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When will this worldwide recession hit bottom? The simple answer is when global markets are 
confident capital is moving freely between countries and money markets are working again. 
Making this happen will require unprecedented international co-operation. 

One of the fundamental factors fuelling the fear gripping all markets is the feeling that governments 
around the world are still behind the curve of this economic downturn. There is an abundance of 
analysis about what is happening, but precious little common foresight about how to get ahead of 
this curve.  

Markets around the world realize there is no broad understanding of why this recession is so severe. 
They are also aware there is no shared strategy among the major economies for minimizing the 
damage, and nursing the world economy back to health. Without this understanding and an 
international action plan, markets will remain volatile and the recession will maintain its 
momentum. 

Governments around the world, including our own, are busy implementing stimulus programs and 
monetary policies that are based on their perception of what's best for their respective countries. 
They are largely preoccupied with responding to their own domestic crises. 
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What is forgotten in this process is that the core problem lies elsewhere. We must rebuild 
confidence in the world's highly interdependent banking system. No amount of local stimulus 
spending or support for financial entities by individual countries is going to reinstate the confidence 
of global markets in the international banking system. Nor will it do much to stimulate the flow of 
capital between countries. 

Some recent initiatives by the U.S. and British governments illustrate this point. U.S. President 
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Barack Obama approved the acquisition of a 40-per-cent interest in Citibank in order to prevent its 
collapse. In the same week, British Prime Minister Gordon Brown announced a multibillion-dollar 
takeover of the Royal Bank of Scotland. The bailout of Lloyds Banking Group followed a few days 
later. 

The stock markets in both of these countries responded by posting major declines. Instead of seeing 
these as stabilizing steps they were viewed for what they are - expensive Band-Aids on the body of 
a much more deeply rooted problem that is global in nature. 

The G20 countries, representing 85 per cent of the world's GDP, meet in London in early April. 
Prime Minister Brown, who will host the summit, is proposing a "global deal." It is a package of 
internationally co-ordinated measures aimed at restoring stability and setting a course for a 
sustainable recovery. His package includes renouncing protectionism, reforming international 
regulation, strengthening the International Monetary Fund, kick-starting lending and stimulating 
the global economy. 

If Mr. Brown and the other G20 leaders want to come anywhere close to achieving these objectives 
they must find a way to put the world's private wholesale money markets back in operation. They 
need to agree to, and be bound by, an action plan that deals directly with reviving the private, 
global financial system. 

This plan could utilize a strengthened and refinanced IMF for implementation. Member countries, 
including the United States, Britain, France, Canada and others, would have to take direction from 
the IMF in support of an international system that encourages renewed global lending. 

Therein lies a major challenge. For any international plan aimed at freeing up global capital 
markets to succeed, member countries will have to surrender some of their economic sovereignty. 
This is something they are always loath to do. 

Canada is recognized as having one of the most stable banking systems in the world. The Bank of 
Canada commands global respect. Canada is the world's eighth-largest economy. All the credentials 
are in place for Canada to play a significant role in the upcoming G20 summit. 

We should emphasize two basic goals: the first, to clearly recognize the interdependence and 
collective responsibilities of the leading economies and, the second, to move Mr. Brown's "global 
deal" toward implementation, with a strong emphasis on restoring the flow of world capital. 

Adopting this action plan is essential to establishing a solid floor from which to start rebuilding our 
sagging world economy. 

Michael Warren is chairman of The Warren Group Inc. 
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