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é Ge ne rale, a pillar of French finance and one Europe’ s most
profitable banks, yesterday revealed it had fallen victim to a rogue
trader in the biggest fraud in banking history, forcing it to launch an
emergency 5.5bn ($8bn) cashcall D O OO0 OO0 OO0 OO0 OOO
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000000000000 The simple yet sophisticated fraud
was being blamed on a Paris-based 31-year-old trader, Jé r’me
Kerviel. His whereabouts yesterday were unknown. [ [0 O [0 [ [
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billions of euros on future movements in European stock markets
and created fictitious hedging positions to cover his tracks in a fraud
that has cost the bank 4.9bn. SocGen quickly unwound the equity
derivative positions he had amassed, estimated to have totalled
between50bnand 70bn. D 0 D OO0 00OO0O0OOOOODOO0O
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on Monday prompted speculation that reaction to SocGen’ s
firesale contributed to the heavy stock market falls on Monday which
provoked the US Federal Reserve’ s dramatic interest rate cut on
Tuesday. The Fed was not told of the SocGen problem until
Wednesday, when it was informed by the Banque de France and the
Frenchregulator,the AMF. U OO0 O OO0OO00OOO0O0OOO
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SocGen denied that its covering operations precipitated the market
fall because it kept them to about 10 per cent of trading volumes.
Analysts also pointed out that markets were falling not least because
of fears over US bond insurers before it could have begun selling.[
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00000000 0O The fraud also overshadowed SocGen’ s
announcement yesterday of a 2bn hit from the US mortgage crisis,
several times higher than the impact it estimated only a few weeks
ago. Both Daniel Bouton, the executive chairman, and Jean-Pierre
Mustier, head of the investment bank, tendered their resignation but
had their offer rejected by theboard. . O 0 0D OO0 OO0 O OO0
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O0O000000 O O Although it discovered the problem at the
weekend, SocGen waited until it could unwind the trades before
revealing their extent. The scandal has shocked the French
establishment which quickly closed ranks to support the bank.
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