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RR:  At the last interview we have done in December 2006, you predicted we were 

facing a “perfect storm”.  What stage of this storm are we in today? 

 

FM:  I would say that we are fairly early in the storm.  The worst it yet to come, and there 

is not much the government can do about it.  More on this below. 

 

RR:  What were the keys of your analysis that have allowed you to predict the 

crisis? 

 

FM:  The main key of my analysis was the high level of debt in the US economy, 

especially household debt and also the foreign debt.  The ratio of household debt to 

disposable income passed 100% in 1999 (for the first time in US history) and continued 

to increase sharply to 130% by 2006 (it was 40% in 1950 and 60% in 1980).  It seemed 

likely this unprecedented level of debt could not be sustained for much longer, and would 

eventually lead to defaults and bankruptcies, which are happening now. 

 



 
 
And this unprecedented level of household debt was made possible to a large extent by 

the record inflow of foreign capital in the US in the 1990s and early 2000s, which 

reached a peak of $1trillion in 2007.  This was outrageous, the richest country in the 

world receiving three-quarters of the total international capital flows!  And again, it did 

seemed likely that such an unprecedented inflow of foreign capital could not be sustained 

for much longer, and would eventually lead to declining inflows, a falling dollar, and 

higher inflation, which are all happening now.   

 

RR:  What kind of crisis are we living?  

 

FM:  This crisis began as a home mortgage crisis and a financial crisis.  But it is now 

spreading to a broader crisis for the rest of the economy due to a “credit crunch”, i.e. 

banks are cutting their lending to industrial and commercial and household borrowers, 

because of the banks’s own losses.  This reduction of lending will be a severe blow for 

the rest of the economy, and will lead to a recession. 

 

The roots of this crisis go back to a very significant decline in the rate of profit in the 

1960s and 1970s, and attempts by capitalists since then to restore the rate of profit.  The 

main way to restore the rate of profit has been keeping wages down, which in turn is an 

important reason why household debt has risen to such extraordinary levels in recent 

decades.  I will discuss more about this background of the current crisis at the congress. 

 

RR:  What must happen before US economy can start a recovery? 

 

FM:  The main precondition for recovery is the elimination of a large portion of the 

existing debt, which requires foreclosures and losses and bankruptcies, which will make 

things worse in the short run.   



 
 
 

RR:  What is the effect of the Fed and other policies? Are they going to help to a 

recovery of US economy? 

 

FM:  The best the Fed can do is stop the immediate bankruptcy of a bank or banks by 

acting as “lender of last resort”.  But the Fed cannot solve the fundamental problems of 

falling housing prices and foreclosures of mortgages.  So the Fed can postpone the worst, 

but it cannot promote a recovery.  Indeed, by postponing the worst, it is also postponing 

recovery. 

 

Congress passed a law to deal with the foreclosure crisis, which allows for the 

replacement of existing mortgages which are in default with new mortgages that would 

have a value of approximately 70% of the original mortgage, and these refinanced 

mortgages would be guaranteed by the Federal Housing Administration.  However, this 

refinancing must be initiated by the lenders, and it remains to be seen how many lenders 

will initiate these writedowns of the debt, unless the mortgages are very bad.   

 

RR:  Some economists, such as Roubini, claim that is the worst crisis since the 30s. 

What do you think about this affirmation? 

 

FM:  I think Roubini is clearly right about this.  But he thinks the crisis will only last 

another year or so, and I think it will last longer than that. 

 

RR:  What are the main effects of this crisis in the US for the working class? 

 

FM:  The main effect on the working class so far is the loss of homes for several million 

homeowners and tenants (whose landlords have been foreclosed on).  Many of these 



 
 
workers have little or no savings as a cushion, and so are undergoing real hardships 

looking for new housing, etc.  Another important effect is declining real wages for almost 

all workers, as prices are increasing faster than money wages.  It appears likely real 

wages will continue to fall in the next few years, and thus living standards will continue 

to decline.  And a third important effect, which is likely to get worse in the months ahead, 

is rising unemployment.  According to government statistics, the number of jobs in the 

US economy has declined by about  half a million over the last year, and this is an 

underestimate.  Probably two million more workers will lose their jobs in the next year or 

two, as the recession worsens. 

 

RR:  The idea of a “decoupling” was strong at the beginning of the crisis, now Spain 

an other countries are facing problems, can we talk about a “world crisis”? 

 

FM:  Yes, I definitely think that this will be a world economic crisis.  The world 

economy is somewhat less dependent on US growth than it was a few years ago, but the 

US economy is still the most important “engine of growth”, and a recession in the US 

will have serious negative effects on the rest of the world, including Latin America. 

 

RR:  Prices of commodities as petroleum or grains crops are very high; do you think 

this respond to the formation of a new bubble or is a structural change in demand 

by the entry of China?  How long these high prices can last? 

 

I think the high prices of oil and commodities are due to a combination of both a 

speculative bubble and an increase of demand from China and India and other emerging 

countries.  But I think the world-wide recession will soon cause these prices to fall, as is 

already happening with oil.   

 



 
 
RR:  What is the perspective for countries specialized in commodities exports such 

as Argentina ?  

 

FM:  I would say that the prospects are not very good.  As the world economy falls into 

recession, the demand for commodities will fall, which will hurt the exports of 

commodity-exporting countries like Argentina.  It seems to me that the “commodity 

export led growth” of recent years in Latin America is coming to an end. 

 

RR:  Finally, what do you expect of your soon coming and participation at the 1st 

International Congress of Research and Political Debate? 

 

FM:  I have never been to Argentina, and I look forward very much to the Congress, and  

to learning more about Argentina, and to meeting comrades there. 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


