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“Themost helpful option formost smokerswhowant to quit is switching to a low-risk nicotine product,”writes PatriciaClewell
of St.LouisCounty.“Many experts believe that suchproducts have the potential to save countless lives.”

Among thecherishedpreroga-
tivesofmembersofCongress is
the right to second-guess.That
ritual isnowplaying itself out
withavengeanceas the solons
ofCapitolHill attack theFederal
Reserve for its role in last year’s
financial crisis.
TheFedmade its shareofmis-

takes increating thebubble econ-
omy.Butonce thecrisishit, itwas
theFed’s innovative, try-anything
response that saved thecountry
fromwhatmighthavebeenan-
otherGreatDepression.
FedChairmanBenBernanke

deservesapublic“attaboy”for
findingways topump liquidity
intocreditmarkets thatwereon
thevergeof freezingup tight. In-
stead,he’s gettingacongressional
raspberry.
Bernanke’s creativepolicies in

2008werepossiblebecauseof the
Fed’spolitical independenceand
itswide-rangingauthority.Those
broadpowersarenowunderat-
tack:Congress isproposingnew
limitson theFed’s role asfinancial
supervisor and“lenderof last

resort”that couldprevent it from
respondingasaggressively to the
next crisis as it did to the lastone.
Thepolitical challenge to the

central bank’s authority comesat
anespeciallydelicatemoment—
as theeconomybegins to rebound
and theFedconsiders future
tighteningofmonetarypolicy.
Itwill needpublic support to
combat inflation.But asTheNew
YorkTimesnoted ina front-page
article lastweek, theFednowis
“undermore intenseattack than
at any time indecades,”fromboth
left and right.
Wall Street so far appearsun-

fazedby thecriticismof theFed,
perhapsbecause investorsassume
theprotests are justpolitical pos-
turing.
But this couldchange.“IfCon-

gress evenappears tobepoliti-
cizing theFed’smonetarypolicy
function,rest assured that two
marketdevelopmentsare inevi-
table—acollapsingdollar and
higher long-term interest rates,”
warnsDavidSmick,aWashing-
tonfinancial consultant.

Fed-bashershaveanunlikely
newchampion inSen.Chris
Dodd,who lastweek introduced
abill thatwould strip thecentral
bankofmostof its supervisory
functions.TheConnecticut
Democrat said theFedhadbeen
“anabysmal failure”asa regula-
tor and that itspowers shouldbe
given toanewsupervisoryagency
that,presumably,wouldbe
subject togreater congressional
oversight.
HowdidDodd,thegentle-

manlychairmanof theBanking
Committee,suddenlybecomea
neopopulist afterfive terms in the
Senate?Theanswer is that in the
eraof anti-government indigna-
tion,Fed-bashing seems tobe
goodpolitics.Dodd faces re-elec-
tionnextyear,andhe’s already
beingattacked for supporting
policies that contributed tofinan-
cial bailouts.
For a samplingof theover-

heatedattackson the incumbent,
youcanvisit awebsite called“The
DoddCrisis,”organizedby former
Rep.RobSimmons,oneofhispo-

tential challengers. It catalogues
Dodd’s support for themanage-
mentsofFannieMaeandFreddie
Mac,andhis role inauthorizing
bonuses forAIGexecutives. It
notes thatDoddwasa leading re-
cipientofcampaigncontributions
fromall threebailout recipients.
Dodd’snewfoundskepticism

about theFed is symptomaticof
thecentral bank’s largerproblem.
Withunemploymentabove 10
percent, thepublic is angryabout
last year’sfinancial crunch—and
looking forpeople toblame.The
Fed is just elitist enough,and
Bernanke is just enoughof apro-
fessorial egghead, tomake them
targets forpopular anger.
Bernanke’s supportersoffer

a simpleargument formain-
taining theFed’s current role in
supervisingbanks.Without it,
they say, theFedwould lack the
information—andthe“feel” for
themarkets—to interveneef-
fectively inacrisis.Countries that
tried to separate central banks
fromfinancial regulation,such
asBritain,arenowregretting it,

theBernankecampargues.Toact
effectively as lenderof last resort,
theFed’sproponents say, itmust
knowits customers—whichwill
bemuchharder if it’s strippedof
its current regulatory role.
Today’s criticsof theFed

weren’t sovocal ayear ago,
when theeconomywas in free
fall.WhenBernankebriefedkey
membersofCongress about
hisplan to saveAIGfroma
catastrophicmeltdown,Senate
Democratic leaderHarryReid is
said tohaveoffered thiswaffling
response:“Iwantyou tounder-
stand thatwearenotgivingyou
permission,andwe’renot saying
no.Wereserve the right tocom-
ment later.”
Perhaps it’s aharbingerofgood

times thatCongressnowwants to
reassert its authority.But itwould
be stupid,evenbycongressional
standards, toenfeeble theFed
—oneof the few institutions that
actually rose to thechallenge in
last year’s crisis.
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International trade • President Obama should be pressing
China for fairer trade policy.

PAUL KRUGMAN

International travelbyworld lead-
ers ismainlyaboutmakingsymbolic
gestures.NobodyexpectsPresident
BarackObamatocomebackfrom
Chinawithmajornewagreements,on
economicpolicyoranythingelse.
But let’shopethatwhenthecameras

aren’t rollingObamaandhishosts
engage insomefranktalkaboutcur-
rencypolicy.Fortheproblemof inter-
national trade imbalances isaboutto
getsubstantiallyworse.Andthere’sa
potentiallyuglyconfrontation looming
unlessChinamends itsways.
Somebackground:Mostof the

world’smajorcurrencies“float”
againstoneanother.That is,their rela-
tivevaluesmoveupordowndepend-
ingonmarket forces.Thatdoesn’t
necessarilymeanthatgovernments
pursuepurehands-offpolicies:Coun-
triessometimes limitcapitaloutflows
whenthere’sarunontheircurrency
(as Icelanddid lastyear)or takesteps
todiscouragehot-moneyinflows
whentheyfearthatspeculators love
theireconomiesnotwiselybuttoo
well (which iswhatBrazil isdoingright
now).Butthesedaysmostnationstry
tokeepthevalueof theircurrency in
linewith long-termeconomicfunda-
mentals.
China is thegreatexception.De-

spitehugetradesurplusesandthe
desireofmanyinvestorstobuyinto
this fast-growingeconomy—forces
thatshouldhavestrengthenedthe
renminbi,China’scurrency—Chinese
authoritieshavekeptthatcurrency
persistentlyweak.They’vedonethis
mainlybytradingrenminbi fordollars,
whichtheyhaveaccumulated invast
quantities.
AndinrecentmonthsChinahas

carriedoutwhatamountstoabeggar-
thy-neighbordevaluation,keepingthe
yuan-dollarexchangeratefixedeven
asthedollarhasfallensharplyagainst
othermajorcurrencies.Thishasgiven
Chineseexportersagrowingcompeti-
tiveadvantageovertheir rivals,espe-
ciallyproducers inotherdeveloping
countries.
WhatmakesChina’scurrency

policyespeciallyproblematic is the
depressedstateof theworldeconomy.
Cheapmoneyandfiscalstimulus
seemtohaveavertedasecondGreat
Depression.Butpolicymakershaven’t

beenabletogenerateenoughspend-
ing,publicorprivate,tomakeprogress
againstmassunemployment.And
China’sweak-currencypolicyexacer-
batestheproblem,ineffectsiphoning
much-neededdemandawayfromthe
restof theworld intothepocketsof
artificiallycompetitiveChineseex-
porters.
ButwhydoIsaythat thisproblem

isabouttogetmuchworse?Because
forthepastyearthetruescaleof the
Chinaproblemhasbeenmaskedby
temporaryfactors.Lookingforward,
wecanexpecttoseebothChina’s trade
surplusandAmerica’s tradedeficit
surge.
That,atanyrate, is theargument

madeinanewpaperbyRichardBald-
winandDariaTaglioniof theGraduate
Institute,Geneva.Astheynote,trade
imbalances,bothChina’ssurplusand

America’sdeficit,havebeenmuch
smaller recentlythantheywereafew
yearsago.But,theyargue,“these
global imbalance improvementsare
mostly illusory—thetransitoryside
effectof thegreatest tradecollapsethe
worldhaseverseen.”
Indeed,the2008-09plunge in

worldtradewasonefortherecord
books.What itmainlyreflectedwas
thefact thatmoderntrade isdomi-
natedbysalesofdurablemanufac-
turedgoods—andinthefaceofsevere
financialcrisisanditsattendant
uncertainty,bothconsumersand
corporationspostponedpurchasesof
anythingthatwasn’tneededimme-
diately.HowdidthisreducetheU.S.
tradedeficit? Importsofgoods likeau-
tomobilescollapsed;sodidsomeU.S.
exports;butbecausewecameintothe
crisis importingmuchmorethanwe
exported,theneteffectwasasmaller
tradegap.
Butwiththefinancialcrisisabat-

ing,thisprocess isgoing intoreverse.
Lastweek’sU.S.tradereportshowed
asharp increase inthetradedeficit
betweenAugustandSeptember.And
therewillbemanymorereportsalong
those lines.
Sopicturethis:monthaftermonth

ofheadlines juxtaposingsoaring
U.S.tradedeficitsandChinesetrade
surpluseswiththesufferingofunem-
ployedAmericanworkers.If Iwerethe
Chinesegovernment,I’dbereallywor-
riedaboutthatprospect.
Unfortunately,theChinesedon’t

seemtoget it:Ratherthanfaceup
totheneedtochangetheircurrency
policy,they’vetakento lecturingthe
UnitedStates,tellingustoraise inter-
estratesandcurbfiscaldeficits—that
is,tomakeourunemploymentprob-
lemevenworse.
AndI’mnotsuretheObamaadmin-

istrationgets it,either.Theadminis-
tration’sstatementsonChinesecur-
rencypolicyseemproforma,lacking
anysenseofurgency.
Thatneedstochange.Idon’tbe-

grudgeObamathebanquetsandthe
photoops; they’repartofhis job.But
behindthesceneshebetterbewarn-
ingtheChinesethat they’replayinga
dangerousgame.
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Container vessels in Singapore earlier this month.

Muchhasbeenwrittenaboutreversemortgages.Some
articlesstrictlyspeaktothefacts;others, likearecentre-
port issuedbyTheNationalConsumerLawCenter,focus
onscaretacticsandinnuendo.
Reversemortgagesofferseniors livingonrestricted

incomestheopportunitytousetheirhomesasequity
if theyneedextracash.It isavaluablefinancialoption
whenasenior isshortofcashandwantstoremain inhis
home.
Today’seconomicenvironmenthas increaseddemand

forthisoption.Areversemortgage isusefulbecause it
allowsseniorstoremain intheirhomeswhilereceiv-
ingcash intheformofa lump-sumpayment,monthly
incomeora lineofcredit.Theproceedsfromareverse
mortgagearenotconsidered incomefortaxpurposes,
andtheydonotaffectSocialSecurityorMedicareben-
efits.
Reversemortgagesarethemosttransparentoffi-

nancial loans.The loan-makingprocesswascreatedto
limithyperboleandunfilledpromises.Eachapplicant is
requiredtoreceiveextensivecounselingwithcertified
counselorsemployedbyanonprofitorpublicagency
approvedbytheU.S.DepartmentofHousingandUrban
Developmentbeforetheactual loanprocess isstarted.
Thecounseling isextensiveandtypically lastsanhouror
more.Familymembersandauthorized legal representa-
tivesarewelcome.
Thecounselorsaredutyboundtogivetheprospective

borrowereveryreasonnottotakeoutareversemortgage.
Theprospectiveborrowersareencouragedtoaskques-
tions.Thecounselingmustbecompletedbeforeareverse
mortgageapplication isstarted,andtheprospective
borrowersmustsubmitacertificatethat theyattendeda
counselingsession.
Reversemortgagesarenot foreveryone.Butwhenthey

canbehelpful,theycanmakeabigdifference inasenior’s
life.Cash is freedupformedication,householdexpenses
andotherfinancialdemands.Itcanmeanthedifference
betweenacomfortableretirementandonefilledwith
stressanddifficultchoices.Decadesago,seniorswould
havehadtosell theirhomesorsecurea lineofcreditus-
ingtheirhomeascollateral.While itmightmeanthat
familymembersmaynotreceiveas largeaninheritance,
thehomeownersmayhavepeaceofmindintheirsenior
years.
Reputablecompaniesdon’t takeadvantageofolder

adultsseekingareversemortgages.There is fulldisclo-
sureofall fees, includingaone-timemortgage insurance
premiumandamonthlyservicingfee.Theorigination
fee isnegotiableupto2percent.Thefeesarethecompa-
rabletowhataborrowerwouldfindonanFHAmortgage,
andtheyarespelledout.Therearenohiddenfees.
Reversemortgagesareconsiderednonrecourse loans,

whichmeansa lendermayseekreimbursementbased
onlyonthevalueof thehome.If thatamount isnot
enoughtoretire the loan,the lenderhasnofurtherre-
coursetootheravailableassetsor incomeoftheborrower
orhisheirs.Thus,themaximumamountdueonareverse
mortgage is themarketvalueof thehomeatthetimeof
repayment.If thehomeissoldtosettle thedebtandthe
salesproceedsaremorethanthe loanamount,thateq-
uitywillbepaidtotheoriginalborrowerortotheestate.
Reversemortgagecontractsshouldbeentered into

onlyaftercarefulevaluationandexamination.Prospec-
tiveborrowersshouldconsiderall availableoptions.For
thoseseniors livingonfixed incomeswiththeironly
majorassetadebt-freehomeandwhoare inneedof
additionalandcontinuingretirement income,areverse
mortgagemaybeappropriateandmostwelcome.We
adviseallourclients tocallus toreceivematerialson
reversemortgages,examinecarefullyandfullyall the
materialsavailable,scheduleanappointment forcoun-
selingwithan independentadviserand,onlywhenyou
arecertainyouareready,meetwithus tocomplete the
process.
Formorethan55years,wehaveprovided integrity in

everythingwedo.Weareoneofthemostrespectedand
trusted lenders inthecounty.Ourexperience inoffering
reversemortgages isnodifferent.Weareproudofthe
serviceweprovidetoseniorsandfeelconfidentthat they
arewell informedandverypleasedwithboththeprocess
andtheendresult.

MarkUnangst is senior vice president at Clayton-based GershmanMortgage, an
independent, full-servicemortgage banker.

Reversemortgages
canhelpprovide
somepeaceofmind
Older adults • Despite the scare
tactics, reputable banks can help
seniors remain in their homes.
BYMARK UNANGST

Aworld out of balance

Regulation • Congress should reassert its authority, but not by enfeebling the Fed.
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Security guards remove a giant ‘Time’
magazine cover unfurled yesterday
by activists from the Greenpeace
environmental group outside the U.S.
Consulate in Hong Kong.


