile financing and the commercial real estate to the point where they have more liquidity.  Those things are really important to do.

MR. COOK:  Just on this private-public partners, because it is the new wrinkle here that everyone is going to be talking about on Wall Street and elsewhere, how soon can we expect those details?  And is there a risk that you add to the market uncertainty by rolling this out now without that plan in place?

SEC. GEITHNER:  There’s always that risk.  It’s a careful balance.  What we try to do is layout the broad framework of objectives that are going to guide our approach, the basic principles and values we’re going to bring into this process.  You know, we had a strategy to date that was too limited; it was too tentative.  It came with too little basic trust and oversight, transparency, and it provided too little support to the parts of the economy most directly affected by the credit crisis.  So we’re going to try to bring a comprehensive program with much higher standards for transparency and accountability, with tougher conditions to – (inaudible) – tax break and we’re going to try to move on all fronts together.

Big mistake, tragic mistake this country made and countries made in the past is not moving quickly and aggressively enough, not being realistic enough about the ultimate cost.  And we’re not going to make that mistake.

MR. COOK:  All right.  Let me ask you about how this is all getting paid for.  You said today that you’re not at this point – and the president mentioned this last night – you’re not going to ask Congress for more funds to try and address this financial situation; you’re going to leverage, to some extent, Fed funds, the Federal Reserve’s balance sheet.

And I want to ask you about that because here another trillion dollars perhaps for the TALF program in terms of using the Fed’s balance sheet and, as I understand it, even, again, and other additional liabilities as a result of this private-public partnership.  Is there a risk here that you’re asking the Fed to do too much?  And, of course, you came from the Fed; you know these risks.

SEC. GEITHNER:  Absolutely.  The chairman of the Federal Reserve and the FOMC are very – are going to be very, very careful not to put the central bank of the United States in that position.  And I will be completely supportive in trying to make sure we protect their basic independence and try to make sure that they have the ability to do what they need to do as a central bank.  

This program, though, is very carefully designed, designed in its initial architecture by the Federal Reserve itself.  And I think we’ve been very careful to protect their interests.  And, again, I am confident that this is a necessary part of an effective program and it will be effective.  As you’ve already seen already if you look at the initial announcement of the program on a smaller scale in the past, you’ll see it was effective in, again, helping change behavior and bring those risk premiums down.  And that’s why it’s important to do.

MR. COOK:  All right.  Let me ask you the flipside of that argument.

SEC. GEITHNER:  Can I come back to your resources question?

MR. COOK:  Sure.

SEC. GEITHNER:  Yeah, Congress has given us substantial resources and we’re going to use them carefully, we’re going to use them effectively, we’re going to use them in a way to protect the taxpayer.  But the really important thing is, and that’s why we’re going to consult from the Congress from the beginning, is trying to make that as a country together, we let the markets know and the world know that we’re going to provide the resources necessary to solve this problem.

If you look back at the history of financial crises, these things, you know, they don’t get done in a couple of weeks.  They don’t get done in a couple of months.  They take time and effort.  The important thing is people understand that, ultimately, it will be cheaper for us as a country if we do it on a substantial scale early.  That’s the basic lesson.  It will be more expensive, the crisis will cause more damage to American businesses, to the productive capacity of our country, if we don’t move aggressively at the beginning.

I think people understand across the country now how serious this is and I think people will be understanding and realistic, if we’re honest with them that it’s going to take more and we believe that it’s a necessary and effective and, ultimately, it will save not just the taxpayer money, but allow us to get through this with much less damage to the basic lives and hopes of Americans.

MR. COOK:  Is the reality the reason you’re using the Fed’s balance sheet because you know if you go to Congress right now for more money, you won’t get it?

SEC. GEITHNER:  Absolutely not.  I think that – I believe that there is broad support in the Congress for doing what is necessary to solve this problem.  We’re going to see a very powerful economic recovery program passed quickly on a scale you have not seen in generations with very substantial support for jobs and for private investment, with some very important long-term investments that will help our country grow more rapidly in the future.  That’s an indication of how seriously people take this.  

And I think people understand because they hear it from their constituents everywhere, that business and families are suffering because they’re seeing their ability to borrow hurt by that.  And people understand that that requires that we fix the financial system along with this.  And we’re going to work to bring more trust and transparency with tougher conditions to protect the taxpayer, try to engender a higher level of responsibility, frankly, in the quality of judgments we’ve seen in our financial institutions so that people are confident this is going to be used in a way that’s going to, again, benefit them.  

MR. COOK:  Let me ask you about that trust and responsibility in financial institutions, because there are people who look at this and they heard the president and yourself talk about asking more of these banks – tougher conditions on them going forward if they receive government assistance – and there are going to be some people out there – taxpayers – who say listen, this is not tough enough.  These guys should pay some price for getting us into this mess; why not kick these executives out, kick these boards out?  What is your answer to those people?

SEC. GEITHNER:  People are right to be angry, and their right to be concerned and I, too, believe that the actions they’ve taken and the judgments they’ve made have made our task much, much harder, to justify and explain to the American people why we think it’s going to be necessary for them – not for the banks, not for the capital markets, not for Wall Street – but for the Americans that are trying to work to preserve their jobs, to earn a living, to support their communities, to save for retirement, to put their kids through college.  That is what motivates everything we do.

Everything we do is going to be governed by that central, public obligation and trying to make sure that this system, again, this complicated financial system we have is working to help support recovery and contain the risk and damage from this recession.  And, again, we’re going to be tough where we have to be tough, but we’re going to be honest with people about what it’s going to take to try to solve this.

MR. COOK:  But you are not asking any of these people to leave their jobs and there are going to be people who have questions about that.

SEC. GEITHNER:  Where we believe that’s the most appropriate action to take, we will do that.  We’ve done it already, and we’ll do it again.

MR. COOK:  All right.  Let me ask you, again, about additional conditions you might impose on these banks.  Even the compensation limits: $500,000.  There have been some reports that you fought against efforts to make that threshold even lower.  Is that true?

SEC. GEITHNER:  As I said earlier today, again, we’re going to bring much higher standards for transparency so the American people are going to see what’s happening to the money and the judgments these boards of directors are making to bring a high level of responsibility and judgment to compensation and to their basic expenses.  But I want to emphasize one really important thing – and this is the center of this program – is that we want to make sure that every dollar of capital we provide goes to preserving or generating a greater level of lending than would be possible in the absence of government assistance.  

That core, central, simple thing is at the heart of this, and we’re going to make sure that there’s reporting so people can see, themselves, the extent to which that’s happening across the banks that are receiving assistance across the country.

MR. COOK:  All right.  If I could in just our limited time left, I want to touch on a few other topics, if I could.  China – the issue came up during your confirmation hearing.  Some of your written comments versus your oral comments seemed a little bit at odds.  Can you clarify?  Do you think China is manipulating its currency?

SEC. GEITHNER:  We haven’t made that judgment yet.  We’re going to make that judgment carefully, looking not just at what’s happening in China and the management of their exchange rate regime, but at what’s happening globally at that time.  But I want to say a couple of things that are really important.  China is incredibly important – is playing a very important role in the world economy.  

They are being an important force for stability in the world economy.  And it is in the interests of the United States to work closely with them to help solve this global economic crisis and, again, help bring the global financial system back to a firmer foundation.  We have a incredibly important national interest in working carefully with them to solve that outcome.

MR. COOK:  All right.  Let me just ask you, you’re heading to Rome later this week.  We’ll be traveling with you on that trip, meeting the G-7 finance ministers.  Some of the talk there will be about change in the financial regulatory structure for the globe, as a whole.  Is the United States behind the curve, here?  The Europeans – do they have ideas for how to do that that we need to jump onboard?  Do we need to listen to them because the problem started here?

SEC. GEITHNER:  I’ve been in office two weeks.  The president’s been in office a little bit longer than that.  But we’re working very hard to lay out a comprehensive set of reforms not just for the United States, but for the global financial system.  And we will bring that to them and work very hard to build support for that.  And I’m very confident that we have a moment now, in this country and around the world, where we’re going to be able to do things that had not been possible before, again, to try to bring more stability to the system – to create a more resilient system that’s never again vulnerable to this kind of crisis.

And I believe the United States will bring its basic tradition of good ideas and leadership, sensible reforms that are in the interests not just of us, but the system, in this process.  And I think we’re going to have very broad support for what we want to do.

MR. COOK:  Mr. Secretary, thank you very much for the time.  We appreciate it.  We look forward to future conversations here with you at the Treasury Department.

SEC. GEITHNER:  Nice to see you, Peter.  Thanks for coming.

MR. COOK:  And Deirdre, with that, we’ll send it back to you in New York.

(END)
