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Preface

7KH�ZKROH�ZRUOG�UHYROYHV�DURXQG�PRQH\��\HW�YHU\�IHZ�SHRSOH�
UHDOO\�XQGHUVWDQG�LW��7KH�HQWLUH�ZRUOG�HFRQRP\�RSHUDWHV�RQ�D�
V\VWHP�ZH�FDOO�FDSLWDOLVP��\HW�YHU\�IHZ�SHRSOH�XQGHUVWDQG�WKH�
EDVLV�RI�FDSLWDOLVP��WKH�JOREDO�EDQNLQJ�V\VWHP��RU�PRQHWDU\�
SROLF\�DQG�KRZ�LW�DIIHFWV�RXU�OLYHV��2XU�LJQRUDQFH�LV�ZK\�ZH�
VXIIHU��DQG�ZK\�ZH�JR�WKURXJK�GLI¿FXOW�¿QDQFLDO�WLPHV�DJDLQ�
DQG� DJDLQ� WKURXJKRXW� RXU� KLVWRU\�� 7KLV� ERRN� LV� GHVLJQHG� WR�
SURYLGH�\RX�D�VLPSOL¿HG�RYHUYLHZ�RI�RXU�PRQHWDU\�V\VWHP�DQG�
HFRQRP\��DQG�JLYH�\RX�WKH�LQVLJKW�WR�PDNH�WKH�EHVW�GHFLVLRQV��
%XW�EHIRUH�,�FDQ�H[SODLQ�WKLV�WR�\RX��\RX�QHHG�WR�NQRZ�ZKHUH�,�
JRW�P\�LQIRUPDWLRQ�DQG�KRZ�P\�YLHZV�ZHUH�IRUPHG��0RUHRYHU��
,¶P�QRW�WU\LQJ�WR�SURYH�WKDW�,�DP�ULJKW��EXW�UDWKHU�DWWHPSWLQJ�
WR�JHW�DW�ZKDW�LV�ULJKW�DQG�LQYLWH�GHEDWH�

'XULQJ�WKH�ODWH�����V�,�ZDV�JRLQJ�WR�FROOHJH�DW�QLJKW�DQG�VHOO�
LQJ�GLDPRQGV�DQG�JROG�DV� LQYHVWPHQWV�GXULQJ� WKH�GD\��2QH�
RI�P\�FOLHQWV�ZDV�D�1HZ�<RUN�&RQJUHVVPDQ�QDPHG�$OODUG�.��
/RZHQVWHLQ��&RQJUHVVPDQ�/RZHQVWHLQ�ZDV�D�FLYLO� ULJKWV�DQG�
DQWLZDU�DFWLYLVW�DQG�ZDV�SHUKDSV�PRVW�IDPRXV�IRU� OHDGLQJ�D�
PRYHPHQW�WR�RSHQ�WKH�LQYHVWLJDWLRQV�LQWR�ERWK�.HQQHG\�DV�
VDVVLQDWLRQV��+H�ZDV�D�SHUVRQDO�IULHQG�RI�WKH�.HQQHG\�IDPLO\�
DQG� EHOLHYHG� HOHPHQWV� ZLWKLQ� RXU� RZQ� JRYHUQPHQW�� LQFOXG�
LQJ� WKH� &,$� DQG� WKH� %DQNLQJ� &DUWHO�� ZHUH� EHKLQG� ERWK� WKH�
DVVLJQDWLRQV�� 'XULQJ� WKH� 3%6� WHOHYLVLRQ� VKRZ� )LULQJ� /LQH� LQ�
������&RQJUHVVPDQ� /RZHQVWHLQ�ZDV� LQWHUYLHZHG�E\�:LOOLDP�
)��%XFNOH\�-U��DQG�IRU�WKH�¿UVW�WLPH�WKH�$PHULFDQ�SXEOLF�ZDV�
VKRZQ�WKH�EDOOLVWLF�DQG�IRUHQVLF�HYLGHQFH�WKDW�LV�DW�RGGV�ZLWK�
WKH�FRQFOXVLRQV�RI�WKH�JRYHUQPHQW¶V�RZQ�LQYHVWLJDWLRQ�

:KHQ�,�PHW�$OODUG��KH�KDG�WROG�PH�WKDW�KH�KDG�EHHQ�ZDUQHG�
QRW�WR�SXUVXH�WKH�UHRSHQLQJ�RI�WKH�.HQQHG\�LQYHVWLJDWLRQV�RU�
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WKHUH�ZRXOG�EH� FRQVHTXHQFHV� IRU�KLP�DQG�KLV� IDPLO\��:KHQ�
DVNHG�ZKR�WKHVH�SHRSOH�ZHUH��KH�VDLG�WKH\�ZHUH�WKH�RQHV�WKDW�
UXQ�RXU�JRYHUQPHQW��WKH�RQHV�ZKR�FRQWURO�WKH�PRQH\��KH�WROG�
PH�³6WHYHQ��LI�\RX�ZDQW�WR�NQRZ�ZKR�FRQWUROV�WKH�ZRUOG��MXVW�
IROORZ�WKH�PRQH\�́ �7KDW�RQH�VWDWHPHQW�PDUNHG�D�WXUQLQJ�SRLQW�
LQ�P\�OLIH�WKDW�KDV�XOWLPDWHO\�OHG�PH��DIWHU�RYHU�WKLUW\�\HDUV�RI�
UHVHDUFK�DQG�ZRUN�LQ�WKLV�¿HOG��WR�ZULWH�WKHVH�ZRUGV�WR�\RX�

7KH�IROORZLQJ�\HDU�,�HQUROOHG�DV�D�MXQLRU�DW�0HQOR�&ROOHJH�LQ�
0HQOR�3DUN��&DOLIRUQLD��0HQOR�LV�D�VPDOO�SULYDWH�EXVLQHVV�VFKRRO�
LQ� WKH�6DQ�)UDQFLVFR�%D\�DUHD��0HQOR�KDG�D�XQLTXH�VWXGHQW�
ERG\�ZKHQ�,�ZHQW�WKHUH�WR�VWXG\�EXVLQHVV��ZH�KDG�SULQFHV�IURP�
WKH�+RXVH�RI�6DXG��DQG�WKH�VRQV�DQG�GDXJKWHUV�ZLWK�VRPH�RI�
WKH�EHVW�IDPLO\�QDPHV�LQ�WKH�8QLWHG�6WDWHV�OLNH�%XVK��DV�ZHOO�
DV�WKRVH�IURP�WKH�UXOLQJ�G\QDVWLHV�RI�+RQJ�.RQJ��-DSDQ��,UDQ��
DQG�PDQ\�(XURSHDQ�FRXQWULHV��P\�RZQ�HGXFDWLRQDO�H[SHQVHV�
ZHUH�SDLG�E\�DFDGHPLF�VFKRODUVKLSV��$V�D�VWXGHQW�,�OLYHG�LQ�WKH�
PDQVLRQ�RI�D�PDQ�ZKR�OLYHG�QH[W�WR�WKH�FROOHJH�DQG�ZKR�KDG�
ZRUNHG�IRU�WKH�&,$��LQ�SXEOLF�UHODWLRQV��DQG�DV�DQ�DPEDVVDGRU��
KH�SHUVRQDOO\�NQHZ�PDQ\�SUHVLGHQWV�DQG�SULPH�PLQLVWHUV��DQG�
WKURXJK�KLP� ,�PHW� OHDGHUV� LQ� LQWHOOLJHQFH��JRYHUQPHQW��DQG�
EXVLQHVV��0HQOR�KDG�JUHDW�SURIHVVRUV�EXW�,�WKLQN�LQ�UHWURVSHFW�
,�OHDUQHG�PRUH�IURP�WKH�FRQYHUVDWLRQV�ZLWK�WKRVH�RWKHU�\RXQJ�
DGXOWV��DQG�ZLWK�WKH�JHQHUDOV��&(2V��VHQDWRUV��DQG�VSLHV�WKDQ�
,�GLG�IURP�DQ\�ERRN�

2QH�PRUQLQJ� LQ� FODVV� ,� UHDG� LQ� WKH�:DOO�6WUHHW� -RXUQDO� WKDW�
$OODUG�KDG�EHHQ�VKRW�LQ�WKH�IRUHKHDG�ZKLOH�DW�KLV�RI¿FH��DQG�
VRPHWKLQJ� LQ�PH�FOLFNHG��DQG�,� UHVROYHG� WR� OHDUQ�DOO� ,� FRXOG�
DERXW� WKH� )HGHUDO� 5HVHUYH�� RXU� EDQNLQJ� V\VWHP�� DQG� ZKR�
FRQWUROV�WKH�ZRUOG��2QH�RI�WKH�OHDGLQJ�H[SHUWV�LQ�WKLV�¿HOG�DW�
WKH� WLPH�� 3URIHVVRU� $QWRQLR� %RUJHV�� KDSSHQHG� WR� EH� WHDFK�
LQJ�D�FRXUVH� WLWOHG�0RQH\��&UHGLW��DQG�%DQNLQJ�DW�QHLJKERU�
LQJ�6WDQIRUG�8QLYHUVLW\��7KH�GHDQ�RI�0HQOR�&ROOHJH�JDYH�PH�
VSHFLDO�SHUPLVVLRQ�WR�WDNH�WKDW�FRXUVH�DW�6WDQIRUG�8QLYHUVLW\�
MXVW�VR�,�FRXOG�ZRUN�ZLWK�WKH�SURIHVVRU��6R��,�WRRN�KLV�FRXUVH�
RYHU�WKH�VXPPHU�DORQJ�ZLWK�VRPH�*UHHN�SKLORVRSK\��,�IXUWKHU�
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JRW�SHUPLVVLRQ�DQG�JXLGDQFH�IURP�3URIHVVRU�%RUJHV��WR�ZULWH�D�
SDSHU�RQ�KRZ�WKH�)HGHUDO�5HVHUYH�ZRUNHG�IRU�SDUW�RI�P\�JUDGH�
DV�WKLV�ZDV�ZKDW�,�ZDV�SDUWLFXODUO\�LQWHUHVWHG�LQ�OHDUQLQJ��DQG�
WKURXJK� WKLV� UHVHDUFK� WKH�VWRU\�EHJDQ� WR�FRPH� WRJHWKHU� IRU�
PH�

0\�UHYHODWLRQ�DERXW�RXU�EDQNLQJ�V\VWHP�IXUWKHU�LQVSLUHG�PH�WR�
OHDUQ�PRUH��DQG�,�UHVROYHG�WR�GLJ�GHHSHU��DQG�DW�WKH�VDPH�WLPH�
,�ZDV�QRPLQDWHG�IRU�DQG�XOWLPDWHO\�ZRQ�D�5RWDU\�VFKRODUVKLS�
WR�VWXG\�LQWHUQDWLRQDO�HFRQRPLFV�DEURDG��6R��DIWHU�JUDGXDWLQJ�
ZLWK�D�%�6F��LQ�EXVLQHVV�DGPLQLVWUDWLRQ�IURP�0HQOR��,�ZDV�VHQW�
WR�WKH�8QLYHUVLW\�RI�:DOHV�DW�%DQJRU��LQ�WKH�8QLWHG�.LQJGRP��WR�
VWXG\�¿QDQFLDO�HFRQRPLFV��DQG�VSHFL¿FDOO\�LQWHUQDWLRQDO�EDQN�
LQJ��3URIHVVRU�5HYHOO��WKH�KHDG�RI�WKH�'HSDUWPHQW�RI�(FRQRPLFV��
ZDV�IDPRXV�IRU�FUHDWLQJ�D�³EDODQFH�VKHHW´�IRU�FRXQWULHV�DQG�
ZDV�DQ�DXWKRULW\�RQ�JOREDO�PRQHWDU\�SROLF\��0RVW�RI�P\�IHO�
ORZ�VWXGHQWV�LQ�WKH�JUDGXDWH�VFKRRO�DOUHDG\�KDG�ZRUNHG�LQ�WKH�
FHQWUDO�EDQNV�RI�WKHLU�UHVSHFWLYH�FRXQWULHV��9HQH]XHOD��+RQJ�
.RQJ��,UDT��WKH�8QLWHG�.LQJGRP��HWF��+HUH�ZH�OHDUQHG�DERXW�
WKH�:RUOG�%DQN��WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���DQG�
KRZ�WKH�LQWHUQDWLRQDO�EDQNLQJ�V\VWHP�ZRUNV�

7KH�ELJJHVW�GHDOV�PDGH�DUH�ORDQV�WR�RWKHU�FRXQWULHV�DQG�V\Q�
GLFDWHG�ORDQV��SURMHFW�¿QDQFLQJ��VXFK�DV�RIIVKRUH�RLO�GULOOLQJ��
VR�,�ZURWH�P\�GLVVHUWDWLRQ�RQ�3URMHFW�)LQDQFLQJ��DV�D�0HDQV�
RI�5HGXFLQJ�WKH�&RXQWU\�5LVN�LQ�)RUHLJQ�/HQGLQJ��,�SURYLGHG�D�
PRGHO�IRU�DVVHVVLQJ�IRUHLJQ�OHQGLQJ�ULVN��SDUWLFXODUO\�LQ�PLQ�
HUDO�H[WUDFWLRQ�SURMHFWV�RYHUVHDV��7KHVH�V\QGLFDWHG�ORDQV�LQ�
YROYH�QXPHURXV�EDQNV��HDFK�SDUWLFLSDWLQJ�LQ�SURMHFWV�VXFK�DV�
RIIVKRUH� RLO� GULOOLQJ� RU� FRSSHU�JROG�PLQLQJ�� DQG� DOVR� LQYROYH�
ZRUNLQJ�ZLWK�WKH�:RUOG�%DQN��,0)��DQG�YDULRXV�JRYHUQPHQWV��
,W¶V�WKURXJK�WKH�ZRUNLQJV�RI�WKH�:RUOG�%DQN�DQG�,0)�WKDW�\RX�
EHJLQ�WR�VHH�KRZ�WKH�ZRUOG�UHDOO\�ZRUNV��DQG�ZKR�FRQWUROV�WKH�
ZRUOG��,W�ZDV�KHUH�,�OHDUQHG�KRZ�D�YHU\�VPDOO�JURXS�RI�PHQ�
DFWXDOO\�FRQWURO�WKH�ZRUOG�
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$IWHU�JUDGXDWLQJ�IURP�WKH�8QLYHUVLW\�RI�:DOHV�ZLWK�D�PDVWHU¶V�
LQ�¿QDQFLDO� HFRQRPLFV�� ,�EHJDQ�ZRUNLQJ� IRU�D�8QLWHG�6WDWHV�
JRYHUQPHQW�DJHQF\�FDOOHG�WKH�(DVW�:HVW�&HQWHU�LQ�+RQROXOX��
+DZDLL��:KLOH�DW�WKLV�³WKLQN�WDQN´�,�ZDV�SULPDULO\�HQJDJHG�LQ�
IHDVLELOLW\� VWXGLHV� RQ� IRUHLJQ�EDVHG�PLQHUDO� H[WUDFWLRQ� SURM�
HFWV²FRRSHUDWLYH� HFR�IULHQGO\� GHYHORSPHQWV� LQ� 3DSXD� 1HZ�
*XLQHD��,QGRQHVLD��DQG�WKH�3KLOLSSLQHV��,�DOVR�ZURWH�DQ�HFR�
QRPLF�SDSHU�RQ�&RPPRGLW\�3ULFH�6WDELOL]DWLRQ��DV�PDQ\�RWKHU�
QDWLRQV� ZHUH� WKUHDWHQLQJ� WR� IROORZ� WKH� 23(&� RLO�SURGXFLQJ��
QDWLRQV�LQ�FRQWUROOLQJ�WKHLU�RZQ�QDWXUDO�UHVRXUFHV��RXU�JRYHUQ�
PHQW�DQG�FRUSRUDWH�LQWHUHVWV�ZHUH�NHHQ�RQ�ORRNLQJ�DW�WKH�SRV�
VLEOH�FRQVHTXHQFHV�RI�SULFH�FRQWUROV�RQ�ZRUOG�PDUNHWV�

)URP�WKH�(DVW�:HVW�&HQWHU��,�PRYHG�EDFN�WR�6RXWKHUQ�&DOLIRUQLD�
DQG�EHJDQ�ZRUNLQJ�DV�WKH�,QWHUQDWLRQDO�(FRQRPLVW�IRU�/OR\GV�
%DQN�RI�&DOLIRUQLD��D�ZKROO\�RZQHG�VXEVLGLDU\�RI�/OR\GV�%DQN��
8QLWHG�.LQJGRP��ZKLFK�KDG�LWV�RI¿FH�LQ�GRZQWRZQ�/RV�$QJHOHV��
$W�/OR\GV��,�XQGHUZURWH�RXU�IRUHLJQ�ORDQV��SURYLGHG�HFRQRPLF�
IRUHFDVWLQJ�IRU�WKH�EDQN��DQG�ZDV�UHVSRQVLEOH�IRU�RXU�FRPSOL�
DQFH�ZLWK� ERWK� 8�6�� DQG� %ULWLVK� EDQNLQJ� ODZV�� DQG� UHVWUXF�
WXULQJ�RXU� ORDQV� WR� IRUHLJQ�QDWLRQV�DQG� IRUHLJQ�EDQNV��$IWHU�
/OR\GV��,�EHFDPH�D�FRQVXOWDQW�WR�RWKHU�EDQNV��GHYHORSHG�FRP�
PHUFLDO�UHDO�HVWDWH��DQG�VHUYHG�DV�WKH�QDWLRQDO�VDOHV�PDQDJHU�
IRU�D�PRUWJDJH�EDQN�

)URP� LQWHUQDWLRQDO�� FRPPHUFLDO� DQG� PRUWJDJH� EDQNLQJ� ,�
PRYHG�LQWR�LQYHVWPHQW�EDQNLQJ�GXULQJ�WKH�GRW�FRP�ERRP��JRW�
P\�1$6'�6HULHV���DQG����VHFXULWLHV�OLFHQVHV��DQG�EHJDQ�ZRUN�
LQJ�DV�DQ�XQGHUZULWHU� IRU� ODUJH� LQYHVWPHQW� IXQGV��DQDO\]LQJ�
PDUNHWV��LQGXVWULHV��DQG�FRPSDQLHV��,QLWLDOO\�P\�IRFXV�ZDV�RQ�
HTXLW\� ¿QDQFLQJ²3,3(V�� GULSV�� DQG� FRQYHUWLEOH� LQVWUXPHQWV��
PHUJHUV��DQG�YHQWXUH� FDSLWDO�� (VVHQWLDOO\�ZH�ZHUH� LQYHVWLQJ�
LQ�WHFKQRORJ\�FRPSDQLHV�DQG�ODWHU�RLO�GHYHORSPHQW�SURMHFWV�

,W�ZDV�DQ�H[FLWLQJ�WLPH��ZLWK�D�P\ULDG�RI�QHZ�LQYHVWPHQW�RS�
SRUWXQLWLHV�WHFKQRORJLHV�OLNH�WKH�,QWHUQHW��ELRWHFK��ZLQG��VRODU��
DQG�FHOO��0LOOLRQV�DQG�PLOOLRQV�RI�GROODUV�ZHUH�EHLQJ�LQYHVWHG�DW�
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EOLQGLQJ�VSHHG��$W�RQH�WLPH�,�ZRUNHG�IRU�D�VHFXULWLHV�¿UP�WKDW�
VSHFLDOL]HG�LQ�SURYLGLQJ�UHVHDUFK�UHSRUWV�IRU�WKH�RLO� LQGXVWU\��
,�DOVR�PDQDJHG�IXQGV�DQG�KDG�DQ�LQYHVWPHQW�QHZVOHWWHU��DQG�
ODWHU� UHWLUHG� WR� WHDFK�PHGLWDWLRQ� DQG�ZULWH��:KDW� ,� OHDUQHG�
IURP�LW�DOO�,�ZRXOG�OLNH�WR�VKDUH�ZLWK�\RX²DQ�LQVLGHU¶V�YLHZ�RI�
KRZ�WKH�ZRUOG�RI�PRQH\�DQG�EDQNLQJ�ZRUN�

7KLV�ERRN�LV�FRQGHQVHG�DQG�FRYHUV�D�ORW�RI�JURXQG�YHU\�TXLFN�
O\��DV�LI�LW�ZHUH�D�WH[WERRN�IRU�FROOHJH�VWXGHQWV��:KHQ�\RX�KDYH�
¿QLVKHG�UHDGLQJ� WKLV�ERRN��\RX¶OO�NQRZ�PRUH�DERXW�KRZ�WKH�
ZRUOG�UHDOO\�ZRUNV�WKDQ�PRVW�FRQJUHVVPHQ��EXVLQHVVPHQ��DQG�
HGXFDWRUV��WKLV�NQRZOHGJH�LV�QHFHVVDU\�LI�ZH�DUH�WR�IXO¿OO�WKH�
GUHDP�IRU�ZKLFK�RXU� IRUHIDWKHUV� IRXJKW�� WR�FUHDWH�D�FRXQWU\�
ZKHUH� WKH�FRPPRQ�PDQ�ZDV�QRW�RSSUHVVHG�E\� WKH�ZHDOWK\�
DQG�SRZHUIXO�DQG�FRXOG�OLYH�LQ�SHDFH��%OHVV�\RX�
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A Brief History of Money

,Q�WKH�EHJLQQLQJ��PDQ�ZDV�SURYLGHG�IRU��7KH�HDUWK�JLIWV�KXPDQ�
LW\�ZLWK�DEXQGDQW�DQG�UHQHZDEOH�UHVRXUFHV��/DQG�DQG�ZKDW�LW�
SURGXFHG�ZDV�SOHQWLIXO��EXW�MXVW�OLNH�LQ�WKH�ELEOLFDO�VWRU\�RI�&DLQ�
DQG�$EOH��PDQNLQG�TXLFNO\�OHDUQHG�WR�WDNH�RZQHUVKLS��GRPL�
QDWH�� DQG� FRYHW�� DQG� GHYHORSHG� MHDORXVO\�� HQY\�� DQG� JUHHG��
0DQNLQG¶V�TXHVW�KDV�EHHQ�WR�OHDUQ�WR�OLYH�WRJHWKHU�SHDFHIXOO\�
DQG�SURVSHU��WKH�GHYLO¶V�EHHQ�LQ�PRQH\��SRZHU��DQG�JUHHG�

,Q�DQFLHQW�GD\V�WKH�SDWULDUFK�RU�HOGHU�ZDV�W\SLFDOO\�WKH�OHDGHU��
DQG�DPRQJ�EURWKHUV�WKH�¿UVWERUQ�RU�VWURQJHVW�EHFDPH�KHDG�RI�
WKH�FODQ��7KH�VWURQJHVW�RI�WKH�FODQ�KHDGV�EHFDPH�NLQJV��GRPL�
QDWLQJ� YLOODJHV�� WRZQVKLSV�� DQG� FLWLHV�� .LQJV� JUHZ� LQ� SRZHU�
DQG�ZHDOWK� E\� FRQTXHULQJ� RWKHU� ODQGV� DQG� SHRSOHV�� DFTXLU�
LQJ�WKHLU�SUHFLRXV�UHVRXUFHV�DQG�IRUPLQJ�HPSLUHV��$V�HPSLUHV�
JUHZ�DQG�DV�RQH�FXOWXUH�EHJDQ�WR�GRPLQDWH�DQRWKHU��WKH�YHU\�
VL]H�RI�WKH�GRPLQLRQ�UHTXLUHG�RUJDQL]DWLRQ�WR�FRQGXFW�DOO�WKH�
DIIDLUV�DQG�EXVLQHVV�RI�WKH�NLQJV��7KH�ULFK�DQG�SRZHUIXO�YHLO�
WKHLU�RZQHUVKLS�DQG�FRQWURO�WKURXJK�FRUSRUDWLRQV�DQG�WUXVWV��
&RUSRUDWLRQV�DUH�WKH�QHZ�NLQJGRPV�RI�WKH�ULFK�DQG�SRZHUIXO��
$IWHU�FUHDWHG�FRUSRUDWLRQV�DQG�WUXVWV��$IWHU�WKH�6HFRQG�:RUOG�
:DU�� WKHVH� QHZ�PXOWLQDWLRQDO� FRUSRUDWLRQV� JUHZ� WR� EHFRPH�
ELJJHU�DQG�PRUH�SRZHUIXO�WKDQ�WKH�QDWLRQV�WKDW�WKH\�VHUYHG��
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DQG�WKH\�EHJDQ�WR�VXUSDVV�WKH�SRZHU�RI�JRYHUQPHQWV��7RGD\�
WKH\�GRPLQDWH�FLYLOL]DWLRQ�

:H�EHJDQ�VHHLQJ�FLWLHV�DQG�FLYLOL]DWLRQV�EHLQJ�EXLOW�DURXQG�WKH�
JUHDW�ULYHUV��7KH�(J\SWLDQ�FXOWXUH�ÀRXULVKHG�DORQJ�WKH�1LOH�LQ�
(J\SW��WKH�6XPHULDQV�DORQJ�WKH�7LJUHV�DQG�(XSKUDWHV�5LYHUV�
LQ�,UDT��DQG�WKH�+DUUDSSDQ�DORQJ�WKH�,QGXV�5LYHU�LQ�PRGHUQ�
3DNLVWDQ�,QGLD�DURXQG�WHQ�WKRXVDQG�\HDUV�DJR��+DYLQJ�D�\HDU��
URXQG�ZDWHU�VXSSO\�HQDEOHG�WKHP�WR�JURZ�IRRG�DOO�\HDU��DQG�
H[SDQG� WKHLU� FDSDFLW\� WR� SURGXFH� IRRG�� 3HRSOH� VHWWOHG�� DQG�
WKHVH�SRSXODWLRQV�ZHUH�DEOH�WR�JURZ�DQG�GHYHORS�VSHFLDOL]HG�
VNLOOV��3UHFXQHLIRUP�VFULSW�FDQ�EH�IRXQG�RQ�WDEOHWV�GDWLQJ�WR�
�����%&�LQ�6XPHU��7KH\�ZHUH�WKH�¿UVW�FXOWXUH�WR�GHYHORS�ERWK�
D�WHQ�EDVH�DQG�VL[�EDVH�QXPEHULQJ�V\VWHP�DQG�NHSW�WKH�¿UVW�
ZULWWHQ�DFFRXQWV�RI�WUDGLQJ��7KXV��WKH�¿UVW�YDOXHV��TXDQWLWLHV��
V\PEROV�RI�H[FKDQJH��DQG�UHFHLSWV�WKDW�ZHUH�FUHDWHG��DFFRUG�
LQJ� WR� FXUUHQW� NQRZOHGJH�� RFFXUUHG� LQ� WKLV�PRVW� DQFLHQW� RI�
FLYLOL]DWLRQV�

0RVW�FXOWXUHV�XVHG�EDUWHULQJ�IRU�RQH�JRRG�IRU�DQRWKHU��RU�WR�
H[FKDQJH� JRRGV� IRU� VHUYLFHV� VXFK� DV� ODERU�� 9DOXHV� LQFOXGHG�
ODQG��FURSV��PLQHUDOV��IRUHVW��JDPH��OLYHVWRFN��ZRPHQ��VODYHV�
RU�FKHDS�ODERU��RU�RUQDPHQWV�VXFK�DV�VKHOOV��IHDWKHUV��VWRQHV��
DQG�JHPV��3UHFLRXV�VWRQHV�DQG�PHWDOV�KDYH�XQLYHUVDOO\�EHHQ�
XVHG�DV�D�PHGLXP�RI�H[FKDQJH�DQG�VWRUH�RI�YDOXH²PRQH\��
7KH�%DE\ORQLDQV�ZHUH�WKH�¿UVW�WR�KDYH�D�V\VWHP�RI�HFRQRP�
LFV��ZLWK�UXOHV�RI�GHEW��OHJDO�FRQWUDFWV��DQG�ODZ�FRGHV�UHODWLQJ�
WR�EXVLQHVV�SUDFWLFHV�DQG�SULYDWH�SURSHUW\��2QH�RI�WKH�ROGHVW�
VWDWXHV�LV�WKH�FRGH�RI�+DPPXUDEL�ZKLFK�GDWHV�WR������%&�

7KH�VKHNHO��LV�ERWK�D�XQLW�RI�ZHLJKW�DQG�D�FXUUHQF\��DQG�ZDV�
XVHG� LQ�0HVRSRWDPLD� DV� HDUO\� DV� �����%&�� LW� UHIHUUHG� WR� D�
VSHFL¿F�ZHLJKW�RI�EDUOH\��ZKLFK�ZDV�WKH�PDLQ�VWDSOH�LQ�,UDT��
7KH�(J\SWLDQV�XVHG�JROG�EDUV�DV�D�PHGLXP�RI�H[FKDQJH�DV�IDU�
EDFN�DV�WKH�IRXUWK�PLOOHQQLXP��MXVW�DV�WKH�6XPHULDQV�KDG�XVHG�
VLOYHU�EDUV�EHIRUH�WKHP��7KH�ROGHVW�VWDPSHG�FRLQ�GDWHV�WR�����
%&�DQG�LV�WKH�*UHHN�GUDFKPD�RI�$HJLQD��ZKLFK�LV�NQRZQ�DV�WKH�



A BRIEF HISTORY OF MONEY  |  3

WXUWOH�FRLQ�EHFDXVH�D�WXUWOH�LV�VWDPSHG�RQ�RQH�VLGH��DQG�VRPH�
OHWWHUV�DQG�D�GROSKLQ�DUH�VWDPSHG�RQ�WKH�RWKHU�VLGH��0RVW�GH�
YHORSHG�FXOWXUHV�XVHG�VWDPSHG�FRLQ�PHWDOV�DV�D�PHGLXP�RI�
H[FKDQJH��DQG�PLQWLQJ�RI�WKHVH�FRLQV�ZDV�WKH�SUHURJDWLYH�RI�
WKH�NLQJ�RU�JRYHUQPHQW��JROG��VLOYHU��FRSSHU�DQG�WLQ�ZHUH�WKH�
PRVW�FRPPRQ�PHWDOV�XVHG�IRU�FRLQV�

,Q�DQFLHQW�&KLQD��PHUFKDQWV�ZRXOG�WLH�WKHLU�FRLQV�WR�D�URSH�
DV�WKH\�ZHUH�VWDPSHG�ZLWK�D�KROH�LQ�WKH�PLGGOH��/DWHU�WKRVH�
VWULQJV�RI� FRLQ�ZRXOG�EH� WDOOLHG�DQG� OHIW�ZLWK�D� WUXVWZRUWK\�
SHUVRQ�ZKR�ZRXOG�SURYLGH�D�UHFHLSW�WKDW�FRXOG�WKHQ�EH�WUDG�
HG��$V�D�UHVXOW�RI�D�FRSSHU�VKRUWDJH�LQ������GXULQJ�WKH�6RQJ�
'\QDVW\��SDSHU�QRWHV�EHJDQ�EHLQJ�WUDGHG�DV�D�PHGLXP�RI�H[�
FKDQJH��'XULQJ�WKH�0LGGOH�$JHV�LQ�,WDO\��DQG�ODWHU�LQ�(XURSH�
JHQHUDOO\�� LQ� RUGHU� WR� IDFLOLWDWH� WKHLU� ÀRXULVKLQJ� ZKROHVDOH�
WUDGH�LQ�FORWK��ZLQH��DQG�WLQ��JRRGV�ZHUH�VXSSOLHG�WR�D�EX\HU�
DJDLQVW�D�ELOO�RI�H[FKDQJH��ZKLFK�VHUYHG�DV�DQ�,28�IRU�SD\�
PHQW�DW�D�IXWXUH�GDWH��7KHVH�ELOOV�EHFDPH�ERWK�D�PHGLXP�RI�
H[FKDQJH�DQG�D�VWRUH�RI�YDOXH��WKH\�FRXOG�EH�WUDGHG�IRU�RWKHU�
JRRGV�RU�VDYHG�IRU�IXWXUH�XVH��,Q�(QJODQG��ELOOV�RI�H[FKDQJH�
VHUYHG�DV�D�IRUP�RI�PRQH\�DQG�FUHGLW�XS�WR�WKH�HQG�RI�WKH�
HLJKWHHQWK�FHQWXU\�

,Q�VHYHQWHHQWK�FHQWXU\�(QJODQG��OHDGLQJ�JROGVPLWKV�ZKR�ZHUH�
HQWUXVWHG�ZLWK�KROGLQJ�WKH�JROG�RI�RWKHUV��ZRXOG�LVVXH�UHFHLSWV�
IRU�WKH�DPRXQW�RI�WKH�JROG�WKDW�WKH\�ZHUH�SURWHFWLQJ��7KHVH�
UHFHLSWV�FRXOG�EH�WUDGHG�LQ�IRU�JROG�RU�WUDGHG�DV�D�QRWH�WKDW�
DQRWKHU�FRXOG�WUDGH�LQ�IRU�JROG��,Q�RWKHU�ZRUGV��WKH\�ZHUH�DV�
JRRG�DV�JROG��2WKHU�HFRQRPLHV�XVHG�VLOYHU��DQG�LQ�DQFLHQW�GD\V�
QRWHV�FRXOG�EH�WUDGHG�IRU�JUDLQ��+RZHYHU��NQRZLQJ�WKDW�YHU\�
IHZ�RI�WKHLU�FOLHQWV�HYHU�QHHGHG�WR�UHGHHP�WKHLU�QRWHV�IRU�JROG��
WKH�JROG�EDQNLQJ�FDUWHO�EHJDQ�LVVXLQJ�PRUH�QRWHV�WKDQ�WKHUH�
ZDV�JROG��DQG�WKDW¶V�ZKHUH�WKH�WURXEOH�EHJLQV�

.QRZLQJ� WKH� JROGVPLWKV� ZHUH� ODGHQ� ZLWK� JROG�� WUDGHUV� DS�
SURDFKHG�WKHP�IRU�ORDQV��/LNH�WKH�JUDLQ�EDQNHUV�EHIRUH�WKHP��
JROGVPLWK�EDQNHUV�EHJDQ�LVVXLQJ�JROG�UHFHLSWV�DQG�WKHQ�FUHDWHG�
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DGGLWLRQDO�PRQH\� LQ�WKH�IRUP�RI�GHPDQG�GHSRVLWV�VLPSO\�E\�
PDNLQJ�QXPHULFDO�HQWULHV�LQ�WKHLU�OHGJHUV��,Q�RWKHU�ZRUGV��\RX�
QR�ORQJHU�KDG�WR�KROG�WKH�SDSHU�QRWHV�HLWKHU��WKH�QRWHV�ZHUH�
UHJLVWHUHG�XQGHU�\RXU�QDPH�DQG�DFFRXQW�DW�WKH�EDQN��7KHVH�
/RQGRQ�JROGVPLWK�EDQNHUV²/RPEDUGV²ZHUH�WKH�IRUHUXQQHUV�
RI� WKH� FXUUHQW� EDQNLQJ� V\VWHPV� RI� (XURSH�� WKHQ� WKH� 8QLWHG�
6WDWHV��DQG�HYHQWXDOO\�WKH�HQWLUH�ZRUOG�

1RWHV�QRW�EDFNHG�E\�WKH�UHVHUYHV�RI�DQRWKHU�FRPPRGLW\��VXFK�
DV�JROG��DUH�FDOOHG�¿DW�PRQH\��/DWLQ�IRU�OHW�LW�EH�GRQH���DQG�
DUH�JLYHQ�YDOXH�E\�GHFUHH�DQG�E\�HQIRUFLQJ�D�ODZ�WR�XVH�LW�DV�
OHJDO�WHQGHU��8QGHU�WKH�5RPDQ�HPSHURU�'LRFOHWLDQ�DQG�LQ�SRVW�
UHYROXWLRQDU\�)UDQFH��UHIXVDO�WR�XVH�OHJDO�WHQGHU�LQ�IDYRU�RI�DQ�
RWKHU�IRUP�RI�SD\PHQW�ZDV�SXQLVKDEOH�E\�GHDWK��&RPPRGLW\�
PRQH\� LV�EDFNHG�E\�DQ�DVVHW� VXFK�DV�JROG�RU� VLOYHU��%XW�DOO�
PRQH\�LV�RQO\�ZRUWK�ZKDW�RWKHU�SHRSOH�SHUFHLYH�LWV�YDOXH�WR�
EH��LWV�VWUHQJWK�XOWLPDWHO\�OLHV�LQ�WKH�VWUHQJWK�RI�WKH�HFRQRP\�
LVVXLQJ�WKH�PRQH\�

Banking and Capital

7KH�¿UVW�EDQNV�LQ�DQFLHQW�WLPHV�ZHUH�WKH�WHPSOHV��ZKHUH�SHR�
SOH�ZRXOG�VWRUH�FRPPRGLWLHV�DQG�H[FKDQJH�YDOXDEOHV��7HPSOHV�
ZRXOG�KDYH�D�SDWURQ�NLQJ��DQG�WKH�WZR�ZRUNHG�WRJHWKHU�OLNH�
JRYHUQPHQW� DQG�EDQN�� ,Q� WKLUG� FHQWXU\� 3HUVLD� WKH�6DVVDQLG�
HPSHURUV�LVVXHG�VDNNV��ZKLFK�ZHUH�EDVLFDOO\�OHWWHUV�RI�FUHGLW��
%\�WKH�QLQWK�FHQWXU\��0XVOLP�WUDGHUV�ZHUH�H[FKDQJLQJ�FKHFNV�
IURP�%DJGDG� WR�&KLQD�� EXW� WKH�¿UVW� UHDO�PRGHUQ�EDQNV�GH�
YHORSHG�LQ�5HQDLVVDQFH�,WDO\��SDUWLFXODUO\�LQ�*HQRD��)ORUHQFH��
DQG�9HQLFH��,Q�WKH�IRXUWHHQWK�FHQWXU\��WKH�%DUGL�DQG�3HUX]]L�
IDPLOLHV�GRPLQDWHG�EDQNLQJ�LQ�(XURSH��EXW�WKH�PRVW�IDPRXV�
,WDOLDQ�EDQNHUV�ZHUH�WKH�0HGLFL��ZKRVH�EXVLQHVV�ZDV�VHW�XS�
E\�*LRYDQQL�0HGLFL�LQ�������7KH�HDUOLHVW�NQRZQ�VWDWH�GHSRVLW�
EDQN�LV�WKH�%DQN�RI�6W��*HRUJH�RU�%DQFR�GL�6DQ�*LRUJLR��IRXQG�
HG�LQ�*HQRD��,WDO\��LQ������
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7KH�%DQN�RI�6DLQW�*HRUJH�PDGH�XVH�RI� UHVSHFWHG�*HQRHVH�
-HZLVK�IDPLOLHV�WKDW�ZHUH�SURPLQHQW� LQ�WKH� ODWH�0LGGOH�$JHV�
DQG�HDUO\�5HQDLVVDQFH��HVSHFLDOO\�WKH�SDUWLFXODUO\�ZHOO�NQRZQ�
IDPLO\�WKH�*KLVRO¿��6LPHRQH�GH�*KLVRO¿�PDUULHG�WKH�UHLJQLQJ�
SULQFHVV�RI�7PXWDUDNDQ��LQ�WKH�&ULPHD��DQG�WKURXJK�PDUULDJH�
WRRN�SRVVHVVLRQ�RI�WKH�ODQG�WKDW�EHFDPH�D�SURWHFWRUDWH�RI�WKH�
*HQRHVH�FRQVXODWH�WKURXJKRXW�PXFK�RI�WKH�¿IWHHQWK�FHQWXU\��
7KH� UHSXEOLF� RI�*HQRD� FHGHG� LWV� &ULPHDQ� SRVVHVVLRQ� WR� WKH�
%DQN�RI�6DLQW�*HRUJH�LQ�������$W�WKLV�SRLQW�LW�LV�LPSRUWDQW�WR�
QRWH� WZR� FXOWXUDO� SKHQRPHQD�GHYHORSLQJ�� )LUVW�� EDQNV�ZHUH�
LQYROYHG�LQ�WKH�DFTXLVLWLRQ�RI�WHUULWRU\�DQG�UHVRXUFHV�DQG�LQ�
YROYHG� LQ� WKH� ¿QDQFLQJ� RI� WKH� ZDUV� IRU� WHUULWRU\��:DUV� FUH�
DWH�PDVVLYH�GHEW� WKDW�PDNHV�PRQH\� IRU� WKH�PRQH\OHQGHUV��
0RUHRYHU��EDQNV�QRW�RQO\�PDNH�ORDQV��WKH\�W\SLFDOO\�KDYH�RZQ�
HUVKLS�RU�HTXLW\��DV�ZHOO��1RZ�WKHVH�EDQNV�DUH�FDOOHG�PHUFKDQW�
EDQNV� RU� LQYHVWPHQW� EDQNV�� 7KH� VHFRQG� LQWHUHVWLQJ� FXOWXUDO�
UHODWLRQVKLS�LQYROYHV�WKH�(XURSHDQ�-HZV��9HQLFH�LV�WKH�KRPH�
RI� WKH�¿UVW�-HZLVK�JKHWWR��$W�¿UVW�� WKH�-HZV�ZHUH�ZHOFRPHG�
LQ�(XURSH��WKH\�EURXJKW�WKH�NQRZOHGJH�DQG�PRQH\�IRU�WUDGH��
DQG�WKH\�KDYH�SOD\HG�DQ�LQWHJUDO�SDUW�LQ�RXU�EDQNLQJ�KLVWRU\�

&DWKROLFV� DUH� SURKLELWHG� IURP� PRQH\� FKDQJLQJ�� DQG� WKDW¶V�
ZKDW�EDQNLQJ�LV�DFFRUGLQJ�WR�WKH�FKXUFK��6R�QR�EHOLHYHUV�FRXOG�
EH�EDQNHUV�RU�OHQG�PRQH\��0RUHRYHU��-HZV�ZHUH�QRW�W\SLFDO�
O\�DOORZHG� WR�RZQ� ODQG��VR� WKH\� LQYHVWHG� LQ�JROG��DQG�VRPH�
OHQW�PRQH\�WR�NLQJV��0RVW�(XURSHDQ�NLQJV�RZHG�PRQH\�WR�WKH�
PRQH\�OHQGHUV��-HZLVK�RU�RWKHUZLVH��DQG�WKH�UROH�RI�WKH�EDQN�
HUV�LQ�RXU�OLYHV�DQG�JRYHUQPHQW�FRQWLQXHG�WR�JURZ�XQWR�WKLV�
GD\��7KH�SHUVHFXWLRQ�RI�WKH�-HZV�GXULQJ�WKLV�SHULRG�ZDV�RIWHQ�
PRUH�D�ZD\� IRU�D�NLQJ�WR�JHW�RXW�RI�SD\LQJ�KLV�GHEW� WKDQ�D�
UHOLJLRXV�PDWWHU��+RZHYHU��E\�WKH�VHYHQWHHQWK�FHQWXU\�-HZLVK�
EDQNLQJ�IDPLOLHV�ZHUH�DQ�LQWHJUDO�SDUW�RI�(XURSHDQ�JURZWK�DQG�
WUDGH��-HZV�KDYH�KDG�D�ORQJ�KLVWRU\�RI�WUDGLQJ�WKURXJKRXW�WKH�
0HGLWHUUDQHDQ��DQG�XVLQJ�ELOOV�RI�H[FKDQJH�DQG�QRWHV��7KH\�
ZHUH�DOVR�OHDGLQJ�JROGVPLWKV��FRXQWLQJ�KRXVHV��DQG�EDQNHUV��
6R�WKH�NLQJV�RI�(XURSH�DOO�KDG�-HZLVK�PRQH\OHQGHUV�¿QDQFLQJ�
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WKHLU�FRPPHUFH�DQG�WKHLU�ZDUV��7KLV�LV�ZK\�\RX�VHH�VR�PDQ\�
RI� WKH� ROG� LQYHVWPHQW� EDQNLQJ� KRXVHV� KDYH� -HZLVK�*HUPDQ�
QDPHV�� 6RORPRQ�� .XKQ�� /RHE�� *ROGPDQ�� 6DFKV�� :DUEXUJ��
6FKLII��DQG�%DXHU��ZKLFK�ZDV�FKDQJHG�WR�5RWKVFKLOG�

Royal Families

7KH� KLVWRU\� RI�:HVWHUQ� FLYLOL]DWLRQ� LV� RQH� RI� NLQJV� FRQTXHU�
LQJ�RWKHU�NLQJV��DQG�WKH�EDQNHUV�ZKR�¿QDQFHG�WKHP��/RRNLQJ�
PRUH�FORVHO\�DW�WKH�UR\DO�KLVWRULHV�RI�*UHDW�%ULWDLQ�DQG�WKHQ�
WKH�8QLWHG�6WDWHV��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�(QJOLVK�QD�
WLRQ�ZDV�IRUPHG�IURP�LQYDGLQJ�*HUPDQLF�WULEHV�FDOOHG�$QJOR�
6D[RQV�EHJLQQLQJ�DURXQG�WKH��WK�FHQWXU\�$'��ZKR�WKHQ�UXOHG�
XQWLO� WKH�1RUPDQ� FRQTXHVW� RI� ������ 7KH�$QJOHV� FDPH� IURP�
*HUPDQ\��DQG�6D[RQV�FDPH�IURP�WKH�/RZ�&RXQWULHV�OLNH�WKH�
1HWKHUODQGV�WKHVH�SHRSOH�¿UVW�FRQTXHUHG�DQG�WKHQ�UXOHG�*UHDW�
%ULWDLQ�IRU�FHQWXULHV��%XW�WKH�EORRGOLQHV�RI�DOO�WKH�JUHDW�UR\DO�
IDPLOLHV� RI� (XURSH� KDYH� EHHQ�PL[HG� WKURXJK�PDQ\� JHQHUD�
WLRQV�RI�LQWHUPDUULDJH��2XU�KLVWRU\�DQG�FXOWXUH�DUH�LQWHUWZLQHG�
ZLWK�WKHLUV��DQG�VR�LV�RXU�VWUXJJOH�

5R\DO� IDPLOLHV� FRQWLQXH� WR� WKLV� GD\�� LQFOXGLQJ� WKH� %HOJLDQ��
%ULWLVK�� &DQDGLDQ�� 6SDQLVK�� 'DQLVK�� 'XWFK�� 1RUZHJLDQ�� DQG�
6ZHGLVK�� DQG� WKH\� DUH� DOO� UHODWHG�� 7KH� UHLJQLQJ� PRQDUFK�
LQ� (QJODQG�� 4XHHQ� (OL]DEHWK� ,,�� LV� UHODWHG� E\� EORRG� WR� WKH�
*HUPDQLF� 5R\DO� +RXVHV� RI� 6D[H�&REXUJ�*RWKD�� 2OGHQEXUJ��
DQG�+DQRYHU��DPRQJ�RWKHUV���7KH�%ULWLVK�PRQDUFK\�WUDFHV�LWV�
RULJLQV� WR� WKH�HDUO\�$QJOHV�DQG�6FRWWLVK�.LQJV��%\������WKH�
.LQJGRPV�RI�(QJODQG�DQG�6FRWODQG��DQG�FODLPLQJ�)UDQFH��KDG�
IRUPHG�%ULWDLQ��DQG�LQ�WKH�WKLUWHHQWK�FHQWXU\�WKH�SULQFLSDOLW\�
RI�:DOHV�ZDV�DOVR�DEVRUEHG� LQWR�*UHDW�%ULWDLQ�� ,Q������ WKH�
6FRWWLVK�NLQJ�-DPHV�9,�LQKHULWHG�WKH�(QJOLVK�WKURQH�DV�-DPHV�,���
ZKLFK�XQLWHG�WKH�.LQJGRPV�RI�(QJODQG�DQG�6FRWODQG�DQG�:DOHV�
XQGHU�D�VLQJOH�PRQDUFK�
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7KH�.LQJGRP�RI�*UHDW�%ULWDLQ�ZDV� IRUPHG� LQ������ZLWK� WKH�
PHUJHU� RI� WKH� .LQJGRPV� RI� (QJODQG� DQG� 6FRWODQG� XQGHU�
WKH�+RXVH�RI�6WXDUW��,Q������*UHDW�%ULWDLQ�PHUJHG�ZLWK�WKH�
.LQJGRP� RI� ,UHODQG�� IRUPLQJ� WKH� 8QLWHG� .LQJGRP� RI� *UHDW�
%ULWDLQ�DQG�,UHODQG��WKHQ�LQ���������SHUFHQW�RI�,UHODQG�OHIW�WKH�
XQLRQ�DQG�WKH�QDPH�ZDV�DPHQGHG�WR�WKH�8QLWHG�.LQJGRP�RI�
*UHDW�%ULWDLQ�DQG�1RUWKHUQ�,UHODQG��7KH�+RXVH�RI�6WXDUW�ZDV�
IRXQGHG�E\�5REHUW�,,�RI�6FRWODQG�DQG�EHFDPH�PRQDUFKV�RI�WKH�
.LQJGRP�RI�6FRWODQG�LQ�WKH�ODWH�IRXUWHHQWK�FHQWXU\�

1LQH�6WHZDUW�PRQDUFKV�UXOHG�6FRWODQG�IURP������XQWLO������
ZKHQ�-DPHV�WKH�9,�RI�6FRWODQG�EHFDPH�WKH�FODLPDQW� WR� WKH�
WKURQH� DIWHU� WKH�+RXVH� RI� 7XGRU� EHFDPH� H[WLQFW� �WKH� YLU�
JLQ�4XHHQ�(OL]DEHWK�,�KDG�QR�KHLU���DQG�4XHHQ�$QQ�������
�������WKH�GDXJKWHU�RI�-DPHV�,,�DQG�9,,��+RXVH�RI�6WXDUW��DQG�
$QQ�+\GH��WKH�'XFKHVV�RI�<RUN��EHFDPH�WKH�QH[W��PRQDUFK��
4XHHQ�$QQ�PDUULHG�*HRUJH�RI�'HQPDUN��EXW� WKHLU�DXWKRULW\�
ZDV� FRQWDLQHG� GXULQJ� WKH� UHIRUPDWLRQ� RI� WKH� FKXUFK� DQG� RI�
VWDWH��7KHUH�ZDV�D�SRSXOLVW�PRYHPHQW�LQ�*UHDW�%ULWDLQ�DQG�LQ�
�����WKH�3DUOLDPHQW�SDVVHG�WKH�(QJOLVK�%LOO�RI�5LJKWV��ZKLFK�
LQFOXGHG� VXFK� QHZ� FRQGLWLRQV� DV� QR� UR\DO� LQWHUIHUHQFH� ZLWK�
WKH�ODZ��RQO\�WKH�3DUOLDPHQW�FRXOG�WD[�QRW�UR\DOW\��IUHHGRP�WR�
SHWLWLRQ�WKH�PRQDUFK�ZLWKRXW�IHDU�RI�UHWULEXWLRQ��WKH�ULJKW�IRU�
VXEMHFWV�WR�EHDU�DUPV��DQG�IUHHGRP�RI�VSHHFK�

8QGHU� WKH� IRUPHU� 7XGRU� G\QDVW\�� *UHDW� %ULWDLQ� KDG� EURNHQ�
DZD\�IURP�WKH�&DWKROLF�&KXUFK��E\�HGLFW�RI�.LQJ�+HQU\�9,,,���
DQG�WKH�3URWHVWDQW�PRYHPHQW�ZDV�LQ�IXOO�VZLQJ��IXHOHG�E\�SR�
OLWLFDO�PRWLYHV�DV�PXFK�DV�UHOLJLRXV��%\������WKH�3DUOLDPHQW�RI�
(QJODQG�SDVVHG�WKH�$FW�RI�6HWWOHPHQW��ZKLFK�SURKLELWHG�PRQ�
DUFKV�EHLQJ�&DWKROLF��'XULQJ�WKLV�WLPH�WKH�3DUOLDPHQW�ZDV�WU\�
LQJ�WR�JDLQ�SRZHU�DQG�ZHDNHQ�WKH�PRQDUFK\��VR�DIWHU�WKH�GHDWK�
RI�4XHHQ�$QQ�DQ�DJUHHPHQW�ZDV�PDGH�ZLWK�WKH�3DUOLDPHQW�IRU�
WKH�6WXDUWV�WR�GURS�WKHLU�FODLP�WR�WKH�WKURQH�LQ�UHWXUQ�IRU�DF�
FHVV�WR�WKH�(QJOLVK�SODQWDWLRQV�LQ�1RUWK�$PHULFD�
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$OWKRXJK� RYHU� ¿IW\� &DWKROLFV� ERUH� FORVHU� EORRG� UHODWLRQVKLS�
WR�$QQH��WKH�$FW�RI�6HWWOHPHQW�EDUUHG�WKHP�IURP�VXFFHVVLRQ��
*HRUJH� ,�� WKH� (OHFWRU� RI� +DQRYHU� LQ� *HUPDQ\�� ZDV� $QQH¶V�
FORVHVW�QRQ�&DWKROLF�UHODWLYH��DQG�LW�ZDV�KH�ZKR�DVFHQGHG�WR�
WKH�WKURQH�EHJLQQLQJ�WKH�G\QDVW\�RI�WKH�+RXVH�RI�+DQRYHU��
*HUPDQ\��7KLV� VHUYHG� WKH�QHHGV�RI� WKH�QHZ�%ULWLVK�JRYHUQ�
PHQW��ZKLFK�ZDQWHG�D�NLQJ�EXW�QRW�RQH� WKDW�ZRXOG�DFWLYHO\�
UXOH��6LU�5REHUW�:DOSROH�� IRUPHUO\�¿UVW� /RUG�RI� WKH�7UHDVXU\�
DQG� D� EDQNHU�� EHFDPH� OHDGHU� RI� WKH� 3DUOLDPHQW�� D� SRVLWLRQ�
WKDW�LV�QRZ�FDOOHG�WKH�SULPH�PLQLVWHU��:DOSROH�ZDV�HVVHQWLDOO\�
%ULWDLQ¶V�¿UVW�SULPH�PLQLVWHU��DQG�QRZ�WKH�EDQNHUV�KDYH�WKH�
SRZHU�WR�FUHDWH�PRQH\�UDWKHU�WKDQ�WKH�UR\DOW\�

House of Hanover

.LQJ�*HRUJH�,�������������ZDV�ERUQ�LQ�+DQRYHU��*HUPDQ\��
WKH�VRQ�RI�(UQHVW�$XJXVWXV�WKH�'XNH�RI�%UXQVHZLFK�/XQHEXUJ�
�IURP�WKH�$OEHUWLQLDQ�OLQH�RI�WKH�+DEVEXUJ�IDPLO\��DQG�6RSKLD�
RI�+DQRYHU��JUDQGGDXJKWHU�RI�-DPHV�ZKR�XQLWHG�(QJODQG�DQG�
6FRWODQG�DQG�3ULQFHVV�3DODWLQH�RI�WKH�5KLQH���*HRUJH�,�PDU�
ULHG�6RSKLD�'RURWKHD��WKH�RQO\�FKLOG�RI�WKH�'XNH�RI�%UXQVZLFN�
/XQHEXUJ��WKH�&HOOH�OLQH���DQG�VKH�JDYH�ELUWK�WR�*HRUJH�,,�LQ�
+DQRYHU��*HUPDQ\��*HRUJH�,,�ZDV�WKH�ODVW�%ULWLVK�PRQDUFK�WR�
EH�ERUQ�RXWVLGH�RI�*UHDW�%ULWDLQ�DQG�WKH�ODVW�WR�OHDG�DQ�DUP\�
LQ�EDWWOH�

.LQJ�*HRUJH�,,�������������PDUULHG�&DUROLQH�RI�%UDQGHQEXUJ�
$QVEDFK�� *HUPDQ\�� 6KH� ZDV� WKH� GDXJKWHU� RI� WKH� 0DUJUDYH�
RI�%UDQGHQEHUJ�$QVEDFK�DQG�3ULQFHVV�(OHRQRUH�(UGPXWKH�RI�
6D[H�(LVHQDFK��6KH�JDYH�ELUWK�WR�*HRUJH�,,,�ZKR�UXOHG�GXU�
LQJ� WKH� $PHULFDQ� 5HYROXWLRQ�� KH¶V�PRVWO\� *HUPDQ��*HRUJH�
,,,�������������ZDV�WKH�JUDQGVRQ�RI�*HRUJH�,,��ZKR�PDUULHG�
&KDUORWWH�RI�0HFNOHQEXUJ�6WUHOLW]��HOHFWUHVV�FRQVRUW�RI�+DQRYHU��
DQG�WKH\�KDG�WZR�VRQ¶V�ZKR�ERWK�EHFDPH�NLQJ��)LUVW�*HRUJH�
,9�ZDV�FURZQHG�DQG�PDUULHG�&KDUORWWH�RI�0HFNOHQEHUJ�6WUHOLW]�
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�HOHFWUHVV�FRQVRUW�RI�+DQRYHU���$IWHU�WKH�GHDWK�RI�*HRUJH�,9�
WKH�QH[W�VRQ��:LOOLDP�,9��ZDV�FURZQHG�DQG�PDUULHG�KLV�EURWK�
HU¶V�ZLIH�4XHHQ�&KDUORWWH�

7KH� QH[W�PRQDUFK� ZDV�4XHHQ� 9LFWRULD� ������������� ZKR�
ZDV�WKH�QLHFH�RI�:LOOLDP�,9��DQG�WKH�GDXJKWHU�RI�3ULQFH�(GZDUG��
ZKR�ZDV�WKH�'XNH�RI�.HQW�DQG�WKH�IRXUWK�VRQ�RI�.LQJ�*HRUJH�
,,,�DQG�3ULQFHVV�9LFWRULD�RI�6D[H�&REXUJ�DQG�*RWKD� �DQRWK�
HU�NLQJGRP�LQ�*HUPDQ\���9LFWRULD�WKHQ�PDUULHG�3ULQFH�$OEHUW�
ZKR�ZDV�DOVR� IURP� WKH�5R\DO�+RXVH�RI�6D[H�&REXUJ�DQG�
*RWKD�� ,Q������� GXULQJ� WKH� )LUVW�:RUOG�:DU�ZLWK�*HUPDQ\��
WKH�IDPLO\�FKDQJHG�LWV�IDPLO\�QDPH�WR�:LQGVRU�DWWULEXWDEOH�WR�
DQWL�*HUPDQ�VHQWLPHQWV�GXULQJ�WKH�ZDU��DQG�IURP�KHUH�RQ�WKH�
UR\DO�IDPLO\�LV�FRQVLGHUHG�WKH�+RXVH�RI�:LQGVRU��(GZDUG�9,,�
������������ZDV� WKH�VRQ�DQG�KHLU�RI�9LFWRULD��DQG�KH�PDU�
ULHG�$OH[DQGUD�RI�'HQPDUN��ZKRVH�IDWKHU�ZDV�&KULVWLDQ�,;�RI�
'HQPDUN�DQG�PRWKHU�ZDV�/RXLVH�RI�+HVVH�&DVVHO��*HUPDQ\���
KLV�KHLU�ZDV�*HRUJH�9�ZKR�ZDV�QRZ�FRQVLGHUHG�D�:LQGVRU�

House of Windsor

*HRUJH� 9� PDUULHG� 0DU\� RI� 7HFN� �ZKRVH� IDWKHU� ZDV� 'XNH�
$OH[DQGHU�RI�:XUWWHPEHUJ�DQG�D�GHVFHQGDQW�RI�WKH�+DEVEXUJV��
WKH� UXOLQJ� IDPLO\� RI� $XVWULD� DQG� 6SDLQ��� VKH� JDYH� ELUWK� WR�
(GZDUG� 9,,,� DQG� *HRUJH� 9,�� (GZDUG� 9,,,� DEGLFDWHG� WKH�
WKURQH� WR�PDUU\�$PHULFDQ� VRFLDOLWH�:DOOLV�6LPSVRQ� �D� VFDQ�
GDO� DW� WKH� WLPH��� DQG� KLV� EURWKHU�*HRUJH� 9,� ������������
ZDV�FURZQHG��.LQJ�*HRUJH�ZDV��PDUULHG�WR�(OL]DEHWK�%RZHV�
/\RQ��ZKRVH�IDWKHU�ZDV�WKH�IRXUWHHQWK�(DUO�RI�6WUDWKPRUH�DQG�
.LQJKRUQH�DQG�/DG\�(OL]DEHWK�%RZHV�/\RQ�RI�6FRWWLVK�QRELO�
LW\���WKHLU�GDXJKWHU�(OL]DEHWK�,,�������3UHVHQW��LV�WKH�UHLJQ�
LQJ�PRQDUFK�RI�%ULWDLQ��4XHHQ�(OL]DEHWK�PDUULHG�3ULFH�3KLOLS�RI�
*UHHFH�DQG�'HQPDUN��DQG�WKH\�KDYH�IRXU�FKLOGUHQ��ZLWK�3ULQFH�
&KDUOHV�DV�WKH�QH[W�KHLU�WR�WKH�WKURQH�
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6R�WKH�FXUUHQW�UR\DO�IDPLO\�DQG�SULPDU\�LQYHVWRU�LQ�WKH�%DQN�
RI� (QJODQG�� DV�ZHOO� DV� LQ�PRVW� %ULWLVK� LQGXVWU\� �WKURXJKRXW�
WKH�&RPPRQZHDOWK��LV�D�EUDQFK�RI�UR\DOW\�IURP�*HUPDQ\�WKDW�
KDV�UHDFKHG�LQWR�DOO�RI�(XURSH��(OL]DEHWK�,,� LV�UHODWHG�WR�WKH�
TXHHQ�RI�WKH�1HWKHUODQGV�DQG�WKH�NLQJ�RI�1RUZD\��DV�ZHOO�DV�
WKH�IRUPHU�NLQJ�RI�*UHHFH��DV�ZHOO�DV�WKH�8QLWHG�6WDWHV�SUHVL�
GHQW�*HRUJH�:DVKLQJWRQ��2WKHU�OLQHV�RI�WKH�IDPLO\�H[WHQG�WR�
6FDQGLQDYLDQ�� 5XVVLDQ�� )UHQFK�� DQG� 6SDQLVK� UR\DO� IDPLOLHV��
DQG�WR�WKH�FRUSRUDWLRQV�DQG�WUXVWV�WKH\�FUHDWHG�WRJHWKHU��5R\DO�
IDPLOLHV��WKURXJK�WKHLU�DJHQWV��KDYH�EHHQ�WKH�SULPDU\�LQYHVWRUV�
LQ�$PHULFD�DQG�RWKHU�SDUWV�RI�WKH�IRUPHU�%ULWLVK�(PSLUH��7KDW�
RZQHUVKLS�H[LVWV�WR�WKLV�GD\��WKURXJK�FRUSRUDWLRQV��WUXVWV��DQG�
KROGLQJ�FRPSDQLHV��4XHHQ�(OL]DEHWK�,,�RI�%ULWDLQ�DQG�4XHHQ�
%HDWUL[�RI�WKH�1HWKHUODQGV��+RXVH�RI�2UDQJH�1DVVDX��IRUPHG�
WKH�5R\DO�'XWFK�6KHOO�2LO�&RPSDQ\��QRZ�MXVW�6KHOO��DQG�%ULWLVK�
3HWUROHXP��%3��LV�LQ�SDUWQHUVKLS�ZLWK�WKH�%ULWLVK�JRYHUQPHQW��
WKH�UR\DO�IDPLO\��DQG�WKH�NLQJ�RI�1RUZD\�WR�GHYHORS�RLO�LQ�WKH�
1RUWK�6HD�

0RVW�SHRSOH�GRQ¶W� UHDOL]H�KRZ�PXFK�RXU�RZQ�$PHULFDQ�UR\�
DOW\�LV�D�SDUW�RI�%ULWLVK�UR\DOW\��0RVW�8QLWHG�6WDWHV�SUHVLGHQWV�
DUH� UHODWHG� WR�(QJOLVK� UR\DOW\��DFFRUGLQJ� WR� OHDGLQJ�H[SHUWV��
*HQHDORJLFV� DQG� 5RJOR�� 4XHHQ� (OL]DEHWK� ,,� LV� DPRQJ� WKH�
FORVHVW� OLYLQJ� UHODWLYHV� RI�*HRUJH�:DVKLQJWRQ�� WKURXJK� WKHLU�
GHVFHQW� IURP�$XJXVWXV�:DUQHU��%XUJHVV�RI�9LUJLQLD��7KH� OLVW�
DOVR�LQFOXGHV�

�� *HRUJH�:DVKLQJWRQ�WR�(GZDUG�,,,�RI�(QJODQG

�� 7KRPDV�-HIIHUVRQ�WR�(GZDUG�,,,�RI�(QJODQG

�� -DPHV�0DGLVRQ�WR�(GZDUG�,�RI�(QJODQG

�� -DPHV�0RQURH�WR�(GZDUG�,,,�RI�(QJODQG

�� -RKQ�4XLQF\�$GDPV�WR�(GZDUG�,,,�(QJODQG

�� :LOOLDP�+HQU\�+DUULVRQ�WR�(GZDUG�,�(QJODQG
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�� %HQMDPLQ�+DUULVRQ�WR�(GZDUG�,�(QJODQG

�� =DFKDU\�7D\ORU�WR�(GZDUG�,�RI�(QJODQG

�� )UDQNOLQ�3LHUFH�WR�+HQU\�,�RI�(QJODQG

�� 5XWKHUIRUG�+D\V�WR�:LOOLDP�,�RI�6FRWODQG

�� *URYHU�&OHYHODQG�WR�(GZDUG�,�RI�(QJODQG

�� 7KHRGRUH�5RRVHYHOW�WR�-DPHV�,�RI�6FRWODQG�	�(GZDUG�,,,�
RI�(QJODQG

�� :LOOLDP�7DIW�WR�(GZDUG�,,,

�� :DUUHQ�+DUGLQJ�WR�+HQU\�,,�RI�(QJODQG

�� &DOYLQ�&RROLGJH�WR�(GZDUG�,�RI�(QJODQG

�� +HUEHUW�+RRYHU�WR�(GZDUG�,,,�RI�(QJODQG

�� )UDQNOLQ�5RRVHYHOW�WR�-DPHV�,,�RI�6FRWODQG

�� +DUU\�6��7UXPDQ�WR�5REHUW�,,,�RI�6FRWODQG

�� 5LFKDUG�1L[RQ�WR�+HQU\�,,�RI�(QJODQG

�� *HUDOG�)RUG�WR�(GZDUG�,�RI�(QJODQG

�� -LPP\�&DUWHU�WR�+HQU\�,,�RI�(QJODQG

�� *HRUJH�+�:��%XVK�WR�(GZDUG�,�RI�(QJODQG�DQG�5REHUW�,,�
RI�6FRWODQG

�� *HRUJH�:��%XVK�WR�(GZDUG�,�RI�(QJODQG�DQG�5REHUW�,,�
RI�6FRWODQG

�� %DUDFN�2EDPD�WR�(GZDUG�,�RI�(QJODQG�DQG�:LOOLDP�WKH�
/LRQ�RI�6FRWODQG

7KH�RYHUYLHZ�RI�%ULWLVK�PRQDUFKV�LV�DOVR�LPSRUWDQW�LQ�VHHLQJ�
KRZ�WKH�LQÀXHQFH�RI�*HUPDQ�UR\DO�KRXVHV��ZLWK�WKHLU�VWURQJ�
LQWHUGHSHQGHQFLHV� ZLWK� -HZLVK� EDQNLQJ� KRXVHV�� EHFDPH� DQ�



12  |  MONEY & POWER

LQWHJUDO�SDUW�RI�%ULWLVK�JRYHUQPHQW�DQG�EDQNLQJ��ZKLFK�LQ�WXUQ�
HYROYHG�LQWR�$PHULFDQ�DQG�WKHQ�ZRUOG�JRYHUQPHQW�DQG�EDQN�
LQJ��)RU�LQVWDQFH��6DPSVRQ�*LGHRQ�������������ZDV�D�SURPL�
QHQW�-HZLVK�/RQGRQ�EDQNHU�DQG�³DGYLVHU�RI�WKH�JRYHUQPHQW´�
ZKR�PDUULHG� UR\DOW\�DQG�ZKR¶V� VRQ��6DPSVRQ�(DUGOH\�� WKHQ�
EHFDPH�¿UVW�%DURQ�(DUGOH\��2WKHU�SURPLQHQW�-HZLVK�EDQNHUV�
LQFOXGH�&ODXGH�0RQWHIFRUH��������������(GJDU�6SH\HU�������
������ZKR�¿QDQFHG�WKH�%ULWLVK�8QGHUJURXQG�V\VWHP��DQG�0RVHV�
0RQWHIFRUH�������������ZKR�ZDV�NQLJKWHG�E\�4XHHQ�9LFWRULD��
UHFHLYHG�D�EDURQHWF\��DQG�ZDV�UHODWHG�E\�PDUULDJH�WR�1DWKDQ�
5RWKVFKLOG��D�OHDGLQJ�-HZLVK�%DQNHU�IURP�)UDQNIXUW��*HUPDQ\��
ZKR�SOD\V�D�YHU\�LPSRUWDQW�UROH�LQ�WKH�VWRU\��(XURSHDQ�EDQN�
LQJ�KDV�EHHQ�OHG�E\�-HZLVK�GHFHGHQWV�IRU�FHQWXULHV�

,Q�������6LU�:LOOLDP�3LWW�PDGH�D�VWDWHPHQW�WKDW�VXPV�WKLV�XS�
QLFHO\�

³7KHUH�LV�VRPHWKLQJ�EHKLQG�WKH�WKURQH�JUHDWHU�WKDQ�WKH�
NLQJ�KLPVHOI�́

The House of Rothschild

7KH�+RXVH�RI�5RWKVFKLOG� LV�D�*HUPDQ�-HZLVK�EDQNLQJ�KRXVH�
WKDW�KDV�GRPLQDWHG�EDQNLQJ�DURXQG� WKH�ZRUOG��)LYH� OLQHV�RI�
WKH�$XVWULDQ�EUDQFK�RI� WKH� IDPLO\�ZHUH�HOHYDWHG� WR�$XVWULDQ�
QRELOLW\�DQG�JLYHQ�KHUHGLWDU\�EDURQLHV�RI�WKH�+DEVEXUJ�(PSLUH�
E\�(PSHURU�)UDQFLV� ,,� LQ�������7KH�%ULWLVK�EUDQFK�ZDV�DOVR�
HOHYDWHG�WR�WKH�%ULWLVK�QRELOLW\�E\�4XHHQ�9LFWRULD��+LVWRULDQV�
WHOO�XV�WKDW�GXULQJ�WKH�QLQHWHHQWK�FHQWXU\�WKH�5RWKVFKLOG�IDP�
LO\�SRVVHVVHG�³E\�IDU�WKH�ODUJHVW�SULYDWH�IRUWXQH�LQ�WKH�ZRUOG��
DQG�E\�IDU�WKH�ODUJHVW�IRUWXQH�LQ�PRGHUQ�KLVWRU\�́

0D\HU�$PVFKHO�5RWKVFKLOG�������������ZDV�ERUQ�LQ�)UDQNIXUW��
*HUPDQ\�� WKH� VRQ� RI� D� SURPLQHQW� EDQNHU� $PVFKHO� 0RVHV�
5RWKVFKLOG��RULJLQDOO\�%DXHU���$ERYH�WKH�GRRU�RI�WKHLU�KRPH�LQ�
)UDQNIXUW�KXQJ�D�UHG�VKLHOG�FRDW�RI�DUPV��DQG�GXULQJ�D�WLPH�RI�
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H[WUHPH�SHUVHFXWLRQ�RI�-HZV��WKH\�WRRN�WKH�QDPH�5RWKVFKLOG�
ZKLFK�PHDQV�UHG�VKLHOG��7KH\�VKDUHG�WKH�KRPH�ZLWK�WKH�6FKLII�
IDPLO\��DOVR�SURPLQHQW�-HZLVK�EDQNHUV��ZKR�ZHUH�UHSUHVHQWHG�
E\�WKH�JUHHQ�VKLHOG��WKH�QDPHV�6FKLII�DQG�5RWKVFKLOG�DUH�SDUW�
RI� WKH� VDPH� IDPLO\� EDQNLQJ� V\QGLFDWH��0D\HU� KDG� ¿YH� VRQV�
ZKR�RSHQHG�RI¿FHV�LQ�WKH�PRVW�LPSRUWDQW�EDQNLQJ�FHQWHUV�LQ�
(XURSH�GXULQJ�D�SHULRG�RI�UDSLG�H[SDQVLRQ��DQG�WRJHWKHU�WKH\�
ZHUH� DEOH� WR� EHFRPH� WKH� GRPLQDQW� ¿QDQFLDO� HPSLUH� LQ� WKH�
ZRUOG��7KHVH�¿YH�VRQV�ZHUH�

$PVFKHO�0D\HU�5RWKVFKLOG��������������)UDQNIXUW

6DORPRQ�0D\HU�5RWKVFKLOG��������������9LHQQD

1DWKDQ�0D\HU�5RWKVFKLOG��������������/RQGRQ

&DOPDQQ�0D\HU�5RWKVFKLOG��������������1DSOHV

-DNRE�0D\HU�5RWKVFKLOG��������������3DULV

'XULQJ� WKH�1DSROHRQLF�:DUV� ������������1DWKDQ�5RWKVFKLOG�
JDLQHG�SUHHPLQHQFH�LQ�WKH�EXOOLRQ�WUDGH��JROG�DQG�VLOYHU��DQG�
ZDV�D�PDMRU�LQYHVWRU�LQ�JRYHUQPHQW�ERQGV��ORDQV��DQG�VHFXUL�
WLHV��)URP������WR������KH�SOD\HG�DQ�LQVWUXPHQWDO�UROH�LQ�VXS�
SO\LQJ�WKH�'XNH�RI�:HOOLQJWRQ¶V�DUP\�ZLWK�WKH�JROG�LW�QHHGHG�
WR�¿JKW�1DSROHRQ��DW�WKH�VDPH�WLPH�KLV�RWKHU�EURWKHUV�ZHUH�
¿QDQFLQJ�1DSROHRQ��7KH�5RWKVFKLOG¶V�KDG�D� IDPRXV�QHWZRUN�
RI� DJHQWV�� VKLSSHUV�� DQG� FRXULHUV� WKDW� NHSW� WKHP� LQIRUPHG�
EHIRUH� DQ\RQH� HOVH�� ,Q� ������ 1DWKDQ�� ZKR� ZDV� LQ� /RQGRQ��
UHFHLYHG�WKH�QHZV�RI�1DSROHRQ¶V�GHIHDW�E\�:HOOLQJWRQ�DW�WKH�
%DWWOH�RI�:DWHUORR��%HOJLXP��D� IXOO� WZHQW\�IRXU�KRXUV�EHIRUH�
WKH�3DUOLDPHQW�RU�DQ\RQH�HOVH�LQ�/RQGRQ�

:LWK�WKLV�EUHDNLQJ�LQIRUPDWLRQ�RQ�WKH�ZDU��WKH�QHZVSDSHUV�RI�
WKH�WLPH�UHSRUWHG�WKDW�1DWKDQ�VWRRG�RQ�WKH�VWHSV�LQ�IURQW�RI�
KLV�RI¿FH�ZKHUH�RWKHUV�ZRXOG�ZDLW�WR�VHH�ZKDW�KH�ZRXOG�GR��
.QRZLQJ�WKDW�KH�DOZD\V�JRW�LQIRUPDWLRQ�¿UVW��WKH\�ZDQWHG�WR�
VHH�ZKDW�KH�ZDV�LQYHVWLQJ�LQ�VR�WKH\�FRXOG�JHW�LQ�RQ�LW��1DWKDQ�
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ZDV�VHHQ�ORRNLQJ�GHMHFWHG�DQG�ZDONHG�DZD\�DQG�VWDUWHG�VHOO�
LQJ�DVVHWV��UHÀHFWLQJ�KLV�EHDULVK�IRUHFDVW�IRU�WKH�%ULWLVK�HFRQ�
RP\��7KLV�OHG�WR�D�PDVVLYH�VHOOLQJ�VSUHH�WKDW�FDXVHG�WKH�HQWLUH�
PDUNHW�WR�FROODSVH��7KH�YHU\�QH[W�GD\��1DWKDQ�ZDV�DEOH�WR�EX\�
XS�WKRVH�VDPH�DVVHWV�IRU�SHQQLHV�RQ�WKH�SRXQG�DQG�LQFUHDVH�
KLV�KROGLQJV�DQG�PDNH�REVFHQH�SUR¿WV�

1DWKDQ� DOVR� NQHZ� WKDW� WKH� IXWXUH� UHGXFWLRQ� LQ� JRYHUQPHQW�
ERUURZLQJ�EURXJKW�DERXW�E\�SHDFH�ZRXOG�FUHDWH�D�ERXQFH�LQ�
%ULWLVK�JRYHUQPHQW�ERQGV��VR�KH�ERXJKW�XS�WKH�JRYHUQPHQW�
ERQG�PDUNHW�DQG�ZDLWHG�WZR�\HDUV�XQWLO�WKH�ERQGV�ZHUH�RQ�WKH�
FUHVW�RI�WKH�VKRUW�ERXQFH�F\FOH�LQ�WKH�PDUNHW��DQG�WKHQ�LQ�������
VROG�WKHP�IRU�D����SHUFHQW�SUR¿W��PDNLQJ�RQH�RI�WKH�ODUJHVW�
¿QDQFLDO�³NLOOLQJV´�LQ�KLVWRU\��,Q������KH�VXSSOLHG�HQRXJK�JROG�
WR�WKH�%DQN�RI�(QJODQG�WR�DYHUW�D�PDUNHW�OLTXLGLW\�FULVLV��DQG�
EHFDPH�RQH�RI�WKH�%DQN¶V�ODUJHVW�LQYHVWRUV��7KLV�LV�LPSRUWDQW�
WR�QRWH�� IRU� WKH�%DQN�RI�(QJODQG�ZDV�D�SULYDWH�EDQN�ZLWK�D�
FRQWUDFW�ZLWK�WKH�%ULWLVK�JRYHUQPHQW�WR�LVVXH�PRQH\�DQG�ORDQ�
WR�RWKHU�EDQNV�DQG�LQWHUHVWV��7KRVH�RWKHU�EDQNV�DQG�LQWHUHVWV�
ZHUH�¿QDQFLQJ�%ULWDLQ¶V�H[SDQVLRQ�DQG�WUDGH�DURXQG�WKH�ZRUOG��
LQFOXGLQJ�WKH�8QLWHG�6WDWHV��5RWKVFKLOG�PRQH\�KHOSHG�¿QDQFH�
WKH�8QLWHG�6WDWHV�WKURXJK�WKH�%DQN�RI�(QJODQG�LQ�WKH�EHJLQ�
QLQJ�DQG�ODWHU�WKURXJK�YDULRXV�FHQWUDO�EDQNV�ZH¶YH�KDG�LQ�WKH�
8QLWHG�6WDWHV��%ULWLVK�SULPH�PLQLVWHU�/OR\G�*HRUJH�FODLPHG�LQ�
�����WKDW�/RUG�1DWKDQ�5RWKVFKLOG�ZDV�WKH�PRVW�SRZHUIXO�PDQ�
LQ�%ULWDLQ�

7KH�5RWKVFKLOG�EDQNLQJ�FDUWHO�SOD\HG�DQ�LQWHJUDO�SDUW�LQ�¿QDQF�
LQJ�WKH�,QGXVWULDO�5HYROXWLRQ��WKH\�¿QDQFHG�PRVW�RI�WKH�UDLO�
ZD\V�DURXQG�WKH�ZRUOG��ODUJH�SURMHFWV�VXFK�DV�WKH�6XH]�&DQDO��
DQG�ERXJKW�XS�VRPH�RI�WKH�EHVW�UHDO�HVWDWH�DURXQG�WKH�ZRUOG��
L�H���0D\IDLU��/RQGRQ��7KH\�RZQ� LQVXUDQFH�FRPSDQLHV� �5R\DO�
	�6XQ$OOLDQFH���PLQLQJ�RSHUDWLRQV� �5LR�7LQWR�*URXS��6RFLHWH�
/H�1LFNHO��DQG�,PHU\V���DQG�VRPH�RI�WKH�ZRUOG¶V�EHVW�ZLQHU�
LHV��7KH\�LQYHVWHG�ZLWK�'H�%HHUV��ZKLFK�KDV�FRUQHUHG�WKH�GLD�
PRQG�PDUNHW�DQG�PXFK�RI�WKH�JROG�PDUNHW��LW�¿QDQFHG�&HFLO�
5KRGHV� RQ� KLV� H[SHGLWLRQV� WR� $IULFD� DQG� FUHDWHG� WKH� FRORQ\�
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RI�5KRGHVLD��7KH\�¿QDQFH�JRYHUQPHQWV�DQG�LVVXHG�ERQGV�RQ�
WKHLU�EHKDOI��7KH�)UHQFK�5RWKVFKLOG�IDPLO\�¿QDQFHG�WKH�)UDQFR�
3UXVVLDQ� :DU� RI� WKH� ����V�� 7KH� /RQGRQ� DQG� 3DULV� IDPLOLHV�
IXQGHG�WKH�-DSDQHVH�GXULQJ�WKH�5XVVR�-DSDQHVH�:DU���������
ZKLFK�KHOSHG�-DSDQ�EXLOG�LQWR�D�UHJLRQDO�SRZHU�

5RWKVFKLOG�LV�DOVR�RQH�RI�WKH�ODUJHVW�LQYHVWPHQW�EDQNLQJ�¿UPV�
LQ�WKH�ZRUOG��DUUDQJLQJ�VRPH�RI�WKH�ODUJHVW�PHUJHUV�DQG�DFTXL�
VLWLRQV�RI�FRUSRUDWLRQV��QHZ�LVVXHV��DQG�¿QDQFLDO�LQVWUXPHQWV��
DQG� W\SLFDOO\� RZQLQJ� VWRFN� LQ� WKHVH� VDPH� FRPSDQLHV�� 7KH�
5RWKVFKLOG� IDPLO\� LV�DOVR�EHOLHYHG�WR�EH�DPRQJVW�WKH�ZRUOG¶V�
JUHDWHVW�SKLODQWKURSLVWV�� FROOHFWRUV�RI�DUW��DQG�VXSSRUWHUV�RI�
WKH�VWDWH�RI�,VUDHO��GRQDWLQJ�WKH�.QHVVHW�DQG�,VUDHOL�6XSUHPH�
&RXUW�EXLOGLQJV��2WKHU�SURPLQHQW�-HZLVK�,QWHUQDWLRQDO�EDQNLQJ�
IDPLOLHV�LQFOXGH�WKH�%LVFKRIIVKHLPV��3HUHLUHV��6HOLJPDQV��DQG�
/D]DUGV�

Corporations, Trusts, and Holding Companies

&RUSRUDWLRQV�DUH�D�W\SH�RI�FRPSDQ\�WKDW�RIIHUV�OLPLWHG�OLDELOLW\�WR�
WKH�VWRFNKROGHUV��DQG�ZHUH�RULJLQDOO\�RQO\�HVWDEOLVKHG�WKURXJK�
DQ�DFW�RI�VWDWH��HLWKHU�UR\DO�FKDUWHU�RU�DFW�RI�3DUOLDPHQW��7KH�
ROGHVW�FRPPHUFLDO�FRUSRUDWLRQ�LV�WKH�6WRUD�.RSSDUEHUJ�PLQLQJ�
LQ�)DOXQ��6ZHGHQ��REWDLQHG�IURP�.LQJ�0DJQXV�(ULNVVRQ�LQ�������
6RPH� RI� WKH�PRVW� LPSRUWDQW� HDUO\� FRUSRUDWLRQV� LQFOXGH� WKH�
'XWFK�DQG�%ULWLVK�(DVW�,QGLD�&RPSDQLHV�WKDW�RSHQHG�XS�WUDGH�
EHWZHHQ� (XURSH� DQG� $VLD�� DQG� WKH� +XGVRQ¶V� %D\� &RPSDQ\�
WKDW� SOD\HG� D� ODUJH� SDUW� LQ� FDSLWDOL]LQJ� FRORQLDOLVP� LQ� 1RUWK�
$PHULFD��,QFRUSRUDWLRQ�¿UVW�EHFDPH�SXEOLFDOO\�DYDLODEOH�ZLWK�
WKH�SDVVLQJ�RI�WKH�-RLQW�6WRFN�&RPSDQLHV�$FW�RI������LQ�WKH�
8QLWHG�.LQJGRP��&RUSRUDWLRQV�VHUYH�WR�SURWHFW�WKH�VWRFNKROG�
HUV�DQG�NHHS�WKHP�DQRQ\PRXV��WKXV�PRVW�UR\DOW\�DQG�ZHDOWK\�
SHRSOH�XVH�WKHP�WR�FRQGXFW�WKHLU�EXVLQHVV��0RVW�SHRSOH�UDUHO\�
NQRZ�ZKR�DFWXDOO\� UXQV�D� FRUSRUDWLRQ�� RU� WKH� LQWHUHVWV� WKDW�
RZQ�DQG�FRQWURO� WKHP��RZQHUVKLS� LV�KLGGHQ�DQG�VSUHDG�RXW�
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DPRQJ�YDULRXV�WUXVWV��KROGLQJ�FRPSDQLHV��DQG�FRUSRUDWLRQV��
\RX�ZRQ¶W�W\SLFDOO\�VHH�D�IDPLO\�QDPH�

$�FRUSRUDWLRQ�LV�RYHUVHHQ�E\�D�ERDUG�RI�GLUHFWRUV�ZKR�UHSUH�
VHQW�WKH�RZQHUVKLS�DQG�LQWHUHVWV�RI�WKH�RZQHUV��DQG�DUH�OHG�E\�
D�GLUHFWRU�RU�FKDLUPDQ�RI�WKH�ERDUG�DQG�RU�WKH�FKLHI�H[HFXWLYH�
RI¿FHU��:KRHYHU� RZQV� WKH�PRVW� VWRFN� KDV� WKH�PRVW� FRQWURO�
DQG�FDQ�HOHFW�VHDWV�RQ�WKH�ERDUG��WKXV�KDYLQJ�PRUH�YRWHV�DQG�
VD\�LQ�WKH�UXQQLQJ�RI�WKH�FRPSDQ\��7KH�ERDUG�FUHDWHV�DQG�GLF�
WDWHV�WKH�SROLFLHV�DQG�JRYHUQDQFH�RI�WKH�FRUSRUDWLRQ�DQG�HOHFWV�
WKH�NH\�RI¿FHUV�OLNH�WKH�SUHVLGHQW�WR�LPSOHPHQW�WKH�SROLFLHV�RI�
WKH�ERDUG��7KH�SUHVLGHQW�WKHQ�PDQDJHV�WKH�GDLO\�RSHUDWLRQV�
RI�WKH�FRPSDQ\�RU�JRYHUQPHQW��7KH�SXUSRVH�RI�D�FRUSRUDWLRQ�
LV�WR�PD[LPL]H�WKH�SUR¿W�IRU�WKH�RZQHUV�DQG�JURZ�VWRFNKROGHU�
YDOXH��WR�PDNH�DV�PXFK�SUR¿W�IRU�WKH�VWRFNKROGHUV�DV�SRVVLEOH�
D�FRUSRUDWLRQ�PXVW�ZRUN� WR�PDNH�DV�PXFK�PRQH\� IURP�WKH�
VDOH�RI�JRRGV�RU�VHUYLFHV��RU�JURZWK�LQ�LWV�DVVHWV��DQG�UHGXFH�
LWV�FRVWV�DV�PXFK�DV�SRVVLEOH�ZLWKRXW�FRPSURPLVLQJ�HI¿FLHQ�
FLHV��,W¶V�DOO�DERXW�PRQH\�

$�WUXVW�LV�D�EXVLQHVV�IRUPHG�ZLWK�LQWHQW�WR�PRQRSROL]H�EXVLQHVV�
RU�¿[�SULFHV��RU�D�ERDUG�RU�FRQWUDFW�WKDW�PDQDJHV�RWKHU�FRU�
SRUDWLRQV�RU�SHRSOH¶V�¿QDQFLDO�LQWHUHVWV��6RPH�RI�WKH�ELJJHVW�
DQG�EHVW�NQRZQ� WUXVWV� LQFOXGH�6WDQGDUG�2LO��8�6��6WHHO�� WKH�
$PHULFDQ�7REDFFR�&RPSDQ\��DQG�-�3��0RUJDQ¶V� ,QWHUQDWLRQDO�
0HUFDQWLOH�0DULQH�&RPSDQ\�� 6LPLODUO\�� D� FDUWHO� LV� DQ� DJUHH�
PHQW�EHWZHHQ�FRPSHWLQJ�FRPSDQLHV�WKDW�VHUYH�WKHLU�PXWXDO�
LQWHUHVWV��+ROGLQJ�FRPSDQLHV�DUH�¿UPV�WKDW�RZQ�RWKHU�FRP�
SDQLHV¶� VWRFN�� :DUUHQ� %XIIHWW¶V� %HUNVKLUH� +DWKDZD\� LV� WKH�
ODUJHVW� SXEOLFO\� WUDGHG� KROGLQJ� FRPSDQ\�� LW� RZQV� QXPHURXV�
LQVXUDQFH�FRPSDQLHV��PDQXIDFWXULQJ�FRQFHUQV��DQG�UHWDLOHUV��
$QRWKHU� IRUP� RI� FRUSRUDWH� FRQWURO� DUH� FRQJORPHUDWHV�� VXFK�
DV��&OHDU�&KDQQHO�&RPPXQLFDWLRQV�ZLWK�D�PDVVLYH�QHWZRUN�RI�
EURDGFDVWLQJ�FKDQQHOV��WKH\�FRQWURO�PRVW�RI�WKH�UDGLR�VWDWLRQV�
LQ� $PHULFD�� WKURXJK� RZQHUVKLS� RU� OLFHQVLQJ� DJUHHPHQWV�� ,Q�
VKRUW��WKH\�FRQWURO�WKH�DLU��&RUSRUDWH�VWRFN�FDQ�DOVR�EH�KHOG�LQ�
IXQGV�WKDW�SRRO�RWKHU�SHRSOH¶V�PRQH\�DQG�PDQDJH�LW�IRU�WKHP�
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$W�WKH�HQG�RI�WKH�HLJKWHHQWK�FHQWXU\�WKHUH�ZHUH�DURXQG�����
LQFRUSRUDWHG�FRPSDQLHV�LQ�WKH�8QLWHG�6WDWHV��HLJKW�ZHUH�PDQ�
XIDFWXULQJ� DQG� WKH� UHVW� SURYLGHG� SXEOLF� VHUYLFHV�� 1HZ� <RUN�
HQDFWHG�WKH�¿UVW�VWDWH�FRUSRUDWH�VWDWXWH�LQ�������,Q�WKH�����V�
PRUH� VWDWHV� EHJDQ� HQDFWLQJ� FRUSRUDWH� ODZ�� DQG� WKH� XVH� RI�
LQFRUSRUDWLRQ�JUHZ�DW� D�PDVVLYH� UDWH��$�KXQGUHG�\HDUV� DJR�
YHU\�IHZ�SHRSOH�ZRUNHG�IRU�D�FRUSRUDWLRQ��QRZ�PRVW�SHRSOH�
LQ�ZHVWHUQ�VRFLHW\�GR��,QFRUSRUDWLRQ�KDV�VSUHDG�WR�&KLQD�QRZ��
DQG� LQ� D�PDWWHU� RI� D� IHZ� GHFDGHV� WKH\� QRZ� KDYH� VRPH� RI�
WKH� ODUJHVW� FRUSRUDWLRQV� LQ� WKH� ZRUOG�� LQFOXGLQJ� 3HWUR&KLQD�
DQG�,QGXVWULDO�DQG�&RPPHUFLDO�%DQN�RI�&KLQD��ZKLFK�YLH�ZLWK�
([[RQ0RELO� DQG�0LFURVRIW� LQ�PDUNHW� FDSLWDOL]DWLRQ� �)LQDQFLDO�
7LPHV�*OREDO�����6HSWHPEHU������������&RUSRUDWL]DWLRQ�KDV�
WDNHQ�RYHU�WKH�ZRUOG�
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)URP� WKH� YHU\� EHJLQQLQJ� WKH� FRORQLHV� ZHUH� D� FRPPHUFLDO�
YHQWXUH�� FRORQL]DWLRQ� LV� QHFHVVDU\� IRU� WKH� FKHDS� ODERU� WKDW�
LV�QHHGHG�WR�XWLOL]H�QDWXUDO�UHVRXUFHV��WR�GHYHORS��WUDGH��DQG�
PDNH�D�SUR¿W��,Q�WKH�ODWH�VL[WHHQWK�FHQWXU\�(QJODQG��6FRWODQG��
)UDQFH��6ZHGHQ��6SDLQ��DQG�WKH�1HWKHUODQGV�DOO�EHJDQ�WR�FRO�
RQL]H� HDVWHUQ� 1RUWK� $PHULFD�� 0DQ\� DWWHPSWV� HQGHG� LQ� IDLO�
XUH�� -DPHVWRZQ�� ZKLFK� ZDV� IRXQGHG� LQ� 0D\� ����� RQ� WKH�
-DPHV�5LYHU�LQ�9LUJLQLD��ZDV�¿QDQFHG�E\�WKH�/RQGRQ�9LUJLQLD�
&RPSDQ\�DQG�DOPRVW� IDLOHG�XQWLO� WREDFFR�ZDV�EURXJKW� LQ� WR�
FXOWLYDWH�DV�D�FDVK�FURS��6SDLQ�KDG�WKH�PRQRSRO\�RQ�WREDFFR�
DQG�DOO�RI�(XURSH�ZDV�JHWWLQJ�KRRNHG��VR�WKH�9LUJLQLD�&RPSDQ\�
VHQW� (QJOLVKPDQ� -RKQ� 5ROIH� WR� VPXJJOH� WKH� VZHHWHU� VRXWK�
HUQ� YDULHW\� RI� WREDFFR� VHHGV� WKH�6SDQLDUGV�ZHUH� WUDGLQJ� WR�
-DPHVWRZQ��7KLV�QHZ�2ULQRFR�WREDFFR�ORYHG�WKH�VRLO�DQG�FOL�
PDWH�DQG�IRU�WKH�¿UVW�WLPH�WKH�FRORQ\�WKULYHG��WREDFFR�PDGH�
WKH�%ULWLVK�ULFK��ZKLFK�OHG�WR�HYHQ�PRUH�PLJUDWLRQ�DQG�FRORQL�
]DWLRQ��+HPS��IRU�URSHV��ZDV�DOVR�RQH�RI�WKH�RWKHU�PDMRU�FURSV�
WKDW�JUHZ�WKH�FRORQLDO�HFRQRP\��DV�ZHOO�DV�LQGLJR��D�G\H�WKDW�
DFFRXQWHG�IRU�RQH�WKLUG�RI�$PHULFDV�H[SRUWV�DW�RQH�WLPH��/DWHU�
FRWWRQ�EHFDPH�WKH�PDMRU�FURS��QRZ�LW¶V�FRUQ�
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6RPH� RI� WKH� PDMRU� (XURSHDQ� VHWWOHPHQWV� LQFOXGH� 1HZ�
1HWKHUODQG�� D� VHYHQWHHQWK�FHQWXU\� FRORQLDO� SURYLQFH� RI� WKH�
5HSXEOLF� RI� WKH� 6HYHQ� 8QLWHG� 1HWKHUODQGV�� LQ�ZKDW� EHFDPH�
1HZ�<RUN�6WDWH��7KLV�ZDV�D�MRLQW�YHQWXUH�RI�VHYHUDO�UR\DO�IDPL�
OLHV��7KH�FDSLWDO��1HZ�$PVWHUGDP��IRXQGHG�LQ������LV�ORFDWHG�
DW�WKH�VRXWKHUQ�WLS�RI�0DQKDWWDQ��DQG�ZDV�UHQDPHG�1HZ�<RUN�
DIWHU�WKH�(QJOLVK�FDSWXUHG�WKH�FLW\�LQ������DQG�WKHQ�WKH�ZKROH�
VHWWOHPHQW�LQ�������1HZ�6ZHGHQ�ZDV�D�6ZHGLVK�FRORQ\�DORQJ�
WKH�'HODZDUH�5LYHU�9DOOH\�IURP������WR�������,W�ZDV�FHQWHUHG�
DW�)RUW�&KULVWLQD��QRZ�LQ�:LOPLQJWRQ��'HODZDUH��DQG�LW�LQFOXGHG�
WKH� FXUUHQW� VWDWH� RI�'HODZDUH� DQG�SDUWV� RI�1HZ� -HUVH\�DQG�
3HQQV\OYDQLD��1HZ�)UDQFH�ZDV�WKH�DUHD�H[SORUHG�E\�-DFTXHV�
&DUWLHU�LQ������FDOOHG�WKH�6DLQW�/DZUHQFH�5LYHU��$W�LWV�SHDN�LW�
H[WHQGHG�IURP�1RYD�6FRWLD��&DQDGD��WR�WKH�*UHDW�/DNHV��DQG�
GRZQ�WKH�0LVVLVVLSSL�WR�WKH�*XOI�RI�0H[LFR�DQG�/RXLVLDQD��0RVW�
RI�LW�ZDV�ODWHU�SXUFKDVHG�E\�WKH�8QLWHG�6WDWHV�IURP�)UDQFH�LQ�
WKH�/RXLVLDQD�3XUFKDVH�������������

3LOJULPV� IURP� VPDOO� 3URWHVWDQW� VHFWV� LQ� (QJODQG� DQG� WKH�
1HWKHUODQGV� VHW� XS� FRORQLHV�� EHJLQQLQJ� ZLWK� WKH� 0D\ÀRZHU�
ODQGLQJ�DW�3O\PRXWK�LQ�������*HUPDQ�LPPLJUDQWV�FDPH�LQWR�
3HQQV\OYDQLD��'HODZDUH��1HZ�-HUVH\��DQG�1HZ�<RUN��DQG�WKH�
,ULVK�VHWWOHG�WKHUH��WRR��%\�WKH�HQG�RI�WKH�FRORQLDO�SHULRG�WKHUH�
ZHUH�DERXW��������FRORQLVWV�ZRUNLQJ� IRU� WKHVH�5R\DO�FRUSR�
UDWLRQV�� $IWHU� �����PRVW� LPPLJUDQWV� WR� $PHULFD� DUULYHG� DV�
LQGHQWXUHG�VHUYDQWV��PRVWO\�\RXQJ�XQPDUULHG�PHQ�DQG�ZRPHQ�
VHHNLQJ�D�QHZ�OLIH��WKH�%ULWLVK�VKLSSHG�RYHU��������FRQYLFWV�WR�
VHUYH�DV�FKHDS�ODERU�WR�ZRUN�WKH�WREDFFR�IDUPV��+RZHYHU��WKH�
SHRSOH�ZHUH�WUHDWHG�YHU\�SRRUO\��VR�DIWHU�%DFRQ¶V�5HEHOOLRQ�LQ�
������WKH�%ULWLVK�EHJDQ�LPSRUWLQJ�$IULFDQ�VODYHV�LQVWHDG�

8QOLNH� (XURSH�� ZKHUH� DULVWRFUDWLF� IDPLOLHV�� WKH� EDQNHUV� DQG�
FKXUFK�ZHUH�LQ�FRQWURO��WKH�$PHULFDQ�SROLWLFDO�FXOWXUH�ZDV�RSHQ�
WR�YDU\LQJ�HFRQRPLF��VRFLDO��DQG�UHOLJLRXV�LQWHUHVWV��LW�ZDV�WKH�
$JH�RI�(QOLJKWHQPHQW��DQG�WKH�FLWL]HQV�ZDQWHG�WR�FUHDWH�D�EHW�
WHU�ZRUOG�LQVSLUHG�E\�WKH�ZULWHUV�/RFNH��+XPH��DQG�ODWHU�3DLQH¶V�
YLVLRQV�RI�D�PRUH�XWRSLDQ�VRFLHW\²DQ�HQOLJKWHQHG�ZRUOG��0DQ\�
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ZHUH�)UHHPDVRQV��VKDULQJ�WKH�JRDO�RI�D�XQLYHUVDO�EURWKHUKRRG�
RI�PDQ��7KH\�UHSUHVHQWHG�5HSXEOLFDQLVP��ZKLFK�VWUHVVHG�HTXDO�
ULJKWV�� YLUWXRXV� FLWL]HQV�� DQG� WKH� HYLOV� RI� DULVWRFUDF\�� OX[XU\��
DQG�FRUUXSWLRQ��+RZHYHU��WKH�FRORQLVWV�ZHUH�VWLOO�VXEMHFWV�RI�WKH�
NLQJ�DQG�PDQ\�ZHUH�LQ�GHEW�WR�WKH�FRPSDQLHV�ZKR�KDG�ULJKWV�
WR� WKHLU� ODERU�DQG�WKH�QDWLRQ¶V�QDWXUDO� UHVRXUFHV�� ,Q�DGGLWLRQ�
WR�D�UDSLG�JURZWK�LQ�H[SRUWV�RI�DJULFXOWXUH�DQG�PDQXIDFWXULQJ��
WKH�FRORQLHV�DOVR�FUHDWHG�D�PDUNHW�IRU�%ULWLVK�JRRGV�LQ�1RUWK�
$PHULFD��DQG�%ULWLVK�H[SRUWV�WR�$PHULFD�LQFUHDVHG�����SHUFHQW�
IURP������WR�������FUHDWLQJ�WUHPHQGRXV�ZHDOWK�

'XULQJ�WKH�¿UVW�KDOI�RI�WKH�����V�WKH�3DUOLDPHQW�DQG�NLQJ�ZHUH�
SUHRFFXSLHG�ZLWK�ZDUV�LQ�(XURSH�DQG�OHW�WKH�FRORQLHV�JRYHUQ�
WKHPVHOYHV��6WDWHV�LVVXHG�WKHLU�RZQ�QRQLQWHUHVW�EHDULQJ�FXU�
UHQF\�FDOOHG�FRORQLDO�VFULSW��ZKLFK�ZDV�SULQWHG�LQ�WKH�DPRXQWV�
QHHGHG�IRU�WUDGH��$W�WKLV�WLPH�WKHUH�ZDV�QR�IUDFWLRQDOL]HG�OHQG�
LQJ�DQG�QR�QDWLRQDO�GHEW�ZDV�LQFXUUHG�WR�FUHDWH�RXU�FXUUHQF\��
'XULQJ� WKLV� WLPH� WKH� FRORQLHV� WKULYHG� OLNH�QHYHU�EHIRUH��DQG�
LW�JRW� WKH�DWWHQWLRQ�RI� WKH�NLQJ�DQG� WKH�EDQNHUV�ZKR�EHJDQ�
OHY\LQJ�WD[HV�DQG�UHTXLUHG�WKH�FRORQLHV�WR�XVH�RQO\�%ULWLVK�FXU�
UHQF\�DQG�(XURSHDQ�EDQNLQJ��$�VHULHV�RI�PHDVXUHV�ZHUH�WDNHQ�
WKDW�FKDQJHG�WKH�FRXUVH�RI�KLVWRU\��VXFK�DV�

&XUUHQF\�$FW�������

6XJDU�$FW�������

6WDPS�$FW�������

)LUVW�4XDUWHULQJ�$FW�������

'HFODUDWRU\�$FW�������

7RZQVKHQG�5HYHQXH�$FW�������

7HD�$FW�������

7KH�,QWROHUDEOH�$FWV�������

3URKLELWRU\�$FW�������
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%\�WKH�PLGGOH�RI�WKH�HLJKWHHQWK�FHQWXU\�WKH�ZKROH�ZD\�RI�OLIH�
ZDV�FKDQJLQJ�DV�HDFK�JHQHUDWLRQ�QHDUO\�GRXEOHG�WKH�SRSXOD�
WLRQ�IURP���������LQ������WR���������LQ�������DQG���������
E\�������/DQG�KROGLQJV�ZHUH�EHFRPLQJ�VFDUFH��VR�XSFRPLQJ�
JHQHUDWLRQV�HLWKHU� WUDYHOHG� LQWR� WKH� IURQWLHUV�RU�ZHQW� WR� WKH�
FLWLHV�IRU�ZRUN��7D[HV�SODFHG�D�KHDY\�EXUGHQ�RQ�WKH�FRORQLVWV�
EXW�KDYLQJ�WKHLU�FXUUHQF\�HOLPLQDWHG�DQG�EHLQJ�IRUFHG�WR�XVH�
WKH�%DQN�RI�(QJODQG¶V�V\VWHP�RI�GHEW�FDXVHG�WKHP�WR�JR�KHDY�
LO\�LQWR�GHEW��8QLWHG�6WDWHV�IRXQGLQJ�IDWKHU�%HQMDPLQ�)UDQNOLQ�
VDLG�LQ�KLV�DXWRELRJUDSK\�

7KH�FRORQLHV�ZRXOG�JODGO\�KDYH�ERUQH�WKH�OLWWOH�WD[�RQ�
WHD� DQG� RWKHU�PDWWHUV�� KDG� LW� QRW� EHHQ� WKDW� (QJODQG�
WRRN�DZD\�IURP�WKH�FRORQLHV�WKHLU�PRQH\��ZKLFK�FUHDWHG�
XQHPSOR\PHQW�DQG�GLVVDWLVIDFWLRQ�

)UDQNOLQ�ZDV�DJDLQVW� GHEW�EDVHG�¿QDQFLQJ� OLNH�ZH�XVH�QRZ��
DQG�KH�JRHV�RQ�WR�PDNH�D�YHU\�LPSRUWDQW�SRLQW�WKDW�LV�NH\�WR�
RXU�GLVFXVVLRQ�

7KH�LQDELOLW\�RI�WKH�FRORQLVWV�WR�JHW�SRZHU�WR�LVVXH�WKHLU�
RZQ�PRQH\�SHUPDQHQWO\�RXW�RI�WKH�KDQGV�RI�*HRUJH�,,,�
DQG�WKH�LQWHUQDWLRQDO�EDQNHUV�ZDV�WKH�SULPH�UHDVRQ�IRU�
WKH�UHYROXWLRQDU\�ZDU�

$IWHU� WKH�(XURSHDQ�V\VWHP�RI�EDQNLQJ�ZDV� IRLVWHG�XSRQ�WKH�
$PHULFDQV��%HQMDPLQ�)UDQNOLQ�VDLG�

,Q�RQH�\HDU��WKH�FRQGLWLRQV�ZHUH�VR�UHYHUVHG�WKDW�DQ�HUD�
RI�SURVSHULW\�HQGHG��DQG�D�GHSUHVVLRQ�VHW�LQ��WR�VXFK�DQ�
H[WHQW�WKDW�WKH�VWUHHWV�RI�WKH�FRORQLHV�ZHUH�¿OOHG�ZLWK�
XQHPSOR\HG�

'XULQJ� WKH�$PHULFDQ�5HYROXWLRQ� WKH� FRORQLHV� EHJDQ� LVVX�
LQJ�QRQLQWHUHVW�EHDULQJ�SDSHU�PRQH\�DJDLQ�DW�WKH�UHTXHVW�RI�
*HRUJH� :DVKLQJWRQ�� 7KH� &RQWLQHQWDO� &RQJUHVV� DOVR� LVVXHG�
SDSHU�PRQH\�FDOOHG�&RQWLQHQWDO�FXUUHQF\�WR�SD\� IRU�PLOLWDU\�
H[SHQVHV��EXW�WKLV�WLPH�WKH\�GLG�QRW�UHJXODWH�WKH�DPRXQW�RI�
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FXUUHQF\�EHLQJ�LVVXHG��DQG�LW�UDSLGO\�GHSUHFLDWHG��7R�DGGUHVV�
WKHVH�FRQFHUQV�WKH�8QLWHG�6WDWHV�&RQVWLWXWLRQ��UDWL¿HG�LQ�������
GHQLHG� LQGLYLGXDO� VWDWHV� WKH� ULJKW� WR� FRLQ� DQG� SULQW� PRQH\��
ZKLFK�OHW�LW�XS�WR�WKH�IHGHUDO�JRYHUQPHQW�WR�LVVXH�FXUUHQF\�

:KHQ�%HQMDPLQ�)UDQNOLQ�ZDV�DVNHG� WR�ZKDW�DFFRXQW�GLG�KH�
DWWULEXWH�WKH�FRORQLHV�JUHDW�SURVSHULW\��EHIRUH�XVLQJ�WKH�%DQN�
RI�(QJODQG�DQG�WKHLU�GHEW�EDVHG�FHQWUDO�EDQNLQJ��KH�UHSOLHG�

7KDW�LV�VLPSOH��,Q�WKH�&RORQLHV�ZH�LVVXH�RXU�RZQ�PRQH\��
,W¶V� FDOOHG� &RORQLDO� 6FULSW�� :H� LVVXH� LW� LQ� SURSHU� SUR�
SRUWLRQ�WR�WKH�GHPDQGV�RI�WUDGH�DQG�LQGXVWU\�WR�PDNH�
WKH�SURGXFWV�SDVV�HDVLO\�IURP�WKH�SURGXFHUV�WR�WKH�FRQ�
VXPHUV��,Q�WKLV�PDQQHU��FUHDWLQJ�IRU�RXUVHOYHV�RXU�RZQ�
SDSHU�PRQH\��ZH�FRQWURO�LWV�SXUFKDVLQJ�SRZHU��DQG�ZH�
KDYH�QR�LQWHUHVW�WR�SD\�WR�QR�RQH�

The First Central Banks in America

,Q������ WKH�%DQN�RI�1RUWK�$PHULFD�� D�SULYDWH�EDQN��ZDV�
FKDUWHG� E\� WKH� &RQJUHVV� DW� WKH� XUJLQJ� RI� 5REHUW� 0RUULV��
$OH[DQGHU�+DPLOWRQ�� DQG� 7KRPDV�:LOLQJ�� 5REHUW�0RUULV� KDG�
VHUYHG�DQ�DSSUHQWLFHVKLS�ZLWK�WKH�3KLODGHOSKLD�EDQNHU�DQG�PHU�
FKDQW�&KDUOHV�:LOLQJ��%DQNLQJ�IDPLO\�IURP�%ULVWRO��(QJODQG���
DQG�ODWHU�FUHDWHG�:LOLQJ��0RUULV��	�&RPSDQ\��ZKLFK�LPSRUWHG�
DQG� VROG� VODYHV�� 0RUULV� URVH� WR� EHFRPH� VXSHULQWHQGHQW� RI�
¿QDQFH�RI�WKH�8QLWHG�6WDWHV�IURP������WR�������,Q������WKH�
8QLWHG�6WDWHV�ZDV�LQ�D�FULVLV��WKH�7UHDVXU\�ZDV�����PLOOLRQ�LQ�
GHEW�EHFDXVH�RI�(QJOLVK�GHEW�EDVHG�EDQNLQJ��DQG�WKHQ�SXEOLF�
FUHGLW�FROODSVHG�DV�WKH�EDQNHUV�KDG�ZLWKGUDZQ�PRQH\�IURP�WKH�
HFRQRP\��7KUHH�GD\V�ODWHU�0RUULV�SURSRVHG�WKH�HVWDEOLVKPHQW�
RI�D�FHQWUDO�EDQN��7KLV�EDQN�ZDV�IXQGHG�LQ�SDUW�WKURXJK�ORDQV�
0RUULV�KDG�REWDLQHG�IURP�WKH�LQWHUQDWLRQDO�EDQNHUV�LQ�)UDQFH�
LQ�������7KH� LQLWLDO� UROH�RI� WKH�EDQN�ZDV� WR�¿QDQFH�WKH�ZDU�
DJDLQVW�%ULWDLQ��EXW�WKH�EDQN�ZDV�FUHDWHG�EHKLQG�FORVHG�GRRUV�
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DQG�ZKHQ�WKH�SXEOLF�IRXQG�RXW�WKH\�ZHUH�DQJU\��7KH�%DQN�RI�
1RUWK�$PHULFD�ZDV�YHU\�PXFK�RSSRVHG�E\�7KRPDV�-HIIHUVRQ�
DQG�WKH�-HIIHUVRQLDQ�FDPS��VR�LQ������ZKHQ�7KRPDV�-HIIHUVRQ�
EHFDPH�SUHVLGHQW� WKH�EDQN¶V� FKDUWHU�ZDV�QRW� UHQHZHG��DQG�
WKH�FRORQLHV�EHJDQ�WR�SURVSHU�DJDLQ�

6L[�\HDUV� ODWHU�$OH[DQGHU�+DPLOWRQ��ZKR�KDG�EHFRPH�VHFUH�
WDU\�RI�WKH�WUHDVXU\��SURSRVHG�DQRWKHU�(XURSHDQ�W\SH�FHQWUDO�
EDQN�FDOOHG�WKH�)LUVW�%DQN�RI�WKH�8QLWHG�6WDWHV��ZKLFK�KDG�
HVVHQWLDOO\� WKH�VDPH�FKDUWHU�DV� WKH�%DQN�RI�1RUWK�$PHULFD��
ZKLFK�SUHFHGHG�LW��*RYHUQRU�0RUULV��ZKR�ZDV�KHDG�RI�WKH�FRP�
PLWWHH�IRU�WKH�&RQVWLWXWLRQ��ZURWH�LQ�D�OHWWHU�WR�-DPHV�0DGLVRQ�
FRPPHQWLQJ�RQ�WKH�SURSRVHG�EDQNLQJ�V\VWHP�LQ�-XO\������

7KH� ULFK� ZLOO� VWULYH� WR� HVWDEOLVK� WKHLU� GRPLQLRQ� DQG�
HQVODYH�WKH�UHVW��7KH\�DOZD\V�GLG�DQG�DOZD\V�ZLOO�

$OH[DQGHU� +DPLOWRQ� ZDV� D� VWXGHQW� RI� WKH� )UHQFK� ¿QDQFH�
PLQLVWHU� -DFTXHV�1HFNHU��1HFNHU�DSSUHQWLFHG� LQ������DW� WKH�
EDQN�RI�,VDDF�9HUQHW��D�SURPLQHQW�-HZLVK�EDQNHU�LQ�3DULV�DQG�
SDUWQHU�ZLWK�WKH�5RWKVFKLOG�V\QGLFDWH��+DPLOWRQ�DOVR�VWXGLHG�
ZLWK�%ULWDLQ¶V�FKDQFHOORU�RI�WKH�H[FKHTXHU��WUHDVXUHU��5REHUW�
:DOSROH��8QGHU�:DOSROH�WKH�UHVWULFWLRQV�RQ�EDQNLQJ�ZHUH�OLIWHG�
DQG�D�ZDYH�RI�VSHFXODWLRQ�OHG�WR�DQRWKHU�FUHGLW�FULVHV�

7KH�6RXWK�6HD�%XEEOH�LQ������ZDV�WKH�UHVXOW�RI�GHEW�FUH�
DWHG�IRU�WKH�FRVWV�RI�WKH�:DU�RI�WKH�6SDQLVK�6XFFHVVLRQ��ZKLFK�
FDXVHG�WKH�EDQNHUV�WR�UHVWULFW�WKH�PRQH\�VXSSO\�DJDLQ�DQG�WKH�
HFRQRP\�EHJDQ�WR�FROODSVH��7KH�%DQN�RI�(QJODQG�ZDV�DEOH�WR�
UHFHLYH�¿QDQFLDO�DVVLVWDQFH�IURP�WKH�5RWKVFKLOG�FDUWHO��ZKLFK�
HQGHG� XS� JDLQLQJ�PRUH� RZQHUVKLS� DQG� FRQWURO� RI� WKH� %DQN�
RI�(QJODQG��ZKLFK�LQ�WXUQ�ZDV�OREE\LQJ�IRU�D�FHQWUDO�EDQN�LQ�
$PHULFD��7KH�VDPH�\HDU�WKH�)LUVW�%DQN�RI�WKH�8QLWHG�6WDWHV�
RSHQHG��$PVKHOO�5RWKVFKLOG�ZDV�TXRWHG�DV�VD\LQJ�

*LYH�PH� LVVXH�DQG�FRQWURO�RI�D�QDWLRQ¶V�PRQH\��DQG�,�
FDUH�QRW�ZKR�ZULWHV�WKH�ODZV�
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:DOSROH�ZRUNHG�FORVHO\�ZLWK�WKH�5RWKVFKLOGV�WR�UHVWUXFWXUH�WKH�
GHEW�RI�WKH�%DQN�RI�(QJODQG��DQG�WKLV�DOOLDQFH�EHWZHHQ�EDQNHUV�
DQG�JRYHUQPHQW�KDV�FRQWLQXHG�WR�WKLV�GD\��,Q�WKLV�VDPH�\HDU�
D�SULYDWH� FHQWUDO� EDQN�� WKH�)LUVW�%DQN�RI� WKH�8QLWHG�6WDWHV��
EHJDQ�FRQWUROOLQJ�WKH�LVVXDQFH�RI�WKH�QDWLRQ¶V�FXUUHQF\��7KLV�
SODQ�ZDV�SXW�IRUZDUG�E\�+DPLOWRQ�DW�WKH�¿UVW�VHVVLRQ�RI�WKH�
¿UVW�&RQJUHVV�WR�IXQG�WKH�%DQN�RI�WKH�8QLWHG�6WDWHV�WKURXJK�
WKH�VDOH�RI�����PLOOLRQ�RI�VWRFN��ZKHUH�WKH�8QLWHG�6WDWHV�JRY�
HUQPHQW�SXW�XS����PLOOLRQ��DQG�WKH�UHVW�ZRXOG�EH�SODFHG�E\�
SULYDWH�LQYHVWRUV��LQFOXGLQJ�EDQNHUV�IURP�/RQGRQ�DQG�)UDQFH��
+RZHYHU��WKH�8QLWHG�6WDWHV�JRYHUQPHQW�GLG�QRW�KDYH�WKH����
PLOOLRQ��VR�WKH\�KDG�WR�ERUURZ�PXFK�RI�WKH�PRQH\�WR�FDSLWDOL]H�
WKH�EDQN��0XFK�RI�WKH�SULYDWH�LQYHVWPHQW�FDPH�IURP�%ULWLVK�
DQG�)UHQFK�EDQNHUV��ZKLFK�DW�WKLV�WLPH�ZHUH�ERWK�LQWULFDWHO\�
LQYROYHG�ZLWK�WKH�5RWKVFKLOG�FDUWHO�

0RUHRYHU�� WKH� &RQJUHVV� ZDV� FRQFHUQHG� DERXW� WKH� DFFXPX�
ODWLRQ� RI� LQWHUHVW� RQ� WKH� GHEW�� VR� +DPLOWRQ� UHSHDWHGO\� DQG�
VWURQJO\�SURPRWHG�WKH�LGHD�RI�LQFUHDVLQJ�WKH�GXW\�RQ�LPSRUWHG�
VSLULWV�DQG�UDLVLQJ�WKH�H[FLVH�WD[�RQ�GRPHVWLFDOO\�GLVWLOOHG�VSLU�
LWV��7KH�SULPDU\�FKRLFH�RI�VSLULW�IRU�$PHULFDQV�DW�WKH�WLPH�ZDV�
KDUG�FLGHU�RU�ZKLVNH\��7KLV�LGHD�ZDV�YLROHQWO\�RSSRVHG�E\�WKH�
$PHULFDQ�SHRSOH�DQG�OHG�WR�WKH�:KLVNH\�5HEHOOLRQV�IURP������
������ZKHUH�DUPHG�UHVLVWDQFH�WR�WD[�FROOHFWRUV�EURNH�RXW�LQ�
ZHVWHUQ� 3HQQV\OYDQLD�� ,W� ZDV� WKHVH� HYHQWV� WKDW� OHG� WR� WKH�
FUHDWLRQ�RI�WZR�SROLWLFDO�SDUWLHV��-HIIHUVRQ¶V�5HSXEOLFDQ�3DUW\��
ZKLFK�ZHUH�DJDLQVW�FHQWUDO�EDQNLQJ��DQG�+DPLOWRQ¶V�)HGHUDOLVW�
3DUW\��ZKLFK�VXSSRUWHG�LW�

:KHQ� -HIIHUVRQ� ZDV� HOHFWHG� WKH� WKLUG� SUHVLGHQW�� DIWHU� -RKQ�
$GDPV��LQ�������KH�UHSHDOHG�WKH�ZKLVNH\�WD[�DQG�VHW�RXW�WR�
GHVWUR\� WKH� FHQWUDO� EDQN��$PHULFDQV�ZHUH� FRQFHUQHG� WKDW�D�
FHQWUDO�EDQN�ZRXOG�UHVXOW�LQ�D�³PRQH\�PRQRSRO\´�LQFUHDVLQJ�
LQWHUHVW�UDWHV�DQG�KDUPLQJ�WKH�YHU\�EXVLQHVV�LQWHUHVWV�LW�ZDV�
VXSSRVHG�WR�SURWHFW��DQG�LW�ZDV��VR�WKH�EDQN¶V�FKDUWHU�ZDV�QRW�
UHQHZHG�DQG�WKH�8QLWHG�6WDWHV�EHJDQ�LVVXLQJ�LWV�RZQ�FXUUHQF\�
DJDLQ��DQG�LW�SURVSHUHG��,Q������WKH�EDQN¶V�FKDUWHU�H[SLUHG��
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KRZHYHU��WKLV�XVXUSDWLRQ�RI�WKH�(XURSHDQ�PRQH\OHQGHUV�ZDV�D�
FRQWULEXWLQJ�FDXVH�RI�WKH�%ULWLVK�LQYDVLRQ�DQG�WKH�:DU�RI�������
,W�ZDV�D�ZDU�RI�WKH�FODVVHV²WKH�ULFK�DQG�WKH�FRPPRQ�PDQ��,Q�
WKH�ZRUGV�RI�7KRPDV�-HIIHUVRQ�

,I�WKH�$PHULFDQ�SHRSOH�HYHU�DOORZ�WKH�EDQNV�WR�FRQWURO�
WKH�LVVXDQFH�RI�WKHLU�FXUUHQF\�WKH�EDQNV�DQG�FRUSRUD�
WLRQV�WKDW�JURZ�XS�DURXQG�WKHP�ZLOO�GHSULYH�WKH�SHRSOH�
RI�WKHLU�SURSHUW\��XQWLO�WKHLU�FKLOGUHQ�ZDNH�XS�KRPHOHVV�
RQ�WKH�FRQWLQHQW�WKHLU�IDWKHUV�FRQTXHUHG�

2QH� RI� RXU�PRVW� LPSRUWDQW� IRXQGLQJ� IDWKHUV�PDNHV� LW� YHU\�
FOHDU�KH��DQG�WKH\�FROOHFWLYHO\��ZHUH�DJDLQVW�WKH�FHQWUDO�EDQN�
LQJ�V\VWHP�ZH�KDYH�QRZ��-HIIHUVRQ�KDG�VWXGLHG�WKH�(XURSHDQ�
FHQWUDO� EDQNLQJ� V\VWHP� DQG�ZDV� SDVVLRQDWHO\� DJDLQVW� LW�� ,Q�
D�OHWWHU�WR�6HFUHWDU\�RI�WKH�7UHDVXU\�$OEHUW�&DOODWLQ�LQ�������
7KRPDV�-HIIHUVRQ�ZURWH�

,�EHOLHYH�WKDW�EDQNLQJ�LQVWLWXWLRQV�DUH�PRUH�GDQJHURXV�
WR�RXU� OLEHUWLHV�WKDQ�VWDQGLQJ�DUPLHV��,I� WKH�$PHULFDQ�
SHRSOH�HYHU�DOORZ�SULYDWH�EDQNV�WR�FRQWURO�WKH�LVVXH�RI�
WKHLU�FXUUHQF\��¿UVW�E\�LQÀDWLRQ�DQG�WKHQ�E\�GHÀDWLRQ��
WKH�EDQNV�DQG�FRUSRUDWLRQV�WKDW�JURZ�XS�DURXQG�WKRVH�
EDQNV�ZLOO�GHSULYH�WKH�SHRSOH�RI�DOO�SURSHUW\�

-HIIHUVRQ�WKHQ�ZHQW�IXUWKHU�WR�VD\�

7KH�LVVXLQJ�SRZHU�VKRXOG�EH�WDNHQ�IURP�WKH�EDQNV�DQG�
UHVWRUHG�WR�WKH�SHRSOH�WR�ZKRP�LW�SURSHUO\�EHORQJV�

.QRZLQJ�KH�ZDV�VHWWLQJ�D�SUHFHGHQW�DV�WKH�¿UVW�SUHVLGHQW�RI�WKH�
8QLWHG�6WDWHV��*HRUJH�:DVKLQJWRQ�ZDV�KHVLWDQW�DERXW�VLJQLQJ�
WKH�³EDQN�ELOO´�LQWR�ODZ��:DVKLQJWRQ�DVNHG�IRU�D�ZULWWHQ�RSLQ�
LRQ�IURP�DOO�KLV�FDELQHW�PHPEHUV�DQG�PRVW�SDUWLFXODUO\�IURP�
+DPLOWRQ��7KH�¿UVW�DWWRUQH\�JHQHUDO��(GPXQG�5DQGROSK�IURP�
9LUJLQLD�� IHOW� WKH�ELOO�ZDV�XQFRQVWLWXWLRQDO�� -HIIHUVRQ��VHUYLQJ�
DV�VHFUHWDU\�RI�VWDWH�DW�WKH�WLPH��DOVR�DJUHHG�WKDW�+DPLOWRQ¶V�
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SURSRVDO�ZDV�DJDLQVW�WKH�VSLULW�DQG�OHWWHU�RI�WKH�&RQVWLWXWLRQ��
2QH�RI�WKH�FRPPHQWV�DJDLQVW�-HIIHUVRQ�

>,@Q�D�PDVWHUSLHFH�RI�OHJDO�REIXVFDWLRQ��ZHOO�FDOFXODWHG�WR�
FRQIXVH�WKH�SUHVLGHQW��KH�>-HIIHUVRQ@�DVVHUWHG�WKH�EDQN�
ELOO�YLRODWHG�WKH�ODZV�RI�PRUWPDLQ��DOLHQDJH��IRUIHLWXUH�
DQG� HVFKHDW�� GLVWULEXWLRQ� DQG�PRQRSRO\��:DVKLQJWRQ��
RYHUZKHOPHG�E\�WKH�DUJXPHQWV���VHQW�+DPLOWRQ�FRSLHV�
RI�5DQGROI¶V�DQG�-HIIHUVRQ¶V�RSLQLRQ���LQYLWLQJ�+DPLOWRQ�
LQ�HIIHFW�WR�GHIHQG�WKH�EDQN�LI�KH�FRXOG�

-DPHV�0DGLVRQ�ZDV�DOVR�YHU\�PXFK�DJDLQVW�WKH�IRUPDWLRQ�RI�D�
FHQWUDO�EDQN��+H�FDOOHG�FHQWUDO�EDQNHUV�WKH�PRQH\�FKDQJHUV��
LQ�D�FOHDU�ELEOLFDO�UHIHUHQFH�WR�WKH�WLPH�-HVXV�&KULVW�H[SUHVVHG�
GLVJXVW� DQG�DQJHU� E\� WXUQLQJ�RYHU� WKH� WDEOHV� RI� WKH�PRQH\�
FKDQJHUV��EDQNHUV��ZKR�ZRUNHG�DW�WKH�WHPSOH�LQ�-HUXVDOHP��
0DGLVRQ�VDLG�

+LVWRU\� UHFRUGV� WKDW� WKH� PRQH\FKDQJHUV� KDYH� XVHG�
HYHU\�IRUP�RI�DEXVH��LQWULJXH��GHFHLW��DQG�YLROHQW�PHDQV�
SRVVLEOH� WR� PDLQWDLQ� WKHLU� FRQWURO� RYHU� WKHLU� JRYHUQ�
PHQWV�E\�FRQWUROOLQJ�WKH�PRQH\�DQG�LWV�LVVXDQFH�

:DVKLQJWRQ�UHOXFWDQWO\�VLJQHG�WKH�EDQN�ELOO�LQWR�HIIHFW�LQ������
DQG�WKH�8QLWHG�6WDWHV�ZHQW�UDSLGO\� LQWR�GHEW�RQ�WKH�ORDQV�LW�
ZDV�QRZ�IRUFHG�WR�PDNH��DQG�VR�WKH�&RQJUHVV�GLG�QRW�UHQHZ�
WKH�EDQNV�FKDUWHU�ZKHQ�LW�H[SLUHG�LQ�������,Q�UHVSRQVH�WR�WKH�
HIIHFWV�RI�WKH�)LUVW�%DQN��7KRPDV�-HIIHUVRQ�VDLG�

,�ZLVK� LW�ZHUH�SRVVLEOH� WR�REWDLQ�D�VLQJOH�DPHQGPHQW�
WR�RXU�&RQVWLWXWLRQ�WDNLQJ�IURP�WKH�IHGHUDO�JRYHUQPHQW�
WKHLU�SRZHU�RI�ERUURZLQJ�

$IWHU�WKH�FKDUWHU�IRU�WKH�)LUVW�%DQN�RI�WKH�8QLWHG�6WDWHV�H[SLUHG��
6WHSKHQ� *LUDUG� SXUFKDVHG� PRVW� RI� LWV� VWRFN�� EXLOGLQJ�� DQG�
IXUQLVKLQJV� LQ�3KLODGHOSKLD�DQG�RSHQHG�KLV�RZQ�EDQN��*LUDUG�
%DQN��*LUDUG¶V�%DQN�ZDV�WKH�SULQFLSDO�VRXUFH�RI�JRYHUQPHQW�
FUHGLW�GXULQJ�WKH�:DU�RI�������XQGHUZULWLQJ����SHUFHQW�RI�WKH�
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JRYHUQPHQW�GHEW��HVVHQWLDOO\�VHUYLQJ�DV�KLV�RZQ�SULYDWH�EDQN�
XVLQJ�(XURSHDQ�PRQH\��*LUDUG�EHFDPH�RQH�RI�WKH�ULFKHVW�PHQ�
LQ�$PHULFD�IURP�WKLV�

*LUDUG� DOVR� EHFDPH� D� ODUJH� VWRFNKROGHU� DQG� GLUHFWRU� RI� WKH�
6HFRQG�%DQN�RI�WKH�8QLWHG�6WDWHV��*LUDUG�ZDV�D�VKLS�FDS�
WDLQ�IURP�)UDQFH�ZKR�ZDV�¿QDQFHG�E\�WKH�)UHQFK�5RWKVFKLOG�
FDUWHO��ZKR�SUHVXPDEO\�SXW�XS�WKH�FDSLWDO� IRU�KLV�EDQN��7KH�
*LUDUG�%DQN�PHUJHG�ZLWK�WKH�0HOORQ�%DQN�LQ������DQG�ODWHU�
EHFDPH�D�SDUW�RI�&LWL]HQV�%DQN��$FFRUGLQJ�WR�0LFKDHO�.OHSSHU�
DQG� 5REHUW� *XQWKHU� LQ� WKHLU� ERRN� 7KH�:HDOWK\� ����� *LUDUG�
ZDV�WKH�IRXUWK�ZHDOWKLHVW�$PHULFDQ�RI�DOO�WLPH��EHKLQG�-RKQ�'��
5RFNHIHOOHU��&RUQHOLXV�9DQGHUELOW��DQG�-RKQ�-DFRE�$VWRU�

6R�ZH� FDQ� VHH� WKDW�*HRUJH�:DVKLQJWRQ�� 7KRPDV� -HIIHUVRQ��
%HQMDPLQ� )UDQNOLQ�� DQG� -DPHV�0DGLVRQ�� DORQJ�ZLWK�PRVW� RI�
WKH�RWKHU�IRXQGLQJ�IDWKHUV��ZHUH�DOO�DJDLQVW�WKH�IRUPDWLRQ�RI�
D�FHQWUDO�EDQN��SULYDWHO\�KHOG��WKDW�LVVXHG�WKH�QDWLRQ¶V�PRQH\�
DQG�FKDUJHG�LQWHUHVW��EXW�WKH�SHRSOH�ZKR�GLG�ZDQW�LW�KDG�ORWV�
RI�PRQH\�EHKLQG�WKHP�WR�NHHS�SXVKLQJ�WR�HVWDEOLVK�RQH��DQG�
VR�WKH\�NHSW�OREE\LQJ��7KH�RQO\�SHRSOH�IRU�LW�ZHUH�WKH�EDQNHUV��
DQG�WKRVH�ZKR�UHFHLYH�PRQH\�IURP�EDQNHUV�

6L[�\HDUV�ODWHU�WKH�VDPH�SHRSOH�ZKR�SXVKHG�IRU�WKH�)LUVW�%DQN�
RI� WKH�8QLWHG�6WDWHV�SURSRVHG�D�6HFRQG�%DQN�RI� WKH�8QLWHG�
6WDWHV��$OWKRXJK�WKH�VWRFNKROGHUV�UHPDLQ�D�VHFUHW��ZH�NQRZ�
DW�OHDVW�D�WKLUG�RI�WKH�LQYHVWRUV�ZHUH�IRUHLJQHUV��ZH�DOVR�NQRZ�
WKDW�*LUDUG�ZDV�D�PDMRU�LQYHVWRU��DQG�KLV�PRQH\�FDPH�IURP�
WKH� ,QWHUQDWLRQDO� %DQNHUV�� $FFRUGLQJ� WR� $PHULFDQ� KLVWRULDQ�
$UWKXU�6FKOHVLQJHU��WKH�FRQÀLFW�RYHU�KDYLQJ�D�FHQWUDO�EDQN�ZDV�
EHWZHHQ�WKH�ZHDOWK\�:KLJV�DQG�WKH�ZRUNLQJ�FODVV�GHPRFUDWV��
ZKR�XOWLPDWHO\�DOZD\V�HQG�XS�SD\LQJ�WKH�GHEW�EHLQJ�FUHDWHG��
7KH�JURZWK�RI�YDVW�ZHDOWK�IRU�WKH�IHZ�ZDV�SDLG�E\�WKH�ZRUN�
LQJ�FODVV�LQ�WD[HV�DQG�LQÀDWLRQ��'XULQJ�WKLV�WLPH�WKH�HFRQRP\�
VXIIHUHG�EHFDXVH�RI�WKH�PDVVLYH�GHEW�EHLQJ�FUHDWHG�IURP�WKH�
LQWHUHVW� RQ� JRYHUQPHQW� ORDQV�� VR� OLNH� WKH� )LUVW� %DQN� RI� WKH�
8QLWHG�6WDWHV� WKH�EDQN� IDLOHG� WR�JHW� LWV� FKDUWHU� UHQHZHG�� LW�
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H[LVWHG�IRU�¿YH�PRUH�\HDUV�DV�DQ�RUGLQDU\�EDQN�EHIRUH�JRLQJ�
EDQNUXSW�LQ������

Communism

,Q� ����� UHYROXWLRQDU\� *HUPDQ� SROLWLFDO� WKHRULVW� .DUO� 0DU[�
DQG�)ULHGULFK�(QJHOV�ZURWH�RQH�RI�WKH�ZRUOG¶V�PRVW�SRZHUIXO�
SROLWLFDO�PDQXVFULSWV�FDOOHG�7KH�&RPPXQLVW�0DQLIHVWR��ZKLFK�
RXWOLQHV� WKH� SUHFHSWV� RI� WKH� FRPPXQLVW� SKLORVRSK\�� 0DU[¶V�
SUHPLVH�LV�WKDW�WKHUH�LV�D�FODVV�VWUXJJOH�EHWZHHQ�WKH�ZHDOWK\�
DQG� WKH�ZRUNLQJ� FODVV�� DQG�YLHZV� FDSLWDOLVP�DV� D�PHDQV�RI�
VXEMXJDWLQJ� WKH� ODERULQJ�FODVV�� WKH�VWUXJJOH� IRU� WKH�ZRUNLQJ�
FODVV�WR�EH�UHSUHVHQWHG�IDLUO\�LQ�JRYHUQPHQW�LV�FDOOHG�VRFLDO�
LVP��7RGD\�WKDW�WHUP�UHIHUV�WR�EURDGHU�SRZHUV�RI�JRYHUQPHQW�
DQG�HQWLWOHPHQWV� WR� WD[SD\HUV��0DU[¶V� WKHRULHV� WULHG� WR�FRQ�
WURO�WKH�HFRQRP\�WKURXJK�WKH�VWDWH��DQG�WKH�¿IWK�SODQN�RI�KLV�
&RPPXQLVW�0DQLIHVWR�LV�IRU�WKH�FHQWUDOL]DWLRQ�RI�FUHGLW�LQ�WKH�
KDQGV�RI�WKH�VWDWH��E\�PHDQV�RI�D�FHQWUDO�EDQN�WKDW�KDV�H[FOX�
VLYH�PRQRSRO\�SRZHU�RYHU�WKH�FUHDWLRQ�RI�FXUUHQF\�DQG�FUHGLW�

7KH�PRQRSRO\� RI�PRQH\� LV� D� FRPPXQLVW� LGHD�� DQG� WKH� IUHH�
PDUNHW� LV� WRWDOO\� DJDLQVW� VXFK� PRQRSROLHV�� &HQWUDOL]HG� DQG�
XQTXHVWLRQHG� FRQWURO� LV� DOVR� D� FRPPXQLVW� LGHD�� $PHULFDQV�
KDYH�DOZD\V�UHVLVWHG�PRQRSROLHV��HVSHFLDOO\�RYHU�PRQH\�DQG�
FUHGLW��RQH�SUHVLGHQW�DIWHU�DQRWKHU�LV�¿JKWLQJ�DJDLQVW�LW�

President Jackson and No Bank

$QGUHZ� -DFNVRQ� ������������� WKH� VHYHQWK� SUHVLGHQW� RI� WKH�
8QLWHG�6WDWHV��ZDV� WKH� ODVW� SUHVLGHQW� WR�KDYH� IRXJKW� LQ� WKH�
5HYROXWLRQDU\�:DU��DW� WKLUWHHQ�KH�VHUYHG�DV�D�FRXULHU���DQG�
EHFDPH�IDPRXV�IRU�FRPPDQGLQJ�WKH�DWWDFN�DJDLQVW�WKH�%ULWLVK�
DUP\� LQ� WKH� %DWWOH� RI� 1HZ�2UOHDQV� GXULQJ� WKH�:DU� RI� �����
DQG�ZLQQLQJ��.QRZQ�DV�2OG�+LFNRU\��-DFNVRQ�ZDV�D�¿JKWHU��LQ�
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DGGLWLRQ�WR�¿JKWLQJ�WKH�5HYROXWLRQDU\�:DU��DQG�WKH�:DU�RI������
DQG� DJDLQ� LQ� WKH� )LUVW� 6HPLQROH�:DU�� ¿JKWLQJ� WKH� 6HPLQROH�
DQG�&UHHN�,QGLDQV�LQ�*HRUJLD�DQG�6SDQLVK�)ORULGD��DQG�WKHQ�LQ�
WKH�&RQJUHVV�DV�D�VHQDWRU�IRU�WKH�VWDWH�RI�7HQQHVVHH��%XW�KLV�
ELJJHVW�EDWWOH��E\�KLV�RZQ�DFFRXQW��ZDV�WR�SXW�DQ�HQG�WR�WKH�
(XURSHDQ�VW\OHG�FHQWUDO�EDQN�LQ�$PHULFD��-DFNVRQ�ZDV�GHWHU�
PLQHG�WR�NLOO�WKH�EDQN��VWDWLQJ�

0RUH� WKDQ� HLJKW�PLOOLRQ� RI� WKH� VWRFN� RI� WKLV� EDQN� DUH�
KHOG� E\� IRUHLJQHUV���,V� WKHUH� QR� GDQJHU� WR� RXU� OLEHUW\�
DQG� LQGHSHQGHQFH� LQ�D�EDQN�WKDW� LQ� LWV�QDWXUH�KDV�VR�
OLWWOH�WR�ELQG�LW�WR�RXU�FRXQWU\"

-DFNVRQ� UDQ� IRU� SUHVLGHQW� ZLWK� WKH� VORJDQ� -DFNVRQ� DQG� QR�
EDQN��$IWHU�EHLQJ�HOHFWHG�KH�GLG�QRW�UHQHZ�WKH�FKDUWHU�IRU�WKH�
EDQN�� DQG� $PHULFD� H[SHULHQFHG� RQH� RI� LWV�PRVW� SURVSHURXV�
HUDV��,Q�������-DFNVRQ�PDQDJHG�WR�UHGXFH�WKH�IHGHUDO�GHEW�WR�
RQO\�������������WKH�ORZHVW�LW�KDG�EHHQ�VLQFH�������%\�LPSOH�
PHQWLQJ�D�WDULII�DQG�WHUP�OLPLWV�RQ�HOHFWHG�RI¿FLDOV�KH�UHPDLQV�
WKH�RQO\�SUHVLGHQW�WR�SD\�RII�WKH�QDWLRQDO�GHEW��KH�DOVR�FDP�
SDLJQHG� WR� DEROLVK� WKH� (OHFWRUDO� &ROOHJH��ZKLFK� LV� SROLWLFDOO\�
PDQLSXODWHG��LQ�IDYRU�RI�D�RQH�SHUVRQ��RQH�YRWH�V\VWHP�

,Q�3UHVLGHQW�-DFNVRQ¶V�YHWR�PHVVDJH�KH�VWDWHV�KLV�UHDVRQV�IRU�
DEROLVKLQJ�WKH�FHQWUDO�EDQN�

,W�FRQFHQWUDWHG�WKH�QDWLRQ¶V�¿QDQFLDO�VWUHQJWK�LQ�D�VLQ�
JOH�LQVWLWXWLRQ

,W�H[SRVHG�WKH�JRYHUQPHQW�WR�FRQWURO�E\�IRUHLJQ�LQWHUHVWV

,W�VHUYHG�PDLQO\�WR�PDNH�WKH�ULFK�ULFKHU

,W�H[HUFLVHG�WRR�PXFK�FRQWURO�RYHU�PHPEHUV�RI�&RQJUHVV

,W�IDYRUHG�QRUWKHDVWHUQ�VWDWHV�RYHU�VRXWKHUQ�DQG�ZHVW�
HUQ�VWDWHV

$�IHZ�VHOHFW�IDPLOLHV�FRQWUROOHG�LW�
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,W�KDG�D�ORQJ�KLVWRU\�RI�LQVWLJDWLQJ�ZDUV�EHWZHHQ�QDWLRQV��
IRUFLQJ�WKHP�WR�ERUURZ�IXQGLQJ�WR�SD\�IRU�WKHP�

$IWHU�-DFNVRQ¶V�UHHOHFWLRQ�KH�RUGHUHG�WKH�QDWLRQ¶V�JROG�UHVHUYHV�
WR�EH�PRYHG�IURP�WKH�6HFRQG�%DQN�RI�WKH�8QLWHG�6WDWHV��WKH�
FHQWUDO� EDQN�� WR� WKH� SULPDU\� VWDWH� EDQNV�� )LUVW� KH� RUGHUHG�
/RXLV�0F/DQH��VHFUHWDU\�RI�WKH�WUHDVXU\��WR�PRYH�WKH�JROG�EXW�
0F/DQH�UHIXVHG�EHFDXVH�KH�ZDV�D�SDUW�RI�WKH�EDQN�V\QGLFDWH��
6R�KH�¿UHG�0F/DQH�DQG�RUGHUHG�WKH�DVVLVWDQW�VHFUHWDU\�RI�WKH�
WUHDVXU\�ZKR�EHFDPH�7UHDVXU\�6HFUHWDU\��:LOOLDP�-��'XDQH��
ZKR�DOVR�UHIXVHG�DQG�ZDV�VXEVHTXHQWO\�¿UHG��DQG�VR�-DFNVRQ�
KLUHG�5RJHU�%��7DQH\�IRU�WKH�MRE��7DQH\�¿QDOO\�FRPSOLHG��7ZR�
EDQNHUV�UHIXVHG�WKH�SUHVLGHQW�RI�WKH�8QLWHG�6WDWHV²WKDW¶V�KRZ�
SRZHUIXO� WKH�EDQNLQJ�V\QGLFDWH�ZDV�HYHQ� WKHQ��7KH�6HFRQG�
%DQN�RI�WKH�8QLWHG�6WDWHV�ZDV�UXQ�E\�1LFKRODV�%LGGOH�DW�WKDW�
WLPH��DQG�KH�IRXJKW�KDUG�WR�NHHS�KLV�EDQN��+H�RSSRVHG�-DFNVRQ�
DQG�WKUHDWHQHG�D�GHSUHVVLRQ�LI�WKH�EDQN�ZDV�QRW�UHFKDUWHUHG��
VWDWLQJ�

,I� WKLV� ZRUWK\� SUHVLGHQW� WKLQNV� WKDW� EHFDXVH� KH� KDV�
VFDOSHG�,QGLDQV�DQG�LPSULVRQHG�MXGJHV�KH�LV�WR�KDYH�KLV�
ZD\�ZLWK�WKH�EDQN�KH�LV�PLVWDNHQ�

,Q�RUGHU�WR�SXW�SUHVVXUH�RQ�WKH�&RQJUHVV�WR�NHHS�FRQWURO�RI�WKH�
EDQN�DQG�8�6��PRQH\�VXSSO\��WKH�EDQN�UHVWULFWHG�WKH�PRQH\�
VXSSO\�DQG�PDGH�WKUHDWV�FDXVLQJ�WKH�3DQLF�RI�������DQG�WKHQ�
%LGGOH�HYHQ�KDG�WKH�DXGDFLW\�WR�UHIXVH�WR�VKRZ�WKH�DFFRXQWLQJ�
ERRNV�RI� WKH�&HQWUDO�%DQN� WR� WKH�&RQJUHVV�� ,Q�%LGGOH¶V�RZQ�
ZRUGV�

1RWKLQJ� EXW� ZLGHVSUHDG� VXIIHULQJ� ZLOO� SURGXFH� DQ\�
HIIHFW� RQ� &RQJUHVV���2XU� RQO\� VDIHW\� LV� LQ� SXUVXLQJ� D�
VWHDG\�FRXUVH�RI�¿UP�UHVWULFWLRQ²DQG�,�KDYH�QR�GRXEW�
WKDW�VXFK�D�FRXUVH�ZLOO�XOWLPDWHO\�OHDG�WR�UHVWRUDWLRQ�RI�
WKH�FXUUHQF\�DQG�UHFKDUWHU�RI�WKH�EDQN�

7KUHH�GD\V�DIWHU�-DFNVRQ¶V�YHWR�WR�HQG�WKH�EDQN��DQ�DVVDVVLQD�
WLRQ�DWWHPSW�ZDV�PDGH�RQ�WKH�SUHVLGHQW��-DFNVRQ��RI�FRXUVH��
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EHOLHYHG�WKH�EDQNHUV�ZHUH�EHKLQG�WKH�DWWHPSW�DQG�WRRN�PXFK�
SOHDVXUH�LQ�NQRZLQJ�WKDW�WKH\�IDLOHG��7KH\�QHYHU�FDXJKW�WKH�
FRQVSLUDWRUV��%LGGOH�ZDV�DUUHVWHG�DQG�FKDUJHG�ZLWK�IUDXG�EXW�
ZDV�ODWHU�DFTXLWWHG��:KHQ�$QGUHZ�-DFNVRQ�ZDV�DVNHG�LQ�WKH�
ODWHU�\HDUV�RI�KLV�OLIH�ZKDW�KLV�PRVW�VLJQL¿FDQW�DFFRPSOLVKPHQW�
ZDV��KH�UHSOLHG��³,�NLOOHG�WKH�EDQN�́

7KH�SHULRG�IROORZLQJ�WKH�IDOO�RI�WKH�6HFRQG�%DQN�RI�WKH�8QLWHG�
6WDWHV�LV�UHIHUUHG�WR�DV�WKH�)UHH�%DQNLQJ�(UD��������������,Q�
WKLV�SHULRG��RQO\�VWDWH�FKDUWHUHG�EDQNV�H[LVWHG��DQG�WKH\�FRXOG�
LVVXH� EDQN� QRWHV� DJDLQVW� VSHFLH� �JROG� DQG� VLOYHU� FRLQV��� DQG�
WKH\�UHJXODWHG�WKHLU�RZQ�UHVHUYH�UHTXLUHPHQWV��LQWHUHVW�UDWHV��
DQG�FDSLWDO�UDWLRV��7KH�UHDO�YDOXH�RI�WKHVH�EDQN�ELOOV�ZDV�RIWHQ�
ORZHU�WKDQ�LWV�IDFH�YDOXH��ZLWK�WKH�¿QDQFLDO�VWUHQJWK�RI�WKH�EDQN�
GHWHUPLQHG�WKH�VL]H�RI�WKH�GLVFRXQW��%\������WKHUH�ZHUH�WZHQW\�
IRXU� FKDUWHUHG� EDQNV� LQ� WKH� 8QLWHG� 6WDWHV�� 7KLV� XQUHJXODWHG�
PDUNHW� OHG�WR�ZKDW�ZDV�FDOOHG�:LOGFDW�%DQNLQJ��ZKLFK�FUH�
DWHG�LQÀDWLRQ��WRR�PDQ\�EDQNV�ZHUH�FUHDWLQJ�WRR�PDQ\�QRWHV��
WKH�FXUUHQF\�ZDVQ¶W�EHLQJ�UHJXODWHG��7R�KHOS�VWDELOL]H�WKH�EDQN�
LQJ�LQGXVWU\�LQ�1HZ�<RUN��WKH�EDQNV�FDPH�WRJHWKHU�WR�FUHDWH�D�
IRUP�RI�LQVXUDQFH�WKH\�FDOOHG�WKH�1HZ�<RUN�6DIHW\�)XQG��ZKLFK�
SURYLGHG�GHSRVLW�LQVXUDQFH�IRU�PHPEHU�EDQNV�

7KH�\HDUV�DIWHU�-DFNVRQ�DQG�EHIRUH�WKH�&LYLO�:DU�ZHUH�ERRP�
\HDUV� IRU�WKH�8QLWHG�6WDWHV��DOWKRXJK�WKH�EDQNV�DQG�JRYHUQ�
PHQW� ZHUH� KDYLQJ� GLI¿FXOWLHV�PDQDJLQJ� LQÀDWLRQ�� WKH\� SURV�
SHUHG��DQG�HPSOR\PHQW�ZDV�KLJK��7KH�(XURSHDQ�EDQNHUV�DQG�
UR\DOW\� ZHUH� FRQFHUQHG� DERXW� WKH� SURVSHULW\� RI� WKH� 8QLWHG�
6WDWHV�DQG� WKH�SRZHU� WKDW� FRPHV�ZLWK� LW�� VR� WKH\�SORWWHG� WR�
GLYLGH�DQG�FRQTXHU�RXU�QDWLRQ��DQG�WDNH�FRQWURO�RI�WKH�FXUUHQF\�
DQG�FRPPHUFH��2WWR�YRQ�%LVPDUN�������������ZDV�WKH�SULPH�
PLQLVWHU�RI�3UXVVLD��KH�XQL¿HG�WKH�PDQ\�NLQJGRPV�RI�*HUPDQ\�
LQWR�WKH�*HUPDQ�(PSLUH�LQ�������EHFRPLQJ�LWV�¿UVW�FKDQFHOORU��
%LVPDUN�VDW�LQ�WKH�FHQWUDO�VHDW�RI�(XURSHDQ�SRZHU�DW�WKH�WLPH��
([SODLQLQJ�WKH�EDODQFH�RI�SRZHU�JRLQJ�RQ�DW�WKH�WLPH�KH�VDLG�
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7KH�GLYLVLRQ�RI�WKH�8QLWHG�6WDWHV�LQWR�WKH�IHGHUDWLRQV�RI�
HTXDO�IRUFH�ZDV�GHFLGHG�ORQJ�EHIRUH�WKH�&LYLO�:DU�E\�WKH�
KLJK� ¿QDQFLDO� SRZHUV� RI� (XURSH�� 7KHVH� EDQNHUV�ZHUH�
DIUDLG�WKDW�WKH�8QLWHG�6WDWHV��LI�WKH\�UHPDLQHG�DV�RQH�
EORFN�� DQG�DV�RQH�QDWLRQ��ZRXOG� DWWDLQ� HFRQRPLF� DQG�
¿QDQFLDO�LQGHSHQGHQFH��ZKLFK�ZRXOG�XSVHW�WKHLU�¿QDQ�
FLDO�GRPLQDWLRQ�RYHU�WKH�ZRUOG�

Greenbacks

&RQWUDU\�WR�SRSXODU�EHOLHI��WKH�$PHULFDQ�&LYLO�:DU�������������
ZDV� QRW� IRXJKW� RYHU� VODYHU\�� LW� ZDV� IRXJKW� RYHU� WUDGH� DQG�
EDQNLQJ��2QO\�DIWHU�WKH�&LYLO�:DU�ZDV�LQ�IXOO�VZLQJ�GLG�/LQFROQ�
GHFLGH�WR�HPDQFLSDWH�WKH�VODYHV��7KH�&LYLO�:DU�ZDV�H[SHQVLYH��
VR�/LQFROQ�ZHQW�WR�WKH�EDQNV�WR�VHHN�ORDQV�WR�SD\�IRU�JRYHUQ�
PHQW�H[SHQGLWXUHV�DQG�ZDV�RIIHUHG�UDWHV�RI�LQWHUHVW�DW����WR�
���SHUFHQW��+H�VRXJKW�¿QDQFLDO�DGYLFH�IURP�KLV�WUXVWHG�DGYLVHU�
&RORQHO�'LFN�7D\ORU�ZKR�WROG�/LQFROQ�

:K\��/LQFROQ��WKDW¶V�HDV\��-XVW�JHW�&RQJUHVV�WR�SDVV�D�
ELOO�DXWKRUL]LQJ�WKH�SULQWLQJ�RI�IXOO�OHJDO�WHQGHU�WUHDVXU\�
QRWHV���3D\�\RXU�VROGHUV�ZLWK�WKHP�DQG�JR�DKHDG�DQG�
ZLQ�\RXU�ZDU�ZLWK�WKHP��DOVR�

7KH�QRQLQWHUHVW�EHDULQJ�QRWHV�SULQWHG�E\�WKH�7UHDVXU\�DUH�VWLOO�
EDFNHG�E\�WKH�VWUHQJWK�RI�WKH�QDWLRQDO�HFRQRP\�DQG�LWV�JROG�
UHVHUYHV��EXW�LI�WKH�FRXQWU\�VLPSO\�LVVXHV�LWV�RZQ�QRWHV�LW�GRHV�
QRW�KDYH�WR�EH�FKDUJHG�RU�SD\� LQWHUHVW²WKHUH� LV�QR� LQWHUHVW�
RQ�WKH�QDWLRQDO�GHEW�EHFDXVH�WKHUH�LV�QR�GHEW��LI�WKHUH�LV�WRR�
PXFK�PRQH\�LQ�FLUFXODWLRQ�FUHDWLQJ�LQÀDWLRQ��\RX�VLPSO\�WDNH�
VRPH�PRQH\�RXW�RI�FLUFXODWLRQ��,I�WKH�HFRQRP\�VORZV�GRZQ��
\RX�VLPSO\�PDNH�PRQH\�PRUH�DYDLODEOH��<RX�PDQDJH�WKH�ÀRZ�
RI� FXUUHQF\� IRU� VWHDG\� JURZWK�� 7KH� PRQH\� DGGHG� LQWR� WKH�
HFRQRP\�IRU�MREV�IRU�WKH�SHRSOH��QRW�WKH�EDQNHUV�� LQFUHDVHV�
WKH�WD[�EDVH��UHYHQXHV��DQG�SUR¿WV��,W¶V�D�OHYHU��DQG�ZKRHYHU�
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FRQWUROV�WKH�OHYHU�FRQWUROV�WKH�FRXQWU\²DW�OHDVW�DFFRUGLQJ�WR�
PRVW�8QLWHG�6WDWHV�SUHVLGHQWV�

6R�/LQFROQ�WRRN�FRQWURO��DQG�LQ�����������WKH�8QLWHG�6WDWHV�
7UHDVXU\�EHJDQ�LVVXLQJ�LWV�RZQ�FXUUHQF\�DW�QR�LQWHUHVW�WR�WKH�
JRYHUQPHQW�� WKH\� ZHUH� SULQWHG� JUHHQ� RQ� WKH� EDFN²KHQFH�
WKH� QDPH� JUHHQEDFNV�� 7KH� HFRQRP\� SURVSHUHG�� DW� OHDVW� LQ�
WKH�1RUWK��EXW� LQÀDWLRQ�UDQ�KLJK��'XULQJ�WKLV�SHULRG�RI�UDSLG�
HFRQRPLF�H[SDQVLRQ�WKH�HFRQRP\�ZDV�QRW�EDVHG�RQ�WKH�IUDF�
WLRQDOL]HG��GHEW�EDVHG��FDSLWDOLVP²(XURSHDQ�EDQNLQJ²LW�ZDV�
XVLQJ�WKH�$PHULFDQ�EDVHG�V\VWHP�RI�WKH�8�6��7UHDVXU\�FUHDW�
LQJ�WKH�FXUUHQF\�DV� LW�ZDV�QHHGHG��$PHULFD�DOVR� IUHHG� LWVHOI�
IURP�(XURSHDQ�H[SORLWDWLRQ�E\�OLPLWHG�IUHH�WUDGH�DQG�SURYLG�
LQJ�WDULIIV�WR�SURWHFW�$PHULFDQ�LQGXVWU\�DQG�MREV��,Q������WKH�
SUHVLGHQW�H[SODLQHG�KLV�SRVLWLRQ�TXLWH�FOHDUO\�

7KLUW\� \HDUV� RI� SURWHFWLRQ� KDV� EURXJKW� XV� WR� WKH� ¿UVW�
UDQN� LQ�DJULFXOWXUH��PLQLQJ��DQG�PDQXIDFWXULQJ�GHYHO�
RSPHQW��ZH�OHDG�DOO�QDWLRQV�LQ�WKHVH�WKUHH�JUHDW�GHSDUW�
PHQWV�RI�LQGXVWU\��:H�RXWVWULS�HYHQ�WKH�8QLWHG�.LQJGRP�
ZKLFK�KDG�FHQWXULHV�VWDUW�RI�XV��KHU�D�¿VFDO�SROLF\�IRU�
¿IW\� \HDUV� KDV� EHHQ� RI� IUHH� WUDGH� UDWKHU� WKDQ� D� WDU�
LII� SROLF\� RI� WKH� GHPRFUDWV�� RXUV� IRU� WKLUW\� RQH� \HDUV�
WKH�SURWHFWLYH�SROLF\�RI�WKH�5HSXEOLFDQV��7U\�E\�DQ\�WHVW�
PHDVXUH� E\� DQ\� VWDQGDUG�ZH� OHDG� DOO� WKH� UHVW� RI� WKH�
ZRUOG��3URWHFWLRQ�KDV�YLQGLFDWHG�LWVHOI�

7KH�(XURSHDQ�EDQNLQJ� LQGXVWU\�ZDV� OREE\LQJ�KDUG�WR�FUHDWH�
D� (XURSHDQ�EDVHG� FHQWUDO� EDQN� LQ� $PHULFD�� 7KHUH�ZDV� DOVR�
FRQWLQXHG�SUHVVXUH�IRU�WKH�EDQNV�WR�WDNH�FRQWURO�RI�WKH�FXU�
UHQF\�DJDLQ��VR�WKH�&RQJUHVV�SDVVHG�WKH�1DWLRQDO�%DQNLQJ�
$FW�RI������WR�FUHDWH�D�V\VWHP�RI�QDWLRQDO�EDQNV�ZLWK�JUHDWHU�
UHVHUYH� UHTXLUHPHQWV�� FUHDWH� D� XQLIRUP� QDWLRQDO� FXUUHQF\��
DQG�QRZ��WKH�QDWLRQDO�EDQNV�ZHUH�UHTXLUHG�WR�EDFN�XS�WKHLU�
QRWHV�ZLWK�7UHDVXU\�VHFXULWLHV��FUHDWLQJ�QDWLRQDO�GHEW��7KXV��
WKH�(XURSHDQ�GHEW�EDVHG�V\VWHP�ZDV�UHLQWURGXFHG��%\�������
WKHUH�ZHUH�DOUHDG\�������QDWLRQDO�EDQNV�LQ�$PHULFD��DQG�WKH\�
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ZHUH�RIWHQ�FDSLWDOL]HG�ZLWK�(XURSHDQ�EDQNLQJ�PRQH\�DQG�WKH�
JRYHUQPHQW�ORVW�FRQWURO�RI�WKH�HFRQRP\�DJDLQ�

8QLWHG�6WDWHV�VHFUHWDU\�RI�WKH�WUHDVXU\�6DOPRQ�3��&KDVH��ZKR�
RULJLQDOO\�ZDV�IRU�WKH�EDQN�ODPHQWHG�LQ������

0\� DJHQF\�� LQ� SURPRWLQJ� WKH� SDVVDJH� RI� WKH� 1DWLRQDO�
%DQNLQJ�$FW�ZDV�WKH�JUHDWHVW�PLVWDNH�RI�P\�OLIH��,W�KDV�EXLOW�
D�PRQRSRO\�ZKLFK�DIIHFWV�HYHU\�LQWHUHVW�LQ�WKH�FRXQWU\�

/LQFROQ� DQG�&KDVH�ZHUH� JRLQJ� WR� WU\� WR� FKDQJH� WKH� V\VWHP�
DJDLQ� DQG� WDNH� FRQWURO� RYHU� WKH� FXUUHQF\� ZKHQ� 3UHVLGHQW�
/LQFROQ�ZDV�DVVDVVLQDWHG�E\�-RKQ�:LONHV�%RRWK�

(XURSHDQ� QHZVSDSHUV� DW� WKH� WLPH� FODLPHG� WKDW� %RRWK� ZDV�
KLUHG�E\�WKH�LQWHUQDWLRQDO�EDQNHUV�ZKR�GLGQ¶W�ZDQW�WKH�JUHHQ�
EDFNV� WR� FRPH�EDFN�DQG� WDNH� WKHLU�EXVLQHVV�DZD\��EXW� WKDW�
FODLP�ZDV�QHYHU�SURYHQ�

7KH� EDQNV� WKHQ� DJDLQ� SXOOHG� PRQH\� RXW� RI� FLUFXODWLRQ� DQG�
$PHULFD�VDQN�LQWR�DQRWKHU�GHSUHVVLRQ�

7R�JDLQ�DQ�LGHD�RI�KRZ�LW�ZRUNV�ORRN�DW�WKH�IROORZLQJ�WDEOH�

Post Civil War Depression

<HDU� 'ROODUV�LQ�&LUFXODWLRQ� 3HU�&DSLWD

����� �����%LOOLRQ� ������

����� �����%LOOLRQ� ������

7KH�EDQNV�FDOO�LQ�WZR�WKLUGV�RI�DOO�WKH�PRQH\�LQ�FLUFXODWLRQ�DQG�
VWRSSHG�PDNLQJ�ORDQV�GULYLQJ�WKH�HFRQRP\�LQWR�D�GHSUHVVLRQ�

����� �����%LOOLRQ� ������

����� �����%LOOLRQ�� �������
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-DPHV�$��*DU¿HOG��$PHULFD¶V� WZHQWLHWK�SUHVLGHQW��ZDQWHG�WR�
WDNH�WKH�LVVXDQFH�RI�PRQH\�DZD\�IURP�WKH�EDQNHUV�DJDLQ�DQG�
UHWXUQ�WR�WKH�7UHDVXU\�QRWHV��,Q������KH�ZURWH�

:KRHYHU� FRQWUROV� WKH� YROXPH� RI�PRQH\� LQ� DQ\� FRXQ�
WU\�LV�DEVROXWH�PDVWHU�RI�DOO�LQGXVWU\�DQG�FRPPHUFH���
$QG�ZKHQ�\RX�UHDOL]H�WKDW�WKH�HQWLUH�V\VWHP�LV�VR�HDVLO\�
FRQWUROOHG��RQH�ZD\�RU�DQRWKHU��E\�D�IHZ�SRZHUIXO�PHQ�
DW�WKH�WRS��\RX�ZLOO�QRW�KDYH�WR�EH�WROG�KRZ�SHULRGV�RI�
LQÀDWLRQ�DQG�GHSUHVVLRQ�RULJLQDWH��

+H� ZDV� DVVDVVLQDWHG� MXVW� D� IHZ� PRQWKV� DIWHU� PDNLQJ� WKLV�
VWDWHPHQW�

*UHDW� %ULWDLQ¶V� FHQWUDO� EDQN�� WKH� %DQN� RI� (QJODQG�� ZDV� WKH�
FHQWHU�RI�ZRUOG�EDQNLQJ�DW�WKLV�WLPH��DQG�6LU�-RVLDK�6WDPS��D�
%DURQ�DQG�IRUPHU�GLUHFWRU�RI�WKH�%DQN�RI�(QJODQG��H[SODLQHG�
WKH�ZRUOG�SRZHU�SDUDGLJP�DV�IROORZV�

7KH�EDQNHUV�RZQ�WKH�HDUWK��WDNH�LW�DZD\�IURP�WKHP��EXW�
OHDYH� WKHP� WKH�SRZHU� WR� FUHDWH�PRQH\��DQG�ZLWK� WKH�
ÀLFN�RI�D�SHQ�WKH\�ZLOO�FUHDWH�HQRXJK�PRQH\�WR�EX\�LW�
EDFN�DJDLQ��+RZHYHU��WDNH�DZD\�IURP�WKHP�WKH�SRZHU�
WR�FUHDWH�PRQH\��DQG�DOO�WKH�JUHDW�IRUWXQH�OLNH�WKDW�ZLOO�
GLVDSSHDU�DQG� WKH\�RXJKW� WR�GLVDSSHDU�� IRU� WKLV�ZRUOG�
ZRXOG�EH�D�KDSSLHU�DQG�EHWWHU�ZRUOG� WR� OLYH� LQ��%XW� LI�
\RX�ZLVK�WR�UHPDLQ�VODYHV�RI�EDQNHUV�DQG�SD\�WKH�FRVW�
RI�\RXU�RZQ�VODYHU\��OHW�WKHP�FRQWLQXH�WR�FUHDWH�PRQH\�

,Q�D�VWDWHPHQW�E\�WKH�$PHULFDQ�%DQNHUV�$VVRFLDWLRQ�LQ�������
MXVW� D� IHZ�\HDUV� EHIRUH� WKH�*UHDW�'HSUHVVLRQ�� WKLV� LQGXVWU\�
PDGH�SHUIHFWO\�FOHDU� LWV� LQWHQWLRQ�WR�FUHDWH�D�GHSUHVVLRQ��DV�
SULQWHG�LQ�WKH�&RQJUHVVLRQDO�5HFRUG�RI�$SULO����������VWDWHV�LQ�
UHVSRQVH�WR�UHJXODWLRQ�RI�WKH�LQGXVWU\�

2Q�6HSWHPEHU���������ZH�ZLOO�QRW�UHQHZ�RXU�ORDQV�XQGHU�
DQ\�FRQVLGHUDWLRQ��2Q�6HSWHPEHU��VW�ZH�ZLOO�GHPDQG�
RXU�PRQH\���:H�ZLOO�IRUHFORVH�DQG�EHFRPH�PRUWJDJHHV�
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LQ�SRVVHVVLRQ��:H�FDQ�WDNH�WZR�WKLUGV�RI�WKH�IDUPV�ZHVW�
RI�WKH�0LVVLVVLSSL��DQG�WKRXVDQGV�HDVW�RI�WKH�0LVVLVVLSSL��
DW�RXU�RZQ�SULFH���7KHQ� WKH� IDUPHUV�ZLOO�EHFRPH� WHQ�
DQWV�DV�LQ�(QJODQG�

1RZ��UHPHPEHU�WKLV�VWDWHPHQW�ZKHQ�ZH�FRPH�WR�WKH�GLVFXV�
VLRQ�RQ�WKH�*UHDW�'HSUHVVLRQ��ZKLFK�LV�QH[W��EXW�¿UVW�\RX�QHHG�
WR�NQRZ�WKH�NH\�SOD\HUV²$PHULFDQ�UR\DOW\�
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7KH� HLJKWHHQWK� DQG� QLQHWHHQWK� FHQWXULHV� ZHUH� D� SHULRG� RI�
PDVVLYH� FKDQJH� LQ� DJULFXOWXUH�� PDQXIDFWXULQJ�� PLQLQJ�� DQG�
WUDQVSRUWDWLRQ��WKHQ�WHFKQRORJ\�SURIRXQGO\�FKDQJHG�WKH�VRFL�
RHFRQRPLF�DQG�FXOWXUDO� ODQGVFDSH�RI�:HVWHUQ�FLYLOL]DWLRQ�� ,Q�
WKH�WZR�FHQWXULHV�EHJLQQLQJ�LQ������WKH�ZRUOG¶V�DYHUDJH�SHU�
FDSLWD�LQFRPH�LQFUHDVHG�RYHU�WHQIROG��ZKLOH�WKH�ZRUOG¶V�SRSX�
ODWLRQ�LQFUHDVHG�VL[IROG��$�JLDQW�ZRUNLQJ�FODVV�GHYHORSHG��DQG�
WKH�FDUWHOV�RI�(XURSH�FRQTXHUHG�WKH�ZRUOG�HFRQRPLFDOO\�

,Q�WKH�ODWHU�SDUW�RI�WKH�HLJKWHHQWK�FHQWXU\�WKH�GUDIW�DQLPDO��
EDVHG�HFRQRP\�WUDQVLWLRQHG�WR�D�PDFKLQH�EDVHG�PDQXIDFWXU�
LQJ�HFRQRP\��PHFKDQL]DWLRQ�ZDV�DIIHFWLQJ�WKH�WH[WLOH�LQGXVWU\�
DQG�WKH�LURQ�DQG�VWHHO�LQGXVWULHV��WUDGH�ZDV�EHLQJ�H[SDQGHG�
E\� WKH� LQWURGXFWLRQ�RI�FDQDOV�� LPSURYHG� URDGV�DQG�UDLOZD\V��
WKH�LQWURGXFWLRQ�RI�VWHDP�SRZHU��HQJLQHV��DQG�WKHQ�RLO�IRUJHG�
WKH�,QGXVWULDO�5HYROXWLRQ��DQG�LW�ZDV�DOO�¿QDQFHG�DQG�OHG�E\�D�
YHU\�VPDOO�JURXS�RI�SHRSOH�

(XURSHDQ�%DQNHUV�� JRLQJ� WKURXJK�8QLWHG� 6WDWHV� DJHQWV� OLNH�
WKH�-�3��0RUJDQ�%DQNLQJ�V\QGLFDWH��¿QDQFHG�$PHULFD¶V�JURZWK��
7KHVH�¿UVW�PXOWLPLOOLRQDLUHV�EHFDPH�$PHULFD¶V�UR\DOW\��FRUSR�
UDWLRQV�ZHUH�WKHLU�NLQJGRPV��:KLOH�D�QHZ�FODVV�RI�XOWUDZHDOWK\�
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ZDV�EHLQJ�ERUQ��PXFK�RI�WKH�ZRUNLQJ�FODVV�RI�$PHULFD�IHOW�WKDW�
WKDW�ZHDOWK�ZDV�EHLQJ�FUHDWHG�WKURXJK�WKHLU�EORRG��VZHDW��DQG�
WHDUV�VR�WKH�SHRSOH�FDOOHG�WKHVH�LQGXVWULDOLVWV�5REEHU�%DURQV��
7KH�,QGXVWULDO�5HYROXWLRQ�ZDV�DOVR�D�FODVV�ZDU��DQG�FRUSRUD�
WLRQV�EHFDPH�WKH� LQYLVLEOH�ERVV�VR�PDQ\�$PHULFDQV�ZHQW�WR�
ZRUN�IRU�

7KH�5REEHU�%DURQV�EHFDPH�WKH�ERDUG�RI�GLUHFWRUV� IRU� WKH�
$PHULFDQ�JRYHUQPHQW��6RPH�RI� WKH�EHWWHU�NQRZQ�$PHULFDQ�
%DURQV�DQG�WKHLU�LQGXVWULHV�LQFOXGH�

-RKQ�'��5RFNHIHOOHU���RLO

$QGUHZ�&DUQHJLH���VWHHO

+HQU\�&OD\�)ULFN���VWHHO

-RKQ�:DUQH�*DWHV���VWHHO

(GZDUG�+HQU\�+DUULPDQ���UDLOURDGV

&RUQHOLXV�9DQGHUELOW���UDLOURDGV

+HQU\�0RUULVRQ�)ODJOHU���UDLOURDGV

/HODQG�6WDQIRUG���UDLOURDGV

&KDUOHV�&URFNHU���UDLOURDGV

-D\�*RXOG���UDLOURDGV

-�3��0RUJDQ���EDQNLQJ

-D\�&RRNH���EDQNLQJ

'DQLHO�'UHZ���EDQNLQJ

-DPHV�)LVN���EDQNLQJ

-RKQ�-DFRE�$VWRU���UHDO�HVWDWH

-DPHV�%XFKDQDQ�'XNH���WREDFFR
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)URP�WKLV�OLVW�ZH�VHH�WKH�EDURQV�IRFXVHG�RQ�UDLOURDGV��VWHHO��RLO��
DQG�¿QDQFH��%XLOGLQJ�UDLOURDGV�DFURVV�$PHULFD�ZDV�YHU\�FDSL�
WDO�LQWHQVLYH��VR�DV�DQ�LQGXFHPHQW�WR�PDNH�WKH�LQYHVWPHQW�WR�
EXLOG�WKHP��RXU�JRYHUQPHQW�JUDQWHG�WKH�UDLOURDG�FRUSRUDWLRQV�
WKH� ODQG�DURXQG� WKH� UDLOZD\� OLQHV�� W\SLFDOO\�¿YH�PLOHV�HLWKHU�
VLGH�RI�WKH�WUDFN��$V�GHYHORSPHQW�RFFXUUHG�FORVHVW�WR�WKH�PDLQ�
WUDQVSRUWDWLRQ�OLQHV��WKH�UDLOURDG�LQWHUHVWV�VRRQ�KDG�VRPH�RI�
WKH�EHVW�UHDO�HVWDWH�LQ�WKH�FRXQWU\�DV�WKRVH�ODQG�YDOXHV�ZHQW�
XS�ZLWK�WKH�GHYHORSPHQW�RI�QHZ�FLWLHV�RYHU�WLPH�

1HZ� VWHHO�PDNLQJ� WHFKQLTXHV�� QHZ� FDQDOV� WR� WUDQVSRUW� UDZ�
PDWHULDOV�DQG�FKHDS�K\GURHOHFWULF�HQHUJ\�IURP�WKH�$OOHJKHQ\��
0RQRQJDKHOD��DQG�2KLR�5LYHUV�PDGH�&DUQHJLH�DQG�RWKHU�VWHHO�
PDJQDWHV�DQG� WKHLU� LQYHVWRUV� LQFRQFHLYDEO\�ZHDOWK\�DV� WKH\�
PHW� $PHULFD¶V� QHHG� IRU� VWHHO� LQ� VN\VFUDSHUV�� VWHDPVKLSV��
DQG�DOO�WKH�PDFKLQHV�EHLQJ�SURGXFHG��7KH\�SUR¿WHG�IURP�WKH�
PDG�GDVK�WR�FRYHU�WKH�QDWLRQ��DQG�ZRUOG��ZLWK�UDLOURDGV�DQG�
EXLOG�VWHDP�VKLSV� WR�FURVV�RFHDQV�ZKLOH� -RKQ�'��5RFNHIHOOHU�
PDGH�KLVWRU\�ZLWK�KLV�6WDQGDUG�2LO�PRQRSRO\��8QGHUO\LQJ�DQG�
PDQDJLQJ� LW�DOO�ZHUH� WKH�¿QDQFLHUV�DQG�EDQNHUV��DQG� LQ� WKH�
,QGXVWULDO�5HYROXWLRQ�EDQNLQJ�LQFOXGHG�ERWK�ORDQV�ZLWK�LQWHUHVW�
DQG�HTXLW\�RZQHUVKLS�DQG�FRQWURO�RI� WKRVH�FRUSRUDWLRQV�DQG�
WUXVWV�WKH\�ZHUH�LQYHVWLQJ�LQ�RU�FUHDWLQJ�

7KHVH�EDURQV�QRW�RQO\�KHOSHG�JURZ�WKH�HFRQRP\�� WKH\�EXLOW�
WKH�8QLWHG�6WDWHV�LQWR�WKH�ZRUOG¶V�JUHDWHVW�VXSHUSRZHU�HFRQ�
RP\�� EXW� WKH\� DOVR� GLG� LW�ZLWK�$PHULFDQ� ODERU� DQG�ZLWK� WKH�
SHRSOH¶V�QDWXUDO�UHVRXUFHV��7KLV�JLYH�DQG�WDNH�EHWZHHQ�WKH���
SHUFHQW�DQG�WKH�UHVW�RI�WKH�ZRUOG�PDNHV�RU�EUHDNV�D�FRXQWU\�
RU�VRFLHW\��)RU�QRZ��WKRVH�ZKR�KDYH�WKH�JROG�UXOH��DQG�WKRVH�
JROGHQ� LQYHVWRUV�ZHUH� LQ� (XURSH� XVLQJ� 8�6�� DJHQWV� OLNH� WKH�
0RUJDQ�FDUWHO�



42  |  MONEY & POWER

House of Morgan

-�3�� 0RUJDQ� 	� &RPSDQ\� ZDV� D� FRPPHUFLDO� DQG� LQYHVWPHQW�
EDQNLQJ�FRUSRUDWLRQ�IRXQGHG�E\�-�3��0RUJDQ��WKH�UHVXOW�RI�WKH�
ZRUOG¶V�WZR�ODUJHVW�EDQNLQJ�LQVWLWXWLRQV�PHUJLQJ��-�3��0RUJDQ�
&KDVH�DQG�0RUJDQ�6WDQOH\��,Q�������-�3��0RUJDQ�ZDV�DFTXLUHG�
E\�WKH�&KDVH�0DQKDWWDQ�%DQN��D�5RFNHIHOOHU�KROGLQJ��WR�IRUP�
-�3��0RUJDQ�&KDVH�	�&R��RQH�RI�WKH�ZRUOG¶V�ODUJHVW�EDQNLQJ�V\Q�
GLFDWHV��7KH�FRPSDQ\�EHJDQ�LQ������ZKHQ�-�3�¶V�IDWKHU��-DQLXV�
6��0RUJDQ�MRLQHG�D�/RQGRQ�EDVHG�EDQNLQJ�V\QGLFDWH�KHDGHG�
E\�*HRUJH�3HDERG\� �ZKR�PDUULHG�(OLVKD�5LJJV� RI� WKH�5LJJV�
%DQN���3HDERG\�KDG�HVWDEOLVKHG�D�EDQNLQJ�KRXVH� LQ�/RQGRQ�
LQ�������DQG�KH�DQG�-DQXV�0RUJDQ�ZHUH�LQYHVWLQJ�(XURSHDQ�
PRQH\�LQWR�$PHULFDQ�LQYHVWPHQWV�VXFK�DV�UDLOURDGV��VWHHO��RLO��
DUPDPHQWV��DQG�EDQNLQJ��-DQLXV�0RUJDQ�ZDV�DQ�DJHQW�IRU�ERWK�
WKH�%DQN�RI�(QJODQG�DQG�1DWKDQ�5RWKVFKLOG��ZKRVH�EDQNLQJ�
FDUWHO�DOUHDG\�GRPLQDWHG�LQWHUQDWLRQDO�EDQNLQJ�LQ�(XURSH�DQG�
DURXQG�WKH�ZRUOG��5R\DO�(XURSHDQ�LQYHVWRUV�XVHG�WKH�0RUJDQ�
HQWHUSULVH�DV�WKHLU�IHHW�RQ�WKH�VWUHHW�LQ�$PHULFD�WR�¿QG�JRRG�
LQYHVWPHQWV��-DQLXV�0RUJDQ�WKHQ�SODFHG�KLV�VRQ��-�3��0RUJDQ��
LQ�FKDUJH�RI�WKH�$PHULFDQ�RI¿FH��PRVW�RI�WKH�PRQH\�0RUJDQ�
\LHOGHG�ZDVQ¶W�KLV²LW�ZDV�(XURSHDQ�UR\DOW\¶V�

7KH�RWKHU�LPSRUWDQW�SDUWQHU�WR�NQRZ�LV�:LOOLDP�:LOVRQ�&RUFRUDQ�
D�SURPLQHQW�EDQNHU�ZKR�ZDV�� LQ�WXUQ��SDUWQHUV�ZLWK�*HRUJH�
:DVKLQJWRQ�5LJJV�ZKR�IRXQGHG�ZKDW�LV�QRZ�WKH�31&�%DQN�DQG�
5LJJV�%DQN��LQ�ZKLFK�WKH�%XVK�IDPLO\�DOVR�KDYH�LQWHUHVWV���,Q�
�����-�3��0RUJDQ�MRLQHG�3KLODGHOSKLD�EDQNHU�$QWKRQ\�-��'UH[HO�
RI�ZKDW�ZRXOG�EHFRPH�'UH[HO�%XUQKDP�/DPEHUW� LQ�EXLOGLQJ�
WKH�ZRUOG¶V� ODUJHVW� EDQNLQJ� FDUWHO�� -�3��0RUJDQ� 	� &RPSDQ\��
XVLQJ�(XURSHDQ�PRQH\��¿QDQFHG�PRVW�RI�WKH�PDMRU�UDLOURDGV�
DQG�ZDV�(GZDUG�+DUU\�+DUULPDQ¶V� SULPDU\� LQYHVWRU�� DV�ZHOO�
DV�-RKQ�'��5RFNHIHOOHU¶V�DQG�$QGUHZ�&DUQHJLH��,W�ZDV�0RUJDQ�
ZKR�ZDV�EHKLQG� FRQVROLGDWLQJ�$PHULFD¶V� VWHHO� FRPSDQLHV� WR�
IRUP� WKH� FRQJORPHUDWH�8QLWHG�6WDWHV�6WHHO�� LQ������ LW� FRQ�
WUROOHG� WZR�WKLUGV� RI� DOO� VWHHO� SURGXFWLRQ� DQG� ODWHU� DFTXLUHG�
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0DUDWKRQ� 2LO�� 0RUJDQ� DOVR� ¿QDQFHG� WKH� FRQVROLGDWLRQ� RI� RLO�
FRPSDQLHV�IRU�5RFNHIHOOHU�WR�IRUP�WKH�6WDQGDUG�2LO�&RPSDQ\��
ZKLFK�FRQWUROOHG�RYHU����SHUFHQW�RI�WKH�ZRUOG¶V�RLO�

$IWHU�-DQLXV�GLHG��-�3��0RUJDQ�WRRN�RQ�(GZDUG�*UHQIHOG�DV�D�
SDUWQHU��*UHQIHOG� KDG�EHHQ�GLUHFWRU� RI� WKH�%DQN� RI� (QJODQG�
DQG�EURXJKW�LQ�DGGLWLRQDO�¿QDQFLDO�SDUWQHUV�IURP�(XURSH��DQG�
0RUJDQ¶V� FDUWHO� VWDUWHG� EX\LQJ� XS� RWKHU� EDQNLQJ� KRXVHV� WR�
FRQVROLGDWH� SRZHU� LQFOXGLQJ� 0DQXIDFWXUHUV� +DQRYHU�� &KDVH�
0DQKDWWDQ��+DPEUHFKW�DQG�4XLVW��5REHUW�)OHPLQJ�	�&RPSDQ\��
DQG� WKH� %HDFRQ� *URXS� QRZ� &&03�� DOO� LFRQV� RI� $PHULFDQ�
¿QDQFH�DQG�EDQNLQJ��7KURXJK�WKHVH�DFTXLVLWLRQV�0RUJDQ�DOVR�
KDG� LQWHUHVWV� LQ� WKH� &KHPLFDO� %DQN�� 2QH� (TXLW\� 3DUWQHUV��
&LWLJURXS�� &UHGLW� 6XLVVH� )LUVW� %RVWRQ�� 6WDQGDUG� &KDUWHUHG�
%DQN� �8.��� -DUGLQH� )OHPLQJ� �+RQJ� .RQJ��� $SSOH� &RPSXWHU��
*HQHQWHFK�� $GREH� 6\VWHPV�� 1HWVFDSH�� $PD]RQ�� 2YHUVWRFN��
%DQN� 2QH�� %HDU� 6WHDUQV�� :DVKLQJWRQ� 0XWXDO�� :HOOV� )DUJR��
%DQN�RI�$PHULFD��8QLRQ�&DUELGH��&KHPLFDO�%DQN��DQG�PDQ\�
RWKHUV��0RUJDQ�DOVR� FUHDWHG�D�SDUWQHUVKLS�ZLWK� WKH�%DQN�RI�
(QJODQG�WR�EHFRPH�WKH�VROH�XQGHUZULWHU�IRU�ZDU�ERQGV�IRU�WKH�
8QLWHG�.LQJGRP�DQG�)UDQFH�GXULQJ�::,,²DOO�PRQH\�UDLVHG�WR�
¿JKW�$GROSK�+LWOHU�LQ�:RUOG�:DU�,,�

House of Rockefeller

-RKQ�'DYLVRQ�5RFNHIHOOHU�IRXQGHG�WKH�6WDQGDUG�2LO�&RPSDQ\�
LQ�������-RKQ�ZDV�ERUQ�LQ�5LFKIRUG��1HZ�<RUN��LQ������WKH�VRQ�
RI�D�WUDYHOLQJ�VDOHVPDQ��%LJ�%LOO��ZKR�HQFRXUDJHG�-RKQ�WR�OHDUQ�
KRZ�WR�VHOO��5RFNHIHOOHU�VWDUWHG�KLV�EXVLQHVV�FDUHHU�DV�D�ERRN�
NHHSHU��DQG�ZDV�NQRZQ�WR�EH�SDUWLFXODUO\�JRRG�DW�FDOFXODWLQJ�
WUDQVSRUWDWLRQ�FRVWV��D�WDOHQW�WKDW�VHUYHG�KLP�ZHOO�ZKHQ�KH�JRW�
LQWR�WKH�RLO�EXVLQHVV��,Q������KH�¿UVW�ZHQW�LQWR�WKH�SURGXFH�
EXVLQHVV�ZLWK�0DXULFH�&ODUN��DQG�WKHQ� LQ������WKH\�ZHQW� LQ�
WRJHWKHU�WR�EXLOG�DQ�RLO�UH¿QHU\�LQ�&OHYHODQG¶V�LQGXVWULDO�GLVWULFW�
FDOOHG�³WKH�)ODWV�́ �:KDOH�RLO�KDG�EHFRPH�H[SHQVLYH�DQG�RLO�ZDV�
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VWDUWLQJ�WR�EH�XVHG�DV�D�UHSODFHPHQW�IRU�OLJKWLQJ�IXHO��EHIRUH�
HOHFWULFLW\���DQG�WKHQ��RI�FRXUVH��ODWHU�LW�ZDV�XVHG�DV�WKH�IXHO�
IRU�LQWHUQDO�FRPEXVWLRQ�HQJLQHV�DQG�PRWRU�WUDQVSRUWDWLRQ�

,Q� ����� 5RFNHIHOOHU� ERXJKW� RXW� WKH� &ODUN� EURWKHUV¶� UH¿Q�
HU\�IRU���������DW�DQ�DXFWLRQ�DQG�VDLG��³,W�ZDV�WKH�GD\�WKDW�
GHWHUPLQHG�P\�FDUHHU�́ �,Q������'DYLG¶V�EURWKHU�:LOOLDP�EXLOW�
DQRWKHU� UH¿QHU\� LQ� &OHYHODQG� DQG�PDGH� -RKQ� D� SDUWQHU�� ,Q�
�����KH� IRUPHG�5RFNHIHOOHU��$QGUHZV��D�FKHPLVW���	�)ODJOHU�
�D�UDLOURDG�W\FRRQ��WR�EXLOG�ZKDW�EHFDPH�WKH�ODUJHVW�UH¿QHU\�
LQ�WKH�ZRUOG��%\�WKH�HQG�RI�WKH�&LYLO�:DU��&OHYHODQG�ZDV�RQH��
RI�WKH�¿YH�PDLQ�UH¿QLQJ�FHQWHUV�LQ�WKH�8QLWHG�6WDWHV��DQG�ZLWK�
WKH�¿QDQFLDO�KHOS�RI�0RUJDQ�KH�H[SDQGHG�KLV�RSHUDWLRQV�LQWR�
3LWWVEXUJK�DQG�3KLODGHOSKLD��3HQQV\OYDQLD��DQG�1HZ�<RUN��,Q�
�����5RFNHIHOOHU�FRQVROLGDWHG�KLV�UH¿QHULHV�LQWR�WKH�6WDQGDUG�
2LO�&RPSDQ\��ZKLFK�UDSLGO\�EHFDPH�WKH�ODUJHVW�RLO�FRPSDQ\�LQ�
WKH�ZRUOG�

5DLOURDGV�ZHUH�¿JKWLQJ�¿HUFHO\�IRU�WUDI¿F��DQG�LQ�DQ�DWWHPSW�
WR�FRQWURO�WKH�IUHLJKW�UDWHV�EDQNHU�-�3��0RUJDQ¶V�IRUPHG��ZLWK�
-RKQ�'��5RFNHIHOOHU��WKH�6RXWK�,PSURYHPHQW�&RPSDQ\��ZKHUH�
5RFNHIHOOHU¶V�6WDQGDUG�RLO�UHFHLYHG�WUDQVSRUWDWLRQ�UHEDWHV�WKDW�
ORZHUHG�KLV�HIIHFWLYH�WUDQVSRUWDWLRQ�FRVWV�E\�XS�WR����SHUFHQW��
JLYLQJ� 5RFNHIHOOHU� DQ� XQIDLU� DGYDQWDJH� RYHU� RWKHU� RLO� UH¿Q�
HUV��7KXV��5RFNHIHOOHU�ZDV�DEOH�WR�GULYH�DOO�WKH�RWKHU�UH¿QHUV�
RXW� RI� EXVLQHVV�ZKHUHXSRQ� KH� ERXJKW� WKHP�XS� IRU� SHQQLHV�
RQ� WKH�GROODU� DQG� WRRN� FRPSOHWH� FRQWURO� RI� WKH� LQGXVWU\��%\�
����� 6WDQGDUG� 2LO� KDG� DEVRUEHG� WZHQW\�WZR� RI� LWV� WZHQW\�
VL[�&OHYHODQG�FRPSHWLWRUV��7RGD\�WKH�+RXVH�RI�5RFNHIHOOHU�VWLOO�
FRQWUROV�RYHU����SHUFHQW�RI�WKH�ZRUOG¶V�RLO�UH¿QLQJ�

5RFNHIHOOHU�TXLFNO\�EHFDPH�WKH�ULFKHVW�PDQ� LQ�$PHULFD��DQG�
WR�FRQVROLGDWH�KLV�KROGLQJ�LQ�PXOWLSOH�VWDWHV�KLV� ODZ\HUV�FUH�
DWHG� D� LQQRYDWLYH� IRUP� RI� FRUSRUDWLRQ� FDOOHG� D� WUXVW�� ZLWK�
IRUW\�RQH� FRPSDQLHV� XQGHU� LWV� FRQWURO�� 7KLV� QHZ� HQWHUSULVH�
LQFOXGHG�RYHU��������GRPHVWLF�ZHOOV��������PLOHV�RI�SLSHOLQH��
������WDQN�FDUV��DQG���������HPSOR\HHV��'XULQJ�WKH�����V�
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WKH�3DULV�5RWKVFKLOG¶V�FDUWHO�EHJDQ�¿QDQFLQJ�5RFNHIHOOHU��DQG�
WKH\� EHJDQ� H[SDQGLQJ� LQWR� RWKHU� VWDWHV� DQG� FRXQWULHV� VXFK�
DV�5XVVLD��%XUPD��DQG�-DYD��,QGRQHVLD���DQG�H[SDQGHG� LQWR�
QDWXUDO�JDV�DQG�WKHQ�JDVROLQH�IRU�DXWRPRELOHV��,Q�WKH�����V�
5RFNHIHOOHU�H[SDQGHG�LQWR�LURQ�RUH�DQG�RUH�WUDQVSRUWDWLRQ��DQG�
WKHQ� LQWR�PDQ\� RWKHU� LQGXVWULHV��PLQLQJ� FRSSHU� DQG� DOXPL�
QXP�� UDLOURDGV�DQG�EDQNLQJ��1HOVRQ�5RFNHIHOOHU�ZDV�&(2�RI�
WKH�&KDVH�0DQKDWWDQ�%DQN�IRU�WZHQW\�\HDUV�

The Sherman Antitrust Act

$V�WKH�6WDQGDUG�2LO�PRQRSRO\�JUHZ�LQ�SRZHU��DQG�DV�WKH�SULFH�
RI�RLO�ZHQW�WKURXJK�WKH�URRI��3UHVLGHQW�7KHRGRUH�5RRVHYHOW�OHG�
DQ�DWWDFN�RQ�WKH�WUXVWV�DQG�WKH�&RQJUHVV�HQDFWHG�WKH�6KHUPDQ�
$QWLWUXVW� $FW� LQ� ����� WR� EUHDN� XS� WKH�PRQRSRO\� DQG� IRVWHU�
FRPSHWLWLRQ�LQ�WKH�LQGXVWU\��$V�H[SODLQHG�E\�WKH�8QLWHG�6WDWHV�
6XSUHPH�&RXUW�LQ�6SHFWUXP�6SRUWV��,QF��Y��0F4XLOODQ�

7KH�SXUSRVH�RI�WKH�>6KHUPDQ@�$FW�LV�QRW�WR�SURWHFW�EXVL�
QHVVHV� IURP�WKH�ZRUNLQJV�RI� WKH�PDUNHW�� LW� LV� WR�SUR�
WHFW�WKH�SXEOLF�IURP�WKH�IDLOXUH�RI�WKH�PDUNHW��7KH�ODZ�
GLUHFWV�LWVHOI�QRW�DJDLQVW�FRQGXFW�ZKLFK�LV�FRPSHWLWLYH��
HYHQ� VHYHUHO\� VR�� EXW� DJDLQVW� FRQGXFW� ZKLFK� XQIDLUO\�
WHQGV�WR�GHVWUR\�FRPSHWLWLRQ�LWVHOI�

7KHUH�DUH�WZR�LPSRUWDQW�VHFWLRQV�RI�WKH�6KHUPDQ�$QWLWUXVW�$FW�
WKDW�VXPPDUL]H�WKH�LQWHQWLRQ�RI�WKH�ODZ�

6HFWLRQ����³(YHU\�FRQWUDFW��FRPELQDWLRQ� LQ�WKH�IRUP�RI�WUXVW�
RU�RWKHUZLVH��RU�FRQVSLUDF\��LQ�UHVWUDLQW�RI�WUDGH�RU�FRPPHUFH�
DPRQJ�WKH�VHYHUDO�6WDWHV��RU�ZLWK�IRUHLJQ�QDWLRQV��LV�GHFODUHG�
WR�EH�LOOHJDO�́

6HFWLRQ� ��� ³(YHU\� SHUVRQ�ZKR� VKDOO�PRQRSROL]H�� RU� DWWHPSW�
WR�PRQRSROL]H��RU�FRPELQH�RU�FRQVSLUH�ZLWK�DQ\�RWKHU�SHUVRQ�
RU�SHUVRQV��WR�PRQRSROL]H�DQ\�SDUW�RI�WKH�WUDGH�RU�FRPPHUFH�
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DPRQJ� WKH� VHYHUDO� VWDWHV�� RU� ZLWK� IRUHLJQ� QDWLRQV�� VKDOO� EH�
GHHPHG�JXLOW\�RI�D�IHORQ\���́

7KH�8QLWHG�6WDWHV�WKHQ�SDVVHG�WKH�&OD\WRQ�$QWLWUXVW�$FW�LQ�
�����WR�HQG�³SULFH�GLVFULPLQDWLRQ�EHWZHHQ�SXUFKDVHUV��H[FOX�
VLYH� GHDOLQJV� DJUHHPHQWV�� W\LQJ� DUUDQJHPHQWV� DQG�PHUJHUV�
DQG�DFTXLVLWLRQV�WKDW�UHGXFH�FRPSHWLWLRQ�́ �7KH�FRXUW�UXOHG�WKDW�
WKH�WUXVW�ZDV�DQ�LOOHJDO�PRQRSRO\�DQG�RUGHUHG�WKDW�6WDQGDUG�2LO�
EH�EURNHQ�XS�LQWR�WKLUW\�IRXU�QHZ�FRPSDQLHV��WKH�SULQFLSDO�RQHV�
ZH�NQRZ�DUH�&RQWLQHQWDO�2LO�RU�&RQRFR��QRZ�&RQRFR3KLOLSV��
6WDQGDUG� RI� ,QGLDQD�� ZKLFK� EHFDPH� $PRFR�� QRZ� D� SDUW� RI�
%ULWLVK�3HWUROHXP�RU�%3��6WDQGDUG�RI�&DOLIRUQLD��ZKLFK�EHFDPH�
&KHYURQ�� 6WDQGDUG� RI� 1HZ� -HUVH\�� ZKLFK� EHFDPH� (VVR� DQG�
ODWHU�([[RQ��DQG�LV�QRZ�SDUW�RI�([[RQ0RELO��6WDQGDUG�RI�1HZ�
<RUN��ZKLFK�EHFDPH�0RELO��([[RQ0RELO���6WDQGDUG�2LO�RI�2KLR��
ZKLFK�EHFDPH�6RKLR��QRZ�DOVR�D�SDUW�RI�%3��3HQQ�6WDWH�2LO��
ZKLFK�ZLWK�PHUJHG�ZLWK�*HRUJH�%XVK¶V�=DSSDWWD�2LO�WR�EHFRPH�
3HQQ]RLO��+RZHYHU��WKH�5RFNHIHOOHUV�ZHUH�VWLOO�DEOH�WR�RZQ�WKHLU�
FRQWUROOLQJ�LQWHUHVWV�LQ�HDFK�FRPSDQ\�DQG�VLPSO\�KDG�RI¿FHUV�
LQ�KLV�6WDQGDUG�2LO�&RPSDQ\�PDQDJH�HDFK�RI�WKH�QHZ�HQWLWLHV��
DQG� WKLV�PDGH�KLP�HYHQ� ULFKHU�� LW�KDG�D� VLPLODU�HIIHFW�DV�D�
VWRFN�VSOLW��DQG�LQFUHDVHG�SRZHU�RI�WKH�FRQJORPHUDWH�

'XULQJ�WKLV�VDPH�SHULRG�3UHVLGHQW�7KHRGRUH�5RRVHYHOW�ZRUNHG�
GLOLJHQWO\�WR�FXUE�WKH�SRZHU�RI�WKH�FDUWHOV�DQG�WUXVWV�WKDW�ZHUH�
UXQQLQJ�WKH�FRXQWU\��2QH�RI�KLV�¿UVW�QRWDEOH�DFWV�DV�SUHVLGHQW�
ZDV�WR�GHOLYHU�D��������ZRUG�DGGUHVV�WR�&RQJUHVV�DVNLQJ�LW�WR�
FXUE�WKH�SRZHU�RI�ODUJH�FRUSRUDWLRQV�DQG�EDQNHUV��,Q�D�SXEOLF�
DGGUHVV�WKH�SUHVLGHQW�VWDWHG�

7KHVH� ,QWHUQDWLRQDO�EDQNHUV�DQG�5RFNHIHOOHU�6WDQGDUG�
2LO� LQWHUHVWV� FRQWURO� WKH� PDMRULW\� RI� QHZVSDSHUV� DQG�
WKH�FROXPQV�RI�WKRVH�SDSHUV�WR�FOXE�LQWR�VXEPLVVLRQ�RU�
GULYH�RXW�RI�SXEOLF�RI¿FH�RI¿FLDOV�ZKR�UHIXVH�WR�GR�WKH�
ELGGLQJ�RI�WKH�SRZHUIXO�FRUUXSW�FOLTXHV�ZKLFK�FRPSRVH�
WKH�LQYLVLEOH�JRYHUQPHQW�
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,Q�7KHRGRUH�5RRVHYHOW¶V�%XOO�0RRVH�3DUW\�VSHHFK�WKDW�FDOOHG�
IRU� YLJRURXV� JRYHUQPHQW� LQWHUYHQWLRQ� WR� SURWHFW� WKH� SHRSOH�
IURP�VHOI�VHUYLQJ�FRUSRUDWH�LQWHUHVWV��KH�VWDWHG�

7R� GHVWUR\� WKLV� LQYLVLEOH� JRYHUQPHQW�� WR� GLVVROYH� WKH�
XQKRO\�DOOLDQFH�EHWZHHQ�FRUUXSW�EXVLQHVV�DQG�FRUUXSW�
SROLWLFV�LV�WKH�¿UVW�WDVN�RI�WKH�VWDWHVPDQVKLS�RI�WKH�GD\�

,Q�RUGHU�WR�DGGUHVV�WKH�LVVXHV�RI�WKHVH�JLDQW�WUXVWV�DQG�EDQNLQJ�
FRQFHUQV��3UHVLGHQW�5RRVHYHOW�DSSRLQWHG�D�1DWLRQDO�%DQNLQJ�
&RPPLVVLRQ�� /HDGLQJ� WKH� FRPPLVVLRQ� ZDV� 6HQDWRU� 1HOVRQ�
$OGULGJH�IURP�5KRGH�,VODQG��ZKRVH�GDXJKWHU�PDUULHG�-RKQ�'��
5RFNHIHOOHU�DQG�KDG�¿YH�VRQV��-RKQ��1HOVRQ��/DZUHQFH��:LQWKURS��
DQG�'DYLG��6HQDWRU�$OGULGJH�UHSUHVHQWHG�WKH�5RFNHIHOOHUV�DQG�
WKH�EDQNLQJ�FDUWHO��DQG�DIWHU�WKH�FRPPLVVLRQ�ZDV�IRUPHG��KH�
OHIW�WR�OLYH�LQ�(XURSH�IRU�WZR�\HDUV�WR�OHDUQ�WKH�(XURSHDQ�EDQN�
LQJ�V\VWHP�DQG�DWWDLQ�FDSLWDOL]DWLRQ�IRU�WKH�QHZ�FHQWUDO�EDQN�
WKH\�ZHUH�SODQQLQJ�WR�IRUP��+HQU\�'DYLVRQ��D�*HUPDQ�FHQ�
WUDO�EDQNLQJ�pPLJUp�DQG�VHQLRU�SDUWQHU�ZLWK�-�3��0RUJDQ��ZDV�
DQRWKHU� IRXQGHU� RI� WKH� )HGHUDO� 5HVHUYH�� DV�ZHOO� DV�6DPXHO�
%XVK��JUDQGIDWKHU�RI�$PHULFDQ�3UHVLGHQW�*HRUJH�+�:��%XVK�

7KH�-��+HQU\�6FKURGHU�%DQN�DQG�7UXVW��RQH�RI� WKH� ODUJ�
HVW� WUXVWV� DQG� DVVHW�PDQDJHUV� LQ� *UHDW� %ULWDLQ� DQG� IRU� WKH�
5R\DO�IDPLO\��LV�DQ�LQYHVWRU�RI�WKH�)HGHUDO�5HVHUYH��-��+HQU\�
6FKURGHU�%DQN�DQG�7UXVW� LV� OLVWHG� LQ�6WDQGDUG�	�3RRUV� DV�D�
VXEVLGLDU\�RI�6FKURGHUV�/WG��RI�/RQGRQ��$QRWKHU�LQYHVWRU�LQ�WKH�
)HGHUDO�5HVHUYH�LV�WKH�1DWLRQDO�%DQN�RI�1RUWK�$PHULFD��ZKLFK�
LV�D�VXEVLGLDU\�RI�RQH�RI�/RQGRQ¶V�ODUJHVW�EDQNV�WKH�1DWLRQDO�
:HVWPLQVWHU�%DQN��6WLOO�DQRWKHU��WKH�(XURSHDQ�$PHULFDQ�%DQN�
LV� D� VXEVLGLDU\� RI� (XURSHDQ�$PHULFDQ�%DQN��%DKDPDV�� /WG���
ZKRVH�GLUHFWRUV�DUH�DOO�IURP�(XURSHDQ�EDQNLQJ�JURXSV�

$QRWKHU�NH\�SOD\HU�LQ�WKH�IRUPDWLRQ�RI�$PHULFD¶V�FHQWUDO�EDQN�
ZDV�3DXO�:DUEXUJ��ZKR¶V� IDPLO\� IRXQGHG�0�0��:DUEXUJ�	�
&R���+DPEXUJ��*HUPDQ\��LQ��������6�*��:DUEXUJ��/RQGRQ�LQ�
�������DQG�:DUEXUJ�3LQFXV�LQ�1HZ�<RUN�LQ�������3DXO�:DUEXUJ�
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EHFDPH�D�SDUWQHU�RI�.XKQ��/RHE�DQG�&RPSDQ\��ZKLFK�ZDV�
IRXQGHG� E\� WZR� SURPLQHQW� -HZLVK� EDQNHUV� IURP� *HUPDQ\��
$EUDKDP� .XKQ� DQG� 6RORPRQ� /RHE�� -DFRE� 6FKLII� �6KLIW���
�����������ZDV� ERUQ� LQ� WKH� 5RWKVFKLOG� KRXVH� LQ� )UDQNIXUW��
*HUPDQ\�� HPLJUDWHG� WR� WKH� 8QLWHG� 6WDWHV��PDUULHG� 7KHUHVH�
/RHE�� WKH� GDXJKWHU� RI� 6RORPRQ� /RHE� DQG� IRXQGHU� RI� .XKQ��
/RHE�DQG�&R��6FKLII�EHFDPH�VHQLRU�SDUWQHU�DQG�FKLHI�H[HFXWLYH�
RI¿FHU�RI�WKH�.XKQ��/RHE�EDQNLQJ�V\QGLFDWH��6FKLII�ZDV�DOVR�
WKH�¿UVW�WR�SURSRVH�WKH�FHQWUDO�EDQN�DQG�FDSLWDOL]H�WKH�)HGHUDO�
5HVHUYH��$OO�WKHVH�IDPLOLHV�DUH�LQWHUPDUULHG�DQG�KDYH�VKDUHG�
EXVLQHVV�LQWHUHVWV��RIWHQ�LQYHVWLQJ�WRJHWKHU�LQ�V\QGLFDWHV��7KH�
5RWKVFKLOG²WKH�5HG�6KLHOG²DUH�SDUWQHUV�ZLWK�WKH�6FKLII²WKH�
*UHHQ�6KLHOG²ZLWK�FRPPRQ�DQFHVWRUV�DQG�FRUSRUDWLRQV�DQG�
EXVLQHVV� LQWHUHVWV�� WKH\� IRUP� D� (XURSHDQ� V\QGLFDWH�� QRZ� D�
JOREDO�V\QGLFDWH�RU�FDUWHO�

:KHQ�6HQDWRU�$OGULGJH�UHWXUQHG�ZLWK�KLV�LQVWUXFWLRQV��KH�PHW�
ZLWK� RWKHU�PHPEHUV� RI� WKH� (XURSHDQ� V\QGLFDWH� LQ� VHFUHW� LQ�
-�3��0RUJDQ¶V� RZQ� KRWHO� RQ� -HN\OO� ,VODQG�� *HRUJLD�� 2I� WKRVH�
DWWHQGLQJ�� WZR� UHSUHVHQW� 0RUJDQ¶V� LQWHUHVWV�� WZR� UHSUHVHQW�
5RFNHIHOOHU�LQWHUHVWV��WZR�DUH�*HUPDQ�FHQWUDO�EDQNHUV��DQG�DOO�
RI�WKHP�UHFHLYH�PRQH\�IURP�WKH�5RWKVFKLOG�V\QGLFDWH��-DFRE�
6FKLII�JDYH�D�VSHHFK�LQ������WKDW�EHJDQ�WKH�SXVK�IRU�FHQWUDO�
EDQNLQJ�LQ�WKH�8QLWHG�6WDWHV²WKH�GHEW�EDVHG�IUDFWLRQDO�UHVHUYH�
EDQNLQJ�XVHG�LQ�(XURSH�DQG�WKHQ�WKH�8QLWHG�6WDWHV²�FUHDWLQJ�
IHDU��DQG�VXJJHVWLQJ�WKH�QHHG�IRU�D�FHQWUDO�EDQN��VD\LQJ�

>7KH@�FRXQWU\�QHHGHG�PRQH\�WR�SUHYHQW�WKH�QH[W�FULVLV�

.XKQ�DQG�/RHE�SOD\HG�DQ�LQWHJUDO�SDUW�LQ�¿QDQFLQJ�$PHULFD¶V�
UDLOURDG�OLQHV�DQG�JURZWK�FRPSDQLHV�LQFOXGLQJ�:HVWHUQ�8QLRQ�
DQG�:HVWLQJKRXVH��:DUEXUJ�ZDV�JHWWLQJ�SDLG�KDOI�D�PLOOLRQ�GRO�
ODUV�D�\HDU�WR�OREE\�WKH�$PHULFDQ�FRQJUHVV�WR�FUHDWH�D�FHQWUDO�
EDQN��6FKLII�DOVR�EHFDPH�GLUHFWRU�RI�WKH�1DWLRQDO�&LW\�%DQN�RI�
1HZ�<RUN��(TXLWDEOH�/LIH�$VVXUDQFH��:HOOV�)DUJR�%DQN��8QLRQ�
3DFL¿F� 5DLOURDG�� DQG� RWKHU� LQWHUHVWV� ZLWK� (�+�� +DUULPDQ�� ,Q�
�����WKH�1HZ�<RUN�7LPHV�$QQXDO�)LQDQFLDO�5HYLHZ�SXEOLVKHG�



AMERICAN ROYALTY AND KINGDOMS  |  49

WKH�¿UVW�RI¿FLDO�SODQ�IURP�:DUEXUJ�IRU�D�FHQWUDO�EDQN�LQ�WKH�
8QLWHG�6WDWHV��HQWLWOHG�³$�3ODQ� IRU�D�0RGL¿HG�&HQWUDO�%DQN�́ �
LQ�ZKLFK�KH�RXWOLQHG�KLV�SODQ�WR�DYHUW�D�SDQLF�LQ�WKH�PDUNHW��
DQG� LQ�D�VSHHFK�WR�WKH�1HZ�<RUN�&KDPEHU�RI�&RPPHUFH�KH�
ZDUQHG��MXVW�D�IHZ�\HDUV�EHIRUH�WKH�*UHDW�'HSUHVVLRQ��WKDW�

>8@QOHVV�ZH�KDYH�D�FHQWUDO�EDQN�ZLWK�DGHTXDWH�FRQWURO�
RI�FUHGLW�UHVRXUFHV��WKLV�FRXQWU\�LV�JRLQJ�WR�XQGHUJR�WKH�
PRVW�VHYHUH�DQG�IDU�UHDFKLQJ�PRQH\�SDQLF�LQ�LWV�KLVWRU\�

0DMRU�NQRZQ�RZQHUVKLS�RI� WKH�)HGHUDO�5HVHUYH��DV�RI�������
LQFOXGH�� &LWLEDQN�� &KDVH�� 0RUJDQ� *XDUDQW\�� 0DQXIDFWXUHUV�
+DQRYHU�� &KHPLFDO� %DQN�� %DQNHUV� 7UXVW�� %DQN� RI�1HZ�<RUN��
-��+HQU\�6FKURGHU�%DQN��1DWLRQDO�%DQN�RI�1RUWK�$PHULFD��DQG�
(XURSHDQ�$PHULFDQ�%DQN��DOO�RI�ZKLFK�DUH�FDSLWDOL]HG�E\�WKH�
(XURSHDQ�EDQNLQJ�V\QGLFDWH��7KH�PDMRU�VKDUHKROGHUV�RI�WKHVH�
EDQNV�DUH�UHODWHG�E\�EORRG��PDUULDJH��DQG�EXVLQHVV�LQWHUHVWV��
,W¶V�OLWHUDOO\�D�ZRUOG�EDQNLQJ�FDUWHO�

Causes of the Great Depression

'XULQJ�WKH�¿UVW�WHQ�\HDUV�RI�WKH�����V�WKH�QXPEHU�RI�8QLWHG�
6WDWHV� EDQNV� KDG� GRXEOHG� WR� RYHU� �������� E\� ����� RQO\��
���SHUFHQW�RI�WKRVH�EDQNV�ZHUH�1DWLRQDO�EDQNV�DQG�WKH\�KDG�
RYHU����SHUFHQW�RI�DOO�WKH�GHSRVLWV�RI�WKH�QDWLRQ���KHOG�RXWVLGH�
WKH�&DUWHO��,Q�WKH�¿UVW�WHQ�\HDUV�RI�WKH�QHZ�FHQWXU\�RYHU����
SHUFHQW� RI� FRUSRUDWH� IXQGLQJ� FRPH� IURP�SUR¿WV� UDWKHU� WKDQ�
ORDQV��DQG�WKH�QDWLRQ�SURVSHUHG�JUHDWO\��8QIRUWXQDWHO\�¿QDQ�
FLDO�DQG�HTXLW\�PDUNHWV�ZHUH�XQUHJXODWHG�DQG�SULFHV�VSLUDOHG�
RXW�RI�FRQWURO�OHDGLQJ�WR�LQÀDWLRQ��0RUHRYHU�LQYHVWPHQW�¿UPV�
VWDUWHG�RIIHULQJ�PDUJLQ�DFFRXQWV�WR�SXUFKDVH�VWRFN��HVVHQWLDOO\�
EURNHUDJH�¿UPV�ZHUH�H[WHQGLQJ�FUHGLW� WR� LQYHVWRUV� WR�PDNH�
VSHFXODWLYH�LQYHVWPHQWV��7KLV�FDXVHG�D�ÀXUU\�RI�LQÀDWHG�VWRFN�
SULFHV�DQG�EDG�LQYHVWPHQWV��0RUHRYHU��E\�EHJLQQLQJ�WR�XVH�D�
IUDFWLRQDO�UHVHUYH�V\VWHP�OLNH�WKH�(XURSHDQ�EDQNV��$PHULFDQ�
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EDQNV�EHJDQ�WR�OHQG�RYHU�WHQ�WLPHV�WKH�DPRXQW�WKH\�KDG�RQ�
GHSRVLW�DV�UHVHUYH��VRPH�VD\�D�ORZ�DV���SHUFHQW��

7KH� ����� %DQNHU¶V� 3DQLF� RFFXUUHG� ZKHQ� -�3�� 0RUJDQ��
5RFNHIHOOHU��DQG�RWKHU�PHPEHUV�RI�WKH�&DUWHO��DV�D�VLQJOH�XQLW��
SXOOHG�WKHLU�PRQH\�RXW�RI�WKH�PDUNHW�DQG�SXW�LW�LQWR�JROG�DQG�
RWKHU�KDUG�DVVHWV��DFFRUGLQJ�WR�WKHLU�RZQ�DXWRELRJUDSKLHV���LQ�
RWKHU�ZRUGV�WKH\�GXPSHG�WKHLU�VWRFN��2QFH�WKH�ELJJHVW�SOD\HUV�
LQ� EDQNLQJ� DQG� LQGXVWU\� SXOOHG� WKHLU�PRQH\�RXW� RI� WKH�PDU�
NHW��RWKHU�LQVWLWXWLRQDO�LQYHVWRUV�VWDUWHG�SXOOLQJ�RXW�WRR��FDXV�
LQJ�D�HTXLW\�GHDWK�VSLUDO�DQG�OLTXLGLW\�FULVLV��DQG�WKH�DYHUDJH�
$PHULFDQ� WRRN� WKH� KLW�� )DUPV�� EXVLQHVVHV�� DQG� KRPHV�ZHQW�
EDQNUXSW�DQG�ZHUH� ODWHU�SXUFKDVHG�IRU�SHQQLHV�RQ�WKH�GROODU�
E\�WKH�FDUWHO��WKH�OHDGLQJ�EDQNV�ERXJKW�XS�DOO�WKHLU�FRPSHWLWLRQ�
DQG�WRRN�FRQWURO�RI�WKH�LQGXVWU\��$FFRUGLQJ�WR�/LIH�PDJD]LQH�

7KH�0RUJDQ�LQWHUHVWV�WRRN�DGYDQWDJH�WR�SUHFLSLWDWH�WKH�
SDQLF��RI�������JXLGLQJ�LW�VKUHZGO\�DV�LW�SURJUHVVHV�

/DWHU�LQ�2FWREHU�������LQ�DQ�DWWHPSW�ZDV�PDGH�WR�FRUQHU�WKH�
PDUNHW�RQ�VWRFN�RI�WKH�8QLWHG�&RSSHU�&RPSDQ\��DQG�FRQWURO�
WKH�FRSSHU�LQGXVWU\��$�JURXS�RI�LQYHVWRUV�DOO�VKRUWHG��GXPSHG��
WKHLU�VWRFN�DW�WKH�VDPH�WLPH��FDXVLQJ�WKH�PDUNHW�WR�FUDVK�ZLWK�
WKH�KRSHV�RI�EX\LQJ�LW�EDFN�XS�DW�D�VXEVWDQWLDOO\�GLVFRXQWHG�
SULFH��DQG�WKLV�OHG�WR�WKH�GRZQIDOO�RI�1HZ�<RUN�&LW\¶V�WKLUG�ODUJ�
HVW�WUXVW��WKH�.QLFNHUERFNHU�7UXVW�&RPSDQ\��WKH�FRPSHWLWLRQ��
7KLV�GHEDFOH�FUHDWHG�DQ�HYHQ�JUHDWHU�ORVV�RI�FRQ¿GHQFH�LQ�WKH�
PDUNHW��0RUHRYHU��DOO�WKH�EDQNV�VWDUWHG�FDOOLQJ�LQ�WKHLU�ORDQV�
DQG�ZRXOG� QRW�PDNH� QHZ� RQHV�ZKLFK� UHVWULFWHG� WKH�PRQH\�
VXSSO\�WR�WKH�SRLQW�ZKHUH�EXVLQHVV�VWDUWHG�JULQGLQJ�WR�D�KDOW��
DQG�WKH�*UHDW�'HSUHVVLRQ�ZDV�VHW�LQWR�PRWLRQ�

,Q�-DQXDU\�RI�������LQ�WKH�KHDW�RI�WKLV�SDQLF�FUHDWHG�E\�WKH�
&DUWHO��-�3��0RUJDQ�RIIHUHG�WR�KHOS�$PHULFD�E\�SXPSLQJ������
PLOOLRQ�GROODUV�LQWR�WKH�HFRQRP\��ZKLFK�WKH�JRYHUQPHQW�JODGO\�
DFFHSWHG��7R�GR�WKLV�0RUJDQ�VLPSO\�PDGH�XS�PRQH\�DQG�GLV�
WULEXWHG�WR�KLV�EUDQFKHV�DQG�RWKHU�EDQNV�WKDW�KH�ZDV�SDUWQHUV�
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ZLWK��DQG�ZDV�DEOH�WR�UHFHLYH�LQWHUHVW�RQ�LW�DOO��$W�WKH�VDPH�
WLPH� LQWHUHVW�UDWHV�ZHUH�UDLVHG�WR�WLJKWHQ�WKH�PRQH\�VXSSO\�
HYHQ�PRUH��DQG�VTXHH]H�WKH�HFRQRP\�HYHQ�PRUH��VR�RQO\�D�
VPDOO�JURXS�RI�EDQNHUV�KDG�DQ\�PRQH\�DQG�DQ\�UHDO�SRZHU�

,Q�RUGHU�WR�JDLQ�VXSSRUW�IRU�WKH�FHQWUDO�EDQN��PHPEHUV�RI�WKH�
EDQNLQJ�FRPPLVVLRQ�HVWDEOLVKHG�D����PLOOLRQ�GROODU�IXQG�WR�WRXU�
WKH� FRXQWU\� DQG� ³HGXFDWH´� OHDGLQJ� EXVLQHVVPHQ�� FRQJUHVV�
PHQ��DQG�HFRQRPLF�SURIHVVRUV�DERXW�WKH�PHULWV�RI�D��FHQWUDO�
EDQN��DQG�WR� OREE\�WKH�&RQJUHVV��RI�FRXUVH��2QH�HFRQRPLFV�
SURIHVVRU�IURP�3ULQFHWRQ�QDPHG�:RRGURZ�:LOVRQ�WRRN�D�NHHQ�
LQWHUHVW��:LOVRQ�KDG�EHHQ�PHQWRUHG�RQ�WKH�ZRUNLQJV�RI�D�FHQ�
WUDO�EDQN�E\�RQH�RI� -�3��0RUJDQ¶V�SDUWQHUV��%HUQDUG�%DUXFK��
ZKR�ZDV�DOVR�D�-HZLVK�EDQNHU�DQG�SDUWQHU�LQ�$�$��+RXVHPDQ�
	�&R���ZKLFK�ZDV�ODWHU�DFTXLUHG�E\�0HUULOO�/\QFK���$FFRUGLQJ�
WR�-DPHV�3HUORII��D�SURPLQHQW�KLVWRULDQ�UHSRUWLQJ�WKH�LQFLGHQW�

%DUXFK� EURXJKW� :LOVRQ� WR� WKH� 'HPRFUDWLF� 3DUW\�
+HDGTXDUWHUV�LQ�1HZ�<RUN�LQ������OHDGLQJ�KLP�OLNH�RQH�
ZRXOG� OHDG� D� SRRGOH� RQ� D� VWULQJ��:LOVRQ� UHFHLYHG� DQ�
LQGRFWULQDWLRQ�FRXUVH�IURP�WKH�OHDGHUV�FRQYHQHG�WKHUH�

:RRGURZ�:LOVRQ�WKHQ�VWDWHG�KLV�SROLF\�IRU�VROYLQJ�$PHULFD¶V��
DQG�WKH�ZRUOG¶V��HFRQRPLF�FULVLV��+H�VWDWHV�

$OO� WKLV� WURXEOH� FRXOG� EH� DYHUWHG� LI� ZH� DSSRLQWHG� D�
FRPPLWWHH�RI�VL[�RU�VHYHQ�SXEOLF�VSLULWHG�PHQ�OLNH�-�3��
0RUJDQ�WR�KDQGOH�WKH�DIIDLUV�RI�RXU�FRXQWU\�

+RZHYHU�� WKHUH�ZDV�VWLOO�JUHDW�RSSRVLWLRQ�IURP�WKH�&RQJUHVV�
DQG�WKH�$PHULFDQ�SHRSOH�WR�FUHDWH�D�FHQWUDO�EDQN��RQH�RI�WKH�
OHDGLQJ� RSSRQHQWV� ZDV� &KDUOHV� /LQGEHUJK�� 6U��� PHPEHU� RI�
FRQJUHVV�DQG�IDWKHU�WR�WKH�IDPRXV�SLORW�&KDUOHV�/LQGEHUJK��-U���
ZKR�ZDV�¿UVW�WR�À\�DFURVV�WKH�$WODQWLF��ZKR�VWDWHG�KLV�REVHU�
YDWLRQ�DW�WKH�WLPH��DFFRUGLQJ�WR�&RQJUHVVPDQ�/LQGEHUJK�

7KRVH� QRW� IDYRUDEOH� WR� WKH� PRQH\� WUXVW� FRXOG� EH�
VTXHH]HG�RXW�RI�EXVLQHVV�DQG�WKH�SHRSOH�IULJKWHQHG�LQWR�
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GHPDQGLQJ�FKDQJHV�LQ�WKH�EDQNLQJ�DQG�FXUUHQF\�ODZV�
ZKLFK�WKH�PRQH\�WUXVW�ZRXOG�IUDPH�

7KH� 1DWLRQDO� 0RQHWDU\� &RPPLVVLRQ� ZDV� D� VWXG\� JURXS�
FUHDWHG�E\�WKH�$OGULFK�9UHHODQG�$FW�RI�������OHG�E\�6HQDWRU�
1HOVRQ� $OGULFK�� 7KH� &RPPLVVLRQ� LVVXHG� WKLUW\� UHSRUWV� IURP�
�����WR������WKDW�SURYLGHG�LQIRUPDWLRQ�RQ�,QWHUQDWLRQDO�EDQN�
LQJ� EDVHG� RQ� WKH� (XURSHDQ�PRGHO�� ZKLFK� IRUPHG� WKH� EDVLV�
RI�WKH�)HGHUDO�5HVHUYH�$FW�RI�������FUHDWLQJ�WKH�PRGHUQ�
)HGHUDO�5HVHUYH�6\VWHP�

7KH�SODQ�FDOOHG�IRU�WKH�FUHDWLRQ�RI�D�1DWLRQDO�5HVHUYH�$VVRFLDWLRQ�
ZLWK�¿IWHHQ�UHJLRQDO�GLVWULFW�EUDQFKHV�DQG�IRUW\�VL[�JHRJUDSKL�
FDOO\� GLVSHUVHG� GLUHFWRUV� SULPDULO\� IURP� WKH� EDQNLQJ� SURIHV�
VLRQ��7KH�5HVHUYH�$VVRFLDWLRQ�ZRXOG�PDNH�HPHUJHQF\�ORDQV�WR�
PHPEHU�EDQNV��FUHDWH�PRQH\��DQG�DFW�DV�WKH�¿VFDO�DJHQW�IRU�
WKH�8�6��JRYHUQPHQW��6WDWH�DQG�QDWLRQDO�EDQNV�ZRXOG�KDYH�WKH�
RSWLRQ�RI�VXEVFULELQJ�VWRFN� LQ� WKHLU� ORFDO�DVVRFLDWLRQ�EUDQFK��
7KLV�ZDV�WKH�SODQ�WKDW�KDG�EHHQ�GHYHORSHG�DW�WKDW�VHFUHW�PHHW�
LQJ�RQ�-HN\OO�,VODQG�LQ�1RYHPEHU�������$W�WKLV�PHHWLQJ�WKH�NH\�
SOD\HUV�EHKLQG�WKH�HVWDEOLVKPHQW�RI�WKH�)HGHUDO�5HVHUYH�ZHUH�
SUHVHQW�� 6HQDWRU� 1HOVRQ� $OGULFK�� $VVLVWDQW� 6HFUHWDU\� RI� WKH�
7UHDVXU\�$��3LDWW�$QGUHZ��3DXO�:DUEXUJ��)UDQN�9DQGHUOLS��ZKR�
UHSUHVHQWHG�WKH�5RFNHIHOOHU�LQWHUHVWV��DQG�RWKHU�PHPEHUV�RI�
WKH�FDUWHO�

)RUEHV�PDJD]LQH�IRXQGHU�%HUWLH�&KDUOHV�)RUEHV�ZURWH�DERXW�
WKH�PHHWLQJ�VHYHUDO�\HDUV�ODWHU�

3LFWXUH�D�SDUW\�RI�WKH�QDWLRQ¶V�JUHDWHVW�EDQNHUV�VWHDOLQJ�
RXW�RI�1HZ�<RUN�RQ�D�SULYDWH�UDLOURDG�FDU�XQGHU�FRYHU�
RI�GDUNQHVV��VWHDOWKLO\�ULGLQJ�KXQGUHGV�RI�PLOHV�6RXWK��
HPEDUNLQJ�RQ�D�P\VWHULRXV� ODXQFK�� VQHDNLQJ�RQWR�DQ�
LVODQG�GHVHUWHG�E\�DOO�EXW�D�IHZ�VHUYDQWV�� OLYLQJ�WKHUH�
D�IXOO�ZHHN�XQGHU�VXFK�ULJLG�VHFUHF\�WKDW�WKH�QDPHV�RI�
QRW� RQH� RI� WKHP�ZDV� RQFH�PHQWLRQHG�� OHVW� WKH� VHUY�
DQWV� OHDUQ� WKH� LGHQWLW\� DQG� GLVFORVH� WR� WKH�ZRUOG� WKLV�
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VWUDQJHVW�� PRVW� VHFUHW� H[SHGLWLRQ� LQ� WKH� KLVWRU\� RI�
$PHULFDQ�¿QDQFH��,�DP�QRW�URPDQFLQJ��,�DP�JLYLQJ�WR�
WKH�ZRUOG��IRU�WKH�¿UVW�WLPH��WKH�UHDO�VWRU\�RI�KRZ�WKH�
IDPRXV�$OGULFK�FXUUHQF\�UHSRUW�� WKH�IRXQGDWLRQ�RI�RXU�
QHZ�FXUUHQF\�V\VWHP��ZDV�ZULWWHQ���7KH�XWPRVW�VHFUHF\�
ZDV� HQMRLQHG� XSRQ� DOO�� 7KH� SXEOLF� PXVW� QRW� JOHDQ� D�
KLQW�RI�ZKDW�ZDV� WR�EH�GRQH��6HQDWRU�$OGULFK�QRWL¿HG�
HDFK�RQH�WR�JR�TXLHWO\� LQWR�D�SULYDWH�FDU�RI�ZKLFK�WKH�
UDLOURDG�KDG� UHFHLYHG�RUGHUV� WR�GUDZ�XS�RQ�DQ�XQIUH�
TXHQWHG�SODWIRUP��2II� WKH�SDUW\�VHW��1HZ�<RUN¶V�XELT�
XLWRXV�UHSRUWHUV�KDG�EHHQ�IRLOHG���1HOVRQ��$OGULFK��KDG�
FRQ¿GHG�WR�+HQU\��)UDQN��3DXO�DQG�3LDWW�WKDW�KH�ZDV�WR�
NHHS�WKHP�ORFNHG�XS�DW�-HN\OO�,VODQG��RXW�RI�WKH�UHVW�RI�
WKH�ZRUOG��XQWLO� WKH\�KDG�HYROYHG�DQG�FRPSLOHG�D�VFL�
HQWL¿F�FXUUHQF\�V\VWHP�IRU�WKH�8QLWHG�6WDWHV��WKH�UHDO�
ELUWK�RI�WKH�SUHVHQW�)HGHUDO�5HVHUYH�6\VWHP��WKH�SODQ�
GRQH�RQ�-HN\OO�,VODQG�LQ�WKH�FRQIHUHQFH�ZLWK�3DXO��)UDQN�
DQG�+HQU\���:DUEXUJ� LV�WKH� OLQN�WKDW�ELQGV�WKH�$OGULFK�
V\VWHP�DQG�WKH�SUHVHQW�V\VWHP�WRJHWKHU��+H�PRUH�WKDQ�
DQ\�RQH�PDQ�KDV�PDGH�WKH�V\VWHP�SRVVLEOH�DV�D�ZRUN�
LQJ�UHDOLW\��

)UDQN�9DQGHUOLS�� WKH� SUHVLGHQW� RI� 5RFNHIHOOHU¶V�1DWLRQDO� &LW\�
%DQN�� ZKR� DWWHQGHG� WKH� -HN\O� ,VODQG� PHHWLQJ�� VDLG� LQ� WKH�
6DWXUGD\�(YHQLQJ�3RVW�

,W� ZDV� DV� VHFUHWLYH²LQGHHG� DV� IXUWLYH²DV� DQ\� FRQ�
VSLUDWRU���GLVFRYHU\�ZH�NQRZ��VLPSO\�PXVW�QRW�KDSSHQ��
RU� HOVH� DOO� RXU� WLPH�DQG�HIIRUW�ZRXOG� EH�ZDVWHG�� ,I� LW�
ZHUH�WR�EH�H[SRVHG�WKDW�RXU�SDUWLFXODU�JURXS�KDG�JRW�
WRJHWKHU�DQG�ZULWWHQ�D�EDQNLQJ�ELOO��WKDW�ELOO�ZRXOG�KDYH�
QR�FKDQFH�ZKDWVRHYHU�RI�SDVVDJH�LQ�&RQJUHVV�

6LQFH�WKH�$OGULFK�3ODQ�HVVHQWLDOO\�JDYH�IXOO�FRQWURO�RI�WKLV�PRQ�
HWDU\�V\VWHP�WR�SULYDWH�EDQNHUV��WKHUH�ZDV�VWURQJ�RSSRVLWLRQ�
WR�LW��IRU�IHDU�LW�ZRXOG�JLYH�WKH�PRQH\�WUXVW�WRR�PXFK�SRZHU�
RYHU�WKH�JRYHUQPHQW��)URP������WR������D�VXEFRPPLWWHH�RI�
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WKH�+RXVH�&RPPLWWHH�RQ�%DQNLQJ�DQG�&XUUHQF\�FDOOHG�WKH�3XMR�
&RPPLWWHH�� OHG�E\�&RQJUHVVPDQ�$UVHQH�3XMR��KHOG� LQYHVWL�
JDWLYH�KHDULQJV�RQ�WKH�DOOHJHG�PRQH\�WUXVW�DQG�LWV�LQWHUORFN�
LQJ�GLUHFWRUDWHV��7KH�FRQJUHVV�ZDV�YHU\�PXFK�OHDQLQJ�DJDLQVW�
WKH�SODQ��$V�WKH�5HSXEOLFDQ�3DUW\�ZDV�EHLQJ�DVVRFLDWHG�ZLWK�
WKH�$OGULFK�3ODQ�DQG�WKH�PRQH\�WUXVW��WKH�FDUWHO�SXW�LWV�¿QDQ�
FLDO�DQG�PHGLD�VXSSRUW�EHKLQG�'HPRFUDW�:RRGURZ�:LOVRQ�ZKR�
ZRQ�WKH�HOHFWLRQ�RI�������3XEOLFDOO\�:LOVRQ�GLG�QRW�VXSSRUW�WKH�
EDQN��EXW�SULYDWHO\�KH�GLG�� LW�ZDV� WKH�FRQGLWLRQ�XSRQ�ZKLFK�
KH�JRW�0RUJDQ�DQG�5RFNHIHOOHU¶V�VXSSRUW��7KH�EDQNLQJ�OREE\�
VXSSRUWV� ERWK� 5HSXEOLFDQ� DQG� 'HPRFUDWLF� SDUWLHV�� LW� RZQV�
WKHP��7KH�&RQJUHVV�ZDV�HYHQ�WKUHDWHQHG�ZLWK�WKH�LPSRVLWLRQ�
RI�0DUVKDOO�/DZ�LI�LW�GLGQ¶W�SDVV�WKH�ELOO��5HSUHVHQWDWLYH�&KDUOHV�
/LQGEHUJK��6U��SURWHVWHG�

7KH� $OGULFK� 3ODQ� LV� WKH� :DOO� 6WUHHW� 3ODQ�� ,W� PHDQV�
DQRWKHU� SDQLF�� LI� QHFHVVDU\�� WR� LQWLPLGDWH� WKH� SHRSOH��
$OGULFK��SDLG�E\�WKH�JRYHUQPHQW�WR�UHSUHVHQW�WKH�SHR�
SOH��SURSRVHV�D�SODQ�IRU�WKH�WUXVWV�LQVWHDG�

7KH�'HPRFUDWLF�3DUW\�KDG�ZRQ�FRQWURO�RI�WKH�:KLWH�+RXVH��ZLWK�
:RRGURZ�:LOVRQ��DQG�ERWK�FKDPEHUV�RI�&RQJUHVV�RQ�D�SDUW\�
SODWIRUP� FOHDUO\� VWDWLQJ� VWURQJ� RSSRVLWLRQ� WR� WKH� ³VR� FDOOHG�
$OGULFK�ELOO�IRU�WKH�HVWDEOLVKPHQW�RI�D�FHQWUDO�EDQN´�DQG�HYHQ�
DVVXUHG� WKH� YRWHUV� WKDW� WKH\�ZRXOG� SURWHFW� WKH� SXEOLF� IURP�
³GRPLQDWLRQ�E\�ZKDW�LV�NQRZQ�DV�WKH�PRQH\�WUXVW�́ �%XW�:LOVRQ�
ZDV� WUXH� WR� KLV� VSRQVRUV� DQG� DGYRFDWHG� WKH�&XUUHQF\� ELOO�
�+�5��������RU� WKH�*ODVV�2ZQ�ELOO��ZKLFK�:DUEXUJ�DVVXUHG�
KLV�VXSSRUWHUV�ZDV�HVVHQWLDOO\�WKH�VDPH�DV�WKH�$OGULFK�%LOO�WKDW�
KDG�EHHQ�GHIHDWHG�EHIRUH��7KH�SULPDU\�GLIIHUHQFH�EHLQJ�WKDW�
LQVWHDG�RI� WKH�SURSRVHG�FXUUHQF\�EHLQJ�DQ�REOLJDWLRQ�RI� WKH�
SULYDWH�EDQNV��WKH�QHZ�)HGHUDO�5HVHUYH�QRWH�ZDV�WR�EH�DQ�REOL�
JDWLRQ�RI�WKH�8�6��7UHDVXU\�DQG�PHPEHUVKLS�E\�WKH�QDWLRQDO�
EDQNV�ZDV�PDQGDWRU\��QRW�RSWLRQDO��DQG�WKDW�LW�ZDV�EURXJKW�
LQ�WKURXJK�WKH�'HPRFUDWLF�3DUW\�UDWKHU�WKDQ�5HSXEOLFDQ��$IWHU�
KHDULQJV��GHEDWHV��YRWHV�DQG�DPHQGPHQWV�WKH�SURSRVHG�OHJ�
LVODWLRQ�ZDV�HQDFWHG�DV�WKH�)HGHUDO�5HVHUYH�$FW�LQ������
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8SRQ� WKH� SDVVLQJ� RI� WKH� )HGHUDO� 5HVHUYH� $FW� &RQJUHVVPDQ�
/LQGEHUJK�VWDWHG�

7KLV�$FW�HVWDEOLVKHV� WKH�PRVW�JLJDQWLF� WUXVW�RQ�(DUWK��
:KHQ�WKH�3UHVLGHQW�VLJQV�WKLV�ELOO��WKH�LQYLVLEOH�JRYHUQ�
PHQW�E\�WKH�0RQHWDU\�3RZHU�ZLOO�EH�OHJDOL]HG��WKH�SHR�
SOH�PD\�QRW�NQRZ�LW�LPPHGLDWHO\�EXW�WKH�GD\�RI�UHFNRQLQJ�
LV�RQO\�D�IHZ�\HDUV�UHPRYHG���7KH�ZRUVW�OHJLVODWLYH�FULPH�
RI�WKH�DJHV�LV�SHUSHWUDWHG�E\�WKLV�EDQNLQJ�ELOO�

1HZ�<RUN�&LW\�PD\RU�-RKQ�)��+\ODQ�LQ������VWDWHG�

7KH�UHDO�PHQDFH�RI�RXU�UHSXEOLF�LV�WKLV�LQYLVLEOH�JRYHUQ�
PHQW�ZKLFK�OLNH�D�JLDQW�RFWRSXV�VSUDZOV�LWV�VOLP\�OHQJWK�
RYHU�FLW\��VWDWH��DQG�QDWLRQ��/LNH�WKH�RFWRSXV�RI�UHDO�OLIH��
LW�RSHUDWHV�XQGHU�FRYHU�RI�WKH�VHOI�FUHDWHG�VFUHHQ���$W�
WKH�KHDG�RI�WKLV�RFWRSXV�DUH�WKH�5RFNHIHOOHU�6WDQGDUG�2LO�
LQWHUHVWV�DQG�D�VPDOO�JURXS�RI�SRZHUIXO�EDQNLQJ�KRXVHV�
JHQHUDOO\�UHIHUUHG�WR�DV�LQWHUQDWLRQDO�EDQNHUV��7KH�OLWWOH�
FRWHULH� RI� SRZHUIXO� LQWHUQDWLRQDO� EDQNHUV� YLUWXDOO\� UXQ�
WKH�8QLWHG�6WDWHV�JRYHUQPHQW�IRU�WKHLU�RZQ�VHO¿VK�SXU�
SRVHV��7KH\�SUDFWLFDOO\�FRQWURO�ERWK�SROLWLFDO�SDUWLHV�

5HSUHVHQWDWLYH� /RXLV� 0F� )DGGHQ�� ZKR� ZDV� FKDLUPDQ� RI� WKH�
+RXVH�%DQNLQJ�DQG�&XUUHQF\�&RPPLVVLRQ��SXEOLFDOO\�VWDWHG�

:KHQ�:RRGURZ�:LOVRQ�ZDV�QRPLQDWHG���7KH�PHQ�ZKR�
UXOHG�WKH�'HPRFUDWLF�3DUW\�SURPLVHG�WKH�SHRSOH�LI�WKH\�
UHWXUQHG�WR�SRZHU�WKHUH�ZRXOG�EH�QR�FHQWUDO�EDQN�HVWDE�
OLVKHG�KHUH�ZKLOH�WKH\�KHOG�WKH�UHLJQV¶�RI�JRYHUQPHQW��
7KLUWHHQ� PRQWKV� ODWHU� WKDW� SURPLVH� ZDV� EURNHQ� DQG�
WKH�:LOVRQ�DGPLQLVWUDWLRQ��XQGHU�WKH�WXWHODJH�RI�WKRVH�
VLQLVWHU�:DOO� 6WUHHW� ¿JXUHV�ZKR� VWRRG� EHKLQG� &RORQHO�
+RXVH��HVWDEOLVKHG�KHUH�LQ�RXU�IUHH�FRXQWU\�WKH�ZRUP�
HDWHQ�PRQDUFKLDO�LQVWLWXWLRQ�RI�WKH�µ.LQJV�%DQN¶�WR�FRQ�
WURO�XV�IURP�WKH�WRS�GRZQZDUG��DQG�WR�VKDFNOH�XV�IURP�
WKH�FUDGOH�WR�WKH�JUDYH�
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The Federal Reserve Act

7KH�)HGHUDO�5HVHUYH�$FW�FDOOV�IRU�WKH�FUHDWLRQ�RI�ERWK�SXEOLF�
DQG�SULYDWH�HQWLWLHV��7KHUH�ZHUH�WR�EH�HLJKW�WR�WZHOYH�SULYDWH�
UHJLRQDO�)HGHUDO�5HVHUYH�%DQNV��ZH�KDYH�WZHOYH���HDFK�ZLWK�
LWV�RZQ�ERDUG�RI�GLUHFWRUV�DQG�VHW�JHRJUDSKLFDO�ERXQGDULHV��
7KH�ZKROH� V\VWHP�ZDV�KHDGHG�E\�D� VHYHQ�PHPEHU� )HGHUDO�
5HVHUYH�%RDUG�PDGH�XS�RI� SXEOLF� RI¿FLDOV� DSSRLQWHG�E\� WKH�
SUHVLGHQW�DQG�FRQ¿UPHG�E\�WKH�6HQDWH�IURP�D�OLVW�GUDZQ�IURP�
WKH�)HGHUDO�5HVHUYH�LWVHOI��,Q������WKH�ERDUG�ZDV�UHQDPHG�WKH�
%RDUG�RI�*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH�6\VWHP��DQG�WKH\�
GURSSHG�WKH�8�6��VHFUHWDU\�RI�WKH�WUHDVXU\�DQG�FRPSWUROOHU�RI�
WKH�FXUUHQF\�IURP�WKH�%RDUG��6HFWLRQ������VR�LW�ZDV�FRPSOHWHO\�
SULYDWH��7KH\�DOVR�FUHDWHG�D�WZHOYH�PHPEHU�)HGHUDO�$GYLVRU\�
&RPPLWWHH��6HFWLRQ������DQG�D�QHZ�FXUUHQF\��6HFWLRQ������WKH�
)HGHUDO�5HVHUYH�1RWH��,Q�WKH�����V�WKH�)HGHUDO�5HVHUYH�$FW�ZDV�
DPHQGHG� WR� FUHDWH� WKH�)HGHUDO�2SHQ�0DUNHW�&RPPLWWHH�
�)20&���ZKLFK�QRZ�KDV�HYHQ�JUHDWHU�SRZHUV�WR�GLUHFW�DOO�RSHQ�
PDUNHW�RSHUDWLRQV�RI�WKH�)HGHUDO�5HVHUYH�PHPEHU�EDQNV�

7KH� )HGHUDO� 5HVHUYH� KDV� VWRFN� WKDW� LV� SULYDWHO\� RZQHG� E\�
WKH�PHPEHU�EDQNV��WKH�PHPEHU�EDQNV�DUH�SXEOLFDOO\�WUDGHG�
EXW�SULPDU\�RZQHUVKLS�RI�HDFK� LV� VKDUHG�E\�D� IHZ�FRPPRQ�
LQWHUHVWV��7KH�)HGHUDO�5HVHUYH�GRHV�QRW�VKRZ�LWV�DFFRXQWV�RU�
GLVFORVH� LWV�DFWLYLWLHV� WR� WKH�SXEOLF�RU�HYHQ� WKH�JRYHUQPHQW��
XQOHVV�LW�VHUYHV�WKHP�WR�GR�VR��+RZHYHU��IURP�ZKDW�KDV�EHHQ�
UHSRUWHG�ZH�NQRZ�WKH�ODUJHVW�IRXQGLQJ�RZQHUV�RI�WKH�)HGHUDO�
5HVHUYH� LQFOXGH�� 5RFNHIHOOHU¶V� &LW\� 1DWLRQDO� %DQN�� 0RUJDQ¶V�
1DWLRQDO� &LW\� %DQN�� DQG� WKH� 1DWLRQDO� %DQN� RI� &RPPHUFH��
ZKLFK� LV�� LQ� WXUQ�� RZQHG�E\�0RUJDQ¶V�(TXLWDEOH� /LIH��0XWXDO�
/LIH��-�3��0RUJDQ�	�&R���-�3��0RUJDQ�-U���DQG�0RUJDQ¶V�SDUWQHUV�
+�3��'DYLVRQ��3DXO�:DUEXUJ��DQG�-DFREH�6FKLII��DQG�DOO�RI�WKHVH�
FRPSDQLHV�UHFHLYHG�FDSLWDOL]DWLRQ�IURP�WKH�5RWKVFKLOG�V\QGL�
FDWH� LQ� (XURSH�� ,Q� 7KH� 5REEHU� %DURQV�� 0DWWKHZ� -RVHSKVRQ�
UHSRUWV�



AMERICAN ROYALTY AND KINGDOMS  |  57

,Q�WKLV�FDPSDLJQ�RI�VHFUHW�DOOLDQFHV�KH��0RUJDQ��DFTXLUHG�
GLUHFW�FRQWURO�RI�WKH�1DWLRQDO�%DQN�RI�&RPPHUFH��WKHQ�
D� SDUW� RZQHUVKLS� LQ� WKH� )LUVW� 1DWLRQDO� %DQN�� DOO\LQJ�
KLPVHOI� WR� WKH�YHU\�VWURQJ�DQG�FRQVHUYDWLYH�¿QDQFLHU��
*HRUJH�)��%DNHU��ZKR�KHDGHG�LW��WKHQ�E\�PHDQV�RI�VWRFN�
RZQHUVKLS�DQG�LQWHUORFNLQJ�GLUHFWRUDWHV�KH�OLQNHG�WR�WKH�
¿UVW�QDPHG�EDQNV�RI�RWKHU�OHDGLQJ�EDQNV��WKH�+DQRYHU��
WKH�/LEHUW\��DQG�&KDVH�

,Q� ����� 6HQDWRU� $OGULFK� DOVR� LQWURGXFHG� D� FRQVWLWXWLRQDO�
DPHQGPHQW�WR�HVWDEOLVK�DQ�LQFRPH�WD[��WKDW�ZDV�QHYHU�IRU�
PDOO\� UDWL¿HG�� WR� HQVXUH� WKDW� JRYHUQPHQW�GHEW� WR� WKH�EDQN�
ZRXOG�EH�SDLG��$PHULFDQ¶V�GLGQ¶W�KDYH�WR�SD\�D�IHGHUDO�LQFRPH�
WD[�XQWLO�WKH�)HGHUDO�5HVHUYH�ZDV�FUHDWHG��WKH\�DUH�SDUW�RI�WKH�
VDPH�V\VWHP��7KH�SXEOLF�ZDV�WROG�WKLV�V\VWHP�ZRXOG�NHHS�WKH�
HFRQRP\�VWDEOH��EXW�LW�ZDV�D�EDQNLQJ�FRXS��DQG�LW�KDV�QRW�VWD�
ELOL]HG�RXU�HFRQRP\��8SRQ�SDVVDJH�RI�WKH�DFW��6HQDWRU�$OGULFK�
VWDWHG�

%HIRUH�SDVVDJH�RI�WKH�$FW��WKH�1HZ�<RUN�%DQNHUV�FRXOG�
RQO\�GRPLQDWH�WKH�UHVHUYHV�RI�1HZ�<RUN��1RZ��ZH�DUH�
DEOH�WR�GRPLQDWH�WKH�EDQN�UHVHUYHV�RI�WKH�HQWLUH�FRXQWU\�

Fed 101

+RZ�PRQH\�LV�PDGH�LQ�WKLV�QHZ�5R\DO�6\VWHP�EURXJKW�RYHU�
IURP�(XURSH�

���7KH�)HGHUDO�5HVHUYH�2SHQ�0DUNHW�&RPPLWWHH�DSSURYHV�WKH�
SXUFKDVH�RI�8�6��ERQGV��GHEW�LQVWUXPHQWV��RQ�WKH�RSHQ�PDU�
NHW��,Q�RWKHU�ZRUGV��WKH�)HG�DJUHHV�WR�JLYH�WKH�JRYHUQPHQW�
WKH�PRQH\�LW�ZDQWV�RU�WR�DQ\RQH�WKH�)HG�ZDQWV�

���7KRVH�ERQGV�DUH�SXUFKDVHG�RQ�WKH�RSHQ�PDUNHW��WKLV�FUH�
DWHV�JRYHUQPHQW�GHEW��DQG�WKH�WD[SD\HU�LV�REOLJHG�WR�SD\�WKH�
LQWHUHVW�
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���7KH�)HG�SD\V�IRU�WKH�ERQGV�ZLWK�HOHFWURQLF�FUHGLWV�VHQW�WR�
WKH�VHOOHU¶V�EDQN�RU�7UHDVXU\��7KLV�LV�PRQH\�WKDW�GLG�QRW�H[LVW�
EHIRUH��EDFNHG�E\�WKH�VHFXULW\�RI�WKH�8�6��JRYHUQPHQW�SD\LQJ�
WKH�LQWHUHVW�RQ�WKRVH�ERQGV�IURP�WKH�WD[HV�LW�FROOHFWV�IURP�WKH�
SXEOLF�

��� 7KRVH� ERQGV�� RU� GHEW� LQVWUXPHQWV� �,28V� RI� WKH� JRYHUQ�
PHQW�� VHUYH� DV� DQ� DVVHW� RQ� WKH� EDQN¶V� ERRNV�� %DQNV� NHHS�
UHVHUYHV�RQ�GHSRVLW�DQG� OHQG�D�SRUWLRQ�RI�WKH�EDODQFH��WKH\�
KDYH�FHUWDLQ�UHVHUYH�UHTXLUHPHQWV��DQG�WKH\�FDQ¶W�OHQG�RXW�DOO�
WKH�PRQH\�WKH\�KDYH�RQ�GHSRVLW��WKH\�KDYH�WR�NHHS�VRPH�RQ�
KDQG�VR�WR�VSHDN��

)UDFWLRQDO�5HVHUYH�/HQGLQJ�LV�ZKHQ�RQH�EDQN�PDNHV�D�ORDQ�
WR�DQRWKHU�HQWLW\��EDVHG�RQ�D�SHUFHQWDJH�RI�WKH�UHVHUYHV�WKH�
EDQN� KDV� RQ� KDQG�� DQG� LW� W\SLFDOO\� VWDUWV�ZKHQ� WKH� )HGHUDO�
5HVHUYH� OHQGV� PRQH\� WR� LWV� PHPEHU� EDQNV�� :KRHYHU� LV� LQ�
UHFHLSW�RI� WKDW�PRQH\�GHSRVLWV� LW� LQ�VRPH�RWKHU�EDQN��PDN�
LQJ�LW�DQ�DVVHW�RI�WKH�EDQN�WKDW�MXVW�UHFHLYHG�LW�DV�D�GHSRVLW��
DQG��WKXV��DGGLQJ�PRUH�IXQGV�WR�WKDW�EDQN¶V�FDVK�UHVHUYHV��$�
SRUWLRQ�RI�WKDW�QHZ�GHSRVLW�FDQ�EH�OHQW�RXW�DJDLQ��HVVHQWLDOO\�
PXOWLSO\LQJ�WKDW�PRQH\��:KRHYHU�WKH�UHFLSLHQW�LV�RI�WKDW�QHZ�
ORDQ� WKH� EDQN�PDGH�� KH�ZLOO� LQ� WXUQ� GHSRVLW� WKDW�PRQH\� LQ�
\HW� DQRWKHU�EDQN�DFFRXQW�� QRZ�DGGLQJ� WR� WKDW� RWKHU�EDQN¶V�
UHVHUYHV��$QG�VR�LW�JRHV�FUHDWLQJ�WKH�PRQH\�PXOWLSOLHU�HIIHFW��
7KH�PRUH�ERQGV�WKH�)HG�EX\V��WKH�PRUH�PRQH\�JRHV�LQWR�WKH�
VWUHHW�DV�ORDQV��,I�WKH�)HG�VHOOV�ERQGV�DQG�ORZHUV�LWV�UHVHUYHV��
LW�WKHQ�VWRSV�PDNLQJ�ORDQV�DQG�SXOOV�PRQH\�RXW�RI�WKH�HFRQRP\�
DQG�VKULQNV�LW��OLNH�DSSO\LQJ�D�EUDNH��WKH�PRQH\�VORZV�GRZQ�

6R�����PLOOLRQ�LQ�ERQGV�JHWV�WXUQHG�LQWR�����PLOOLRQ�LQ�EDQN�
DFFRXQW�GHSRVLWV��URXJKO\���7R�UHGXFH�WKH�DPRXQW�RI�PRQH\�LQ�
WKH�HFRQRP\�WKH�SURFHVV�LV�UHYHUVHG��7KH�)HG�VHOOV�ERQGV�RQ�
WKH�RSHQ�PDUNHW�WR�WKH�SXEOLF��PRVWO\�LQVWLWXWLRQDO�EX\HUV��DQG�
WKH�PRQH\�ÀRZV�EDFN�RXW�RI�WKH�HFRQRP\��/RDQV�PXVW�DOVR�EH�
UHGXFHG�EHFDXVH�UHVHUYHV�DUH�GHSOHWHG��6R�D�VDOH�RI����PLOOLRQ�
RI� ERQGV� UHPRYHV� �URXJKO\�� ����PLOOLRQ� IURP� WKH� HFRQRP\��
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EXW�WKH�)HG�PDNHV�D�IRUWXQH�HDFK�ZD\��7KH�)HG�FUHDWHV�D�ULS�
SOH�HIIHFW�LQ�WKH�HFRQRP\�HYHU\�WLPH�LW�EX\V�RU�VHOOV�ERQGV�RQ�
WKH�RSHQ�PDUNHW��RU�UDLVHV�DQG�ORZHUV�LWV�LQWHUHVW�UDWH�WR�RWKHU�
EDQNV�

&RQJUHVVPDQ�/LQGEHUJK�H[SODLQHG�LW�WKLV�ZD\�

7R�FDXVH�KLJK�SULFHV��DOO�WKH�)HGHUDO�5HVHUYH�%RDUG�ZLOO�
GR�ZLOO�EH�WR�ORZHU�WKH�UHGLVFRXQW�UDWH����SURGXFLQJ�DQ�
H[SDQVLRQ� RI� FUHGLW� DQG� D� ULVLQJ� VWRFN� PDUNHW�� WKHQ�
ZKHQ«EXVLQHVV�PHQ�DUH�DGMXVWHG�WR�WKHVH�FRQGLWLRQV��
LW�FDQ�FKHFN«SURVSHULW\�LQ�PLG�FDUHHU�E\�DUELWUDULO\�UDLV�
LQJ�WKH�UDWH�RI�LQWHUHVW��,W�FDQ�FDXVH�WKH�SHQGXOXP�RI�D�
ULVLQJ�DQG�IDOOLQJ�PDUNHW�WR�VZLQJ�JHQWO\�EDFN�DQG�IRUWK�
E\�VOLJKW�FKDQJHV�LQ�WKH�GLVFRXQW�UDWH��RU�FDXVH�YLROHQW�
ÀXFWXDWLRQV�E\�D�JUHDWHU�UDWH�YDULDWLRQ�DQG�LQ�HLWKHU�FDVH�
LW�ZLOO�SRVVHVV�LQVLGH�LQIRUPDWLRQ�DV�WR�¿QDQFLDO�FRQGL�
WLRQV� DQG� DGYDQFH� NQRZOHGJH� RI� WKH� FRPLQJ� FKDQJH��
HLWKHU�XS�RU�GRZQ��7KLV�LV�WKH�VWUDQJHVW��PRVW�GDQJHU�
RXV� DGYDQWDJH� HYHU� SODFHG� LQ� WKH� KDQGV� RI� D� VSHFLDO�
SULYLOHJH� FODVV� E\� DQ\�*RYHUQPHQW� WKDW� HYHU� H[LVWHG��
7KH�V\VWHP�LV�SULYDWH��FRQGXFWHG�IRU�WKH�VROH�SXUSRVH�
RI�REWDLQLQJ�WKH�JUHDWHVW�SRVVLEOH�SUR¿WV�IURP�WKH�XVH�
RI�RWKHU�SHRSOH¶V�PRQH\��7KH\�NQRZ�LQ�DGYDQFH�ZKHQ�WR�
FUHDWH�SDQLFV�WR�WKHLU�DGYDQWDJH��7KH\�DOVR�NQRZ�ZKHQ�
WR�VWRS�SDQLF��,QÀDWLRQ�DQG�GHÀDWLRQ�ZRUN�HTXDOO\�ZHOO�
IRU�WKHP�ZKHQ�WKH\�FRQWURO�¿QDQFH�

7KH�)HG�FDQ�DOVR�H[SDQG�RU�GLPLQLVK�PDUNHW�IRUFHV�DQG�SXU�
FKDVLQJ� SRZHU� E\� ORZHULQJ� RU� LQFUHDVLQJ� WKH� LQWHUHVW� UDWHV��
+LJK�LQWHUHVW�UDWHV�UHGXFH�WKH�DPRXQW�RI�EDQN�ORDQV�IRU�EXVL�
QHVV�WR�JURZ�WKHLU�EXVLQHVV��KRPH�ORDQV��FDU�ORDQV��DQG�HYHU\�
RWKHU�NLQG�RI�GHEW�¿QDQFLQJ��:KHWKHU�\RX�KDYH�D�MRE�RU�QRW��
KRZ�PXFK�\RX�JHW�SDLG�DQG�IRU�KRZ�ORQJ�\RX�ZRUN��\RXU�HQWLUH�
TXDOLW\�RI�OLIH�WKDW�\RX�OLYH�GHSHQGV�RQ�WKH�)HGHUDO�5HVHUYH�DQG�
ZKDW�GHFLVLRQV�WKH\�PDNH��7KH�SROLFLHV�RI�WKH�)HGHUDO�5HVHUYH�
DIIHFW� FLWL]HQV� SHUVRQDOO\� PRUH� WKDQ� PRVW� RI� WKH� GHFLVLRQV�
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PDGH�LQ�&RQJUHVV��\HW�WKH\�RSHUDWH�ZLWKRXW�DQ\�WUXH�JRYHUQ�
PHQW�RYHUVLJKW�RU�VXSHUYLVLRQ��7KH�)HG�DGYLVHV� WKH�JRYHUQ�
PHQW��QRW�WKH�RWKHU�ZD\�DURXQG�

$ODQ� *UHHQVSDQ�� IRUPHU� FKDLUPDQ� RI� WKH� )HGHUDO� 5HVHUYH��
VXPPHG�LW�XS�RQ�WHOHYLVLRQ��ZKHQ�KH�VDLG�

1R�RWKHU�DJHQF\�RI�JRYHUQPHQW�FDQ�RYHU�ULGH�WKH�DFWLRQV�
WKDW�ZH�WDNH�

The Great Depression

7KH� 8QLWHG� 6WDWHV�� DQG� WKH� ZRUOG�� IRUPDOO\� SOXQJHG� LQWR� D�
GHSUHVVLRQ� RQ� %ODFN� 7XHVGD\�� 2FWREHU� ���� ������ ZKHQ� WKH�
8QLWHG� 6WDWHV� VWRFN� PDUNHW� FUDVKHG�� 7KH� WLJKWHQLQJ� RI� WKH�
PRQH\� VXSSO\� FDXVHG� PDVVLYH� OD\RIIV� DQG� XQHPSOR\PHQW��
EDQNUXSWFLHV��DQG�ORVV�RI�KRPHV��IDUPV��DQG�EXVLQHVVHV��EXW�
LW� PDNH� LQFUHGLEOH� IRUWXQHV� IRU� WKH� FDUWHO�� 7KRVH� WKDW� FRQ�
WURO�WKH�)HG�KDYH�LQVLGHU� LQIRUPDWLRQ�WKDW� OHG�WKHP�WR�PRYH�
WKHLU�DVVHWV�RXW�RI�WKH�VWRFN�PDUNHW�EHIRUH�LW�FDPH�GRZQ�LQ�
IXOO�IRUFH��WKDW�PRYH�RXW�RI�WKH�PDUNHW�SUHFLSLWDWHG�WKH�FUDVK�
OLNH�D�KRXVH�RI�FDUGV� IDOOLQJ�� MXVW� OLNH�WKH�$PHULFDQ�%DQNHUV�
$VVRFLDWLRQ�WKUHDWHQHG�MXVW�D�IHZ�\HDUV�EHIRUH��DQG�VLPLODU�WR�
ZKDW�KDV�KDSSHQHG�DJDLQ�WR�XV�WRGD\�

)URP� ���������� LQGXVWULDO� SURGXFWLRQ� GHFOLQHG� ��� SHUFHQW��
ZKROHVDOH� SULFHV�ZHQW� GRZQ����SHUFHQW�� IRUHLJQ� WUDGH�ZHQW�
GRZQ����SHUFHQW��DQG�XQHPSOR\PHQW������SHUFHQW��$FFRUGLQJ�
WR�5HSUHVHQWDWLYH�/RXLV�7��0F�)DGGHQ��FKDLUPDQ�RI�WKH�+RXVH�
%DQNLQJ�DQG�&XUUHQF\�&RPPLWWHH��VSHDNLQJ�RQ�WKH�FDXVHV�RI�
WKH�*UHDW�'HSUHVVLRQ�

,W� ZDV� QRW� DFFLGHQWDO���,W� ZDV� D� FDUHIXOO\� FRQWULYHG�
RFFXUUHQFH���7KH�,QWHUQDWLRQDO�EDQNHUV�VRXJKW�WR�EULQJ�
DERXW� D� FRQGLWLRQ� RI� GHVSDLU� KHUH� VR� WKDW� WKH\�PLJKW�
HPHUJH�DV�UXOHUV�RI�XV�DOO�
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0LOWRQ� )UHHGPDQ� D� 1REHO� 3UL]H�ZLQQLQJ� HFRQRPLVW� DW� WKH�
8QLYHUVLW\�RI�&KLFDJR�DQG�D� OHDGLQJ�FRQVHUYDWLYH�PRQHWDULVW�
DQG�SURSRQHQW�RI�PRQHWDULVW�SROLF\�VWDWHG�

7KH�)HGHUDO�5HVHUYH�GH¿QLWHO\�FDXVHG�WKH�*UHDW�GHSUHV�
VLRQ�E\�FRQWUDFWLQJ�WKH�DPRXQW�RI�FXUUHQF\�LQ�FLUFXOD�
WLRQ�E\�RQH�WKLUG�IURP�����������

,Q� D� GLQQHU� KRQRULQJ� 3URIHVVRU� )ULHGPDQ¶V� QLQHWLHWK� ELUWK�
GD\��)HGHUDO�5HVHUYH�&KDLUPDQ�%HUQDQNH�DGGUHVVHG�SURIHVVRU�
)ULHGPDQ�DQG�KLV�VWDWHPHQW�RQ�WKH�GHSUHVVLRQ�VD\LQJ�

<RX¶UH�ULJKW²ZH�GLG�LW��:H¶UH�YHU\�VRUU\��%XW�WKDQNV�WR�
\RX��ZH�ZRQ¶W�GR�LW�DJDLQ�

8SRQ�VHHLQJ�WKH�GLVDVWHU�WKDW�KDG�RFFXUUHG�WKURXJK�WKH�IRUPD�
WLRQ�RI�WKH�)HGHUDO�5HVHUYH��3UHVLGHQW�:RRGURZ�:LOVRQ��ZKR�
KHOSHG�WR�FUHDWH�LW��ODPHQWHG��6HSWHPEHU�����������

,�DP�WKH�PRVW�XQKDSS\�PDQ��,�KDYH�XQZLWWLQJO\�UXLQHG�
P\� FRXQWU\�� $� JUHDW� LQGLYLGXDO� QDWLRQ� LV� QRZ� FRQWURO�
OHG�E\�D�V\VWHP�RI�FUHGLW��:H�DUH�QR�ORQJHU�JRYHUQHG�
E\�IUHH�RSLQLRQ��QR�ORQJHU�D�JRYHUQPHQW�E\�FRQYLFWLRQ�
DQG�WKH�YRWH�RI�WKH�PDMRULW\��EXW�D�JRYHUQPHQW�E\�WKH�
RSLQLRQ�DQG�GXUHVV�RI�D�VPDOO�JURXS�RI�GRPLQDQW�PHQ�

3URIHVVRU�&DUUROO�4XLJOH\��SURIHVVRU�RI�KLVWRU\�DW�WKH�)RUHLJQ�
6HUYLFH� 6FKRRO� DW� *HRUJHWRZQ� 8QLYHUVLW\�� DQG� IRUPHUO\� DW�
3ULQFHWRQ�DQG�+DUYDUG��VSHDNLQJ�RQ�WKH�FUHDWLRQ�RI�WKH�)HGHUDO�
5HVHUYH��VDLG�

1RWKLQJ� OHVV� WKDQ� WR� FUHDWH� D�ZRUOG� V\VWHP� RI� ¿QDQ�
FLDO�FRQWURO�LQ�SULYDWH�KDQGV���WR�GRPLQDWH�WKH�SROLWLFDO�
V\VWHP�RI�HDFK�FRXQWU\�DQG�HFRQRP\�RI�WKH�ZRUOG�DV�D�
ZKROH�

%XW�WKH�YHU\�PDQ�ZKR�EURXJKW�LW�DERXW�UHJUHWWHG�LW�WKH�PRVW�
DW�WKH�HQG�RI�KLV�OLIH��3UHVLGHQW�:RRGURZ�:LOVRQ�VDLG�
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>2XU@*UHDW�,QGXVWULDO�1DWLRQ�LV�FRQWUROOHG�E\�LWV�V\VWHP�
RI�FUHGLW��2XU�V\VWHP�RI�FUHGLW�LV�SULYDWHO\�FRQFHQWUDWHG��
7KH�JURZWK�RI�RXU�QDWLRQ��WKHUHIRUH��DQG�DOO�RXU�DFWLYL�
WLHV�DUH�LQ�WKH�KDQGV�RI�D�IHZ�PHQ���ZKR�QHFHVVDULO\��E\�
WKH�YHU\�UHDVRQ�RI�WKHLU�RZQ�OLPLWDWLRQV��FKLOO�DQG�FKHFN�
DQG�GHVWUR\�JHQXLQH�HFRQRPLF�IUHHGRP�

:H�KDYH�FRPH�WR�EH�RQH�RI�WKH�PRVW�UXOHG��RQH�RI�WKH�
PRVW� FRPSOHWHO\� FRQWUROOHG� DQG� GRPLQDWHG� JRYHUQ�
PHQWV�LQ�WKH�FLYLOL]HG�ZRUOG�

%HIRUH� KH� GLHG� :LOVRQ� VDLG�� ³,� KDYH� XQZLWWLQJO\� UXLQHG� P\�
JRYHUQPHQW�́

World War I

7KH�$PHULFDQ�SHRSOH�ZHUH�YHU\�RSSRVHG�WR�JHWWLQJ�LQYROYHG�
ZLWK� WKH� )LUVW�:RUOG�:DU�� 7KH� FDUWHO� SUHVVHG�� EXW� DJDLQVW� D�
VWURQJ�WLGH�RI�DQWLZDU�VHQWLPHQW�DQG�LVRODWLRQLVP�WKURXJKRXW�
WKH�KHDUWODQG�RI�$PHULFD��DQG�:LOVRQ�ZDV�ZLWK�WKH�SURJUHV�
VLYH�SDUW\�WKDW�ZDV�DJDLQVW�WKH�ZDU��2I�FRXUVH�(QJODQG�ZDQWHG�
$PHULFD¶V�KHOS�DQG�SDUW�RI�$PHULFD�ZDQWHG�WR�KHOS��EXW�PRVW�
GLGQ¶W�� %XW� WKH� EDQNLQJ� FDUWHO�ZDV� EHKLQG�ZDU�� DIWHU� DOO� WKH�
PRQH\� EHKLQG� WKH� )HGHUDO� 5HVHUYH� LV� (XURSHDQ�PRQH\�� 6R�
WKH�EDQNV�OREELHG�KDUG��:DUEXUJ�ZDV�LQ�FRQWDFW�ZLWK�%ULWDLQ¶V�
VHFUHWDU\�RI�ZDU��DQG�HYHQ�GLVFXVVHG�ZD\V�WR�JHW�WKH�8QLWHG�
6WDWHV�LQWR�WKH�ZDU��LQFOXGLQJ�VDFUL¿FLQJ�D�SDVVHQJHU�VKLS�ZLWK�
$PHULFDQV�RQ�LW�E\�VHQGLQJ�LW�LQWR�*HUPDQ�FRQWUROOHG�ZDWHUV��
2QFH�WKH�ZDU�EURNH�RXW��$PHULFDQV�UDPSHG�XS�LQGXVWULDO�SUR�
GXFWLRQ�DQG�LQFXUUHG�PRUH�GHEW�GRLQJ�VR�

:KHQ�:RUOG�:DU�,�ZDV�HQGHG��WKH�IDPLO\�IHXG�EHWZHHQ�UR\DO�
IDPLOLHV� LQ�(XURSH�ZDV�RYHU��DQG�D�JURXS�RI�SRZHU�HPHUJHG�
IURP�(XURSH�DQG�DURXQG�WKH�ZRUOG�WKDW�ZDV�ELJJHU�WKDQ�DQ\�
FRXQWU\��$PHULFD�FDPH�WR�WKH�VWDJH�DV�D�ZRUOG�SRZHU�DQG�HFR�
QRPLF�SOD\HU��DQG�WKH�/HDJXH�RI�1DWLRQV�LGHDO�OHG�WR�WKH�8QLWHG�



AMERICAN ROYALTY AND KINGDOMS  |  63

1DWLRQV�DQG�D�YLHZ�RI�RQH�JOREDO�JRYHUQPHQW��0HDQZKLOH��WKH�
)HGHUDO� 5HVHUYH� DQG� FRPPHUFLDO� EDQNV� DOVR�PDGH� ORDQV� WR�
*HUPDQ\�DQG�-DSDQ��ZKLFK�JUHZ�WKHP�LQWR�SURVSHURXV�HFRQR�
PLHV�DJDLQ��8VLQJ�WKH�:RUOG�%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�
)XQG� �,0)��� WKLV� VDPH� &DUWHO� JUHZ� WKURXJKRXW� WKH� ZRUOG�
DQG�EHFDPH� OHQGHUV� WR�RWKHU�FRXQWULHV��7KLV�FDUWHO�� WKURXJK�
WKH� )HGHUDO� 5HVHUYH�� HYHQ� PDNHV� ORDQV� WR� 5XVVLD� ZLWKRXW�
$PHULFDQV�NQRZLQJ�

:LQVWRQ�&KXUFKLOO�VWDWHG�WR�WKH�/RQGRQ�3UHVV�LQ������

)URP� WKH� GD\V� RI� 6SDUWLFXV�� :LHVNKRSI�� .DUO� 0DU[��
7URWVN\�� 5RVD� /X[HPEHUJ�� DQG� (PPD� *ROGPDQ�� WKLV�
ZRUOG�FRQVSLUDF\�KDV�EHHQ�VWHDGLO\�JURZLQJ��7KLV�FRQ�
VSLUDF\�SOD\HG�D�GH¿QLWH�UHFRJQL]DEOH�UROH�LQ�WKH�WUDJHG\�
RI�WKH�)UHQFK�5HYROXWLRQ��,W�KDV�EHHQ�WKH�PDLQVSULQJ�RI�
HYHU\�VXEYHUVLYH�PRYHPHQW�GXULQJ�WKH�QLQHWHHQWK�FHQ�
WXU\��$QG�QRZ�DW�ODVW�WKLV�EDQG�RI�H[WUDRUGLQDU\�SHUVRQ�
DOLWLHV�IURP�WKH�XQGHUZRUOG�RI�WKH�JUHDW�FLWLHV�RI�(XURSH�
DQG�$PHULFD�KDYH�JULSSHG� WKH�5XVVLDQ�SHRSOH�E\� WKH�
KDLU� RI� WKHLU� KHDG� DQG� KDYH� EHFRPH� WKH� XQGLVSXWHG�
PDVWHUV�RI�WKDW�HQRUPRXV�HPSLUH�

,Q�D�VWDWHPHQW�E\�&RQJUHVVLRQDO�5HSUHVHQWDWLYH�/RXLV�7��0F�
)DGGHQ�

7KH�FRXUVH�RI�5XVVLDQ�+LVWRU\�KDV��LQGHHG��EHHQ�JUHDWO\�
DIIHFWHG� E\� WKH� RSHUDWLRQV� RI� LQWHUQDWLRQDO� EDQNHUV���
WKH�6RYLHW�*RYHUQPHQW�KDV�EHHQ�JLYHQ�8QLWHG�6WDWHV�
7UHDVXU\� IXQGV� E\� WKH� )HGHUDO� 5HVHUYH� %RDUG� DFWLQJ�
WKURXJK� WKH� &KDVH� %DQN�� (QJODQG� KDV� GUDZQ� PRQH\�
IURP�XV�WKURXJK�WKH�)HGHUDO�5HVHUYH�%DQNV�DQG�UH�OHQW�
LW�DW�KLJK�UDWHV�RI� LQWHUHVW� WR� WKH�6RYLHW�*RYHUQPHQW��
7KH�'QLHSHUVRU\�'DP�ZDV�EXLOW�ZLWK� IXQGV�XQODZIXOO\�
WDNHQ� IURP� WKH� 8QLWHG� 6WDWHV� 7UHDVXU\� E\� WKH� FRU�
UXSW�DQG�GLVKRQHVW�)HGHUDO�5HVHUYH�%RDUG�DQG�)HGHUDO�
5HVHUYH�%DQNV�
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7KURXJKRXW� WKH� KLVWRU\� RI� WKH� 8QLWHG� 6WDWHV� RXU� IRXQGLQJ�
IDWKHUV�DQG�SUHVLGHQWV�KDYH�ZDUQHG�WKH�SXEOLF�DERXW�WKH�SRZHUV�
DQG�GDQJHUV�RI�WKH�)HGHUDO�5HVHUYH��FHQWUDO�EDQNLQJ�DQG�IUDF�
WLRQDO�UHVHUYH�OHQGLQJ��7KRPDV�-HIIHUVRQ��%HQMDPLQ�)UDQNOLQ��
$OH[DQGHU�+DPLOWRQ��DQG�-DPHV�0DGLVRQ�DOO�ZDUQHG�WKH�SXE�
OLF� DQG� IRXJKW� DJDLQVW� WKH� EDQN�� ZKLOH� *HRUJH� :DVKLQJWRQ�
H[SUHVVHG�FRQFHUQ��/DWHU�$EUDKDP�/LQFROQ��$QGUHZ�-DFNVRQ��
-DPHV�*DU¿HOG��7KHRGRUH�5RRVHYHOW��:RRGURZ�:LOVRQ��)UDQNOLQ�
'��5RRVHYHOW��DQG�-RKQ�)��.HQQHG\�VSRNH�RXW�DJDLQVW�WKH�)HG��
DQG� LQWHUHVWLQJO\�WKH\�HDFK�KDG�HLWKHU�EHHQ�DVVDVVLQDWHG�RU�
DQ�DWWHPSW�ZDV�PDGH�RQ�WKHLU�OLIH��6LQFH�-RKQ�)��.HQQHG\��DOO�
8�6��SUHVLGHQWV�KDYH�EHHQ�FKRVHQ�DQG�¿QDQFHG�E\�WKH�EDQN�
LQJ�FDUWHO�

7KH� )HGHUDO� 5HVHUYH� OHQGV� WR� ZKRP� LW� ZDQWV� DQG� ZKHQ� LW�
ZDQWV��ZLWKRXW�KDYLQJ�WR�LQIRUP�WKH�SXEOLF�RU�WKH�JRYHUQPHQW��
,W�DOVR�URXWLQHO\�ZRUNV�ZLWK�RWKHU�FHQWUDO�EDQNV�WKDW�ZHUH�DOVR�
VWDUWHG�E\�WKH�VDPH�SHRSOH��,I�\RX�ZDQW�WR�EH�D�EDQN�WRGD\�
GHDOLQJ�LQWHUQDWLRQDOO\��\RX�QHHG�WR�EH�LQ�WKH�V\VWHP��LW¶V�QRZ�
WKURXJKRXW� WKH�ZRUOG�� HYHQ� LQ�5XVVLD�DQG�&KLQD��7KH�FDUWHO�
KHOSHG�GHYHORS�WKH�ZKROH�&KLQHVH�EDQNLQJ�V\VWHP��ZKLFK� LV�
EHFRPLQJ�WKH�ODUJHVW�LQ�WKH�ZRUOG��7KHVH�ZRUOG�EDQNLQJ�ODZV�
UXOH�RYHU�JRYHUQPHQW� ODZV�� DQG�QRZ� WKH�PRQH\� FDUWHO� XOWL�
PDWHO\�FRQWUROV�DOO�QDWLRQV�
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7KURXJK�DOO� WKH�\HDUV� WKDW� WKH� LQWHUQDWLRQDO�EDQNHUV�SXVKHG�
WKHLU� JRYHUQPHQWV� WR� FUHDWH� FHQWUDO� EDQNV� LQ� RUGHU� WR� FRQ�
WURO� FXUUHQF\�� FRPPHUFH�� DQG� WUDGH�� WKHLU� JUHDWHVW� RSSRVL�
WLRQ�ZDV�IURP�WKH�FLWL]HQV�WKHPVHOYHV��0RVW�RI�WKH�WLPH�WKHVH�
EDQNLQJ�WUDQVDFWLRQV�DUH�FDUULHG�RQ�LQ�VHFUHW��DQG�WKLV�LV�ZKDW�
JLYHV� WKHP� WUHPHQGRXV� SRZHU�� WR� PDNH� GHFLVLRQV� ZLWKRXW�
EHLQJ�TXHVWLRQHG�RU�WR�EH� LPSHGHG�E\�FRPSHWLWLRQ�RU�SXEOLF�
RSLQLRQ��7KH�OHVV�UHJXODWHG�WKH�EDQNLQJ�LQGXVWU\�LV��WKH�PRUH�
SRZHU�WKH\�KDYH��%HIRUH�WKH�DJH�RI�UDGLR�� WHOHYLVLRQ��RU� WKH�
,QWHUQHW��SXEOLF�LQIRUPDWLRQ�ZDV�UHSRUWHG�WKURXJK�QHZVSDSHUV�
DQG�PDJD]LQHV��ZKLFK�3UHVLGHQW�7KHRGRUH�5RRVHYHOW�DOUHDG\�
VWDWHG�ZHUH�RZQHG�DQG�GLUHFWHG�E\�WKH�FDUWHO�RU�PRQH\�WUXVW�
DV�KH�SXW�LW�DQG�WKLV�LV�VWLOO�WUXH�WRGD\�

'XULQJ� WKH� ODWH� ����V� WKH� EHKDYLRUDO� VFLHQFH� RI� SV\FKRORJ\�
ZDV�GHYHORSLQJ��DQG�WKH�IDPRXV�SV\FKRDQDO\VW�'U��6LJPXQG�
)UHXG�ZDV� UHYHDOLQJ�KRZ� WKH� VXEFRQVFLRXV�PLQG�ZRUNV� DQG�
KRZ� SHRSOH� DUH� PRWLYDWHG� DQG� UHVSRQG� WR� H[WHUQDO� IRUFHV�
DQG�LQIRUPDWLRQ��VXJJHVWLRQ���)UHXG¶V�QHSKHZ��(GZDUG�/RXLV�
%HUQD\V��������������DORQJ�ZLWK�FROXPQLVWV�:DOWHU�/LSSPDQQ�
DQG�,Y\�/HH�FUHDWHG�WKH�LQGXVWU\�RI�SXEOLF�UHODWLRQV��35��DQG�
GHYHORSHG�WKH�FRPPHUFLDO�XVH�RI�SURSDJDQGD��DQG�WKHVH�PHQ�
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SOD\HG� D� OHDGLQJ� UROH� LQ� GHYHORSLQJ� VFLHQWL¿F� WHFKQLTXHV� RI�
PROGLQJ�SXEOLF�RSLQLRQ�DQG�ZKDW�WKH\�FDOOHG�³WKH�HQJLQHHULQJ�
RI�FRQVHQW�́ �7KH�RSHQLQJ�SDUDJUDSK�RI�%HUQD\V¶V�ERRN�FDOOHG�
3URSDJDQGD�UHDGV�DV�IROORZV�

7KH�FRQVFLRXV�DQG�LQWHOOLJHQW�PDQLSXODWLRQ�RI�WKH�RUJDQ�
L]HG�KDELWV�DQG�RSLQLRQV�RI�WKH�PDVVHV�LV�DQ�LPSRUWDQW�
HOHPHQW� LQ�GHPRFUDWLF�VRFLHW\��7KRVH�ZKR�PDQLSXODWH�
WKLV�XQVHHQ�PHFKDQLVP�RI�VRFLHW\�FRQVWLWXWH�DQ� LQYLV�
LEOH�JRYHUQPHQW�ZKLFK�LV�WKH�WUXH�UXOLQJ�SRZHU�RI�RXU�
FRXQWU\�

%HUQD\V�JRHV�RQ�IXUWKHU�WR�VD\�

:H�DUH�JRYHUQHG��RXU�PLQGV�PROGHG��RXU�WDVWHV�IRUPHG��
RXU� LGHDV� VXJJHVWHG�� ODUJHO\� E\� PHQ� ZH� KDYH� QHYHU�
KHDUG�RI���2XU� LQYLVLEOH�JRYHUQRUV�DUH�� LQ�PDQ\�FDVHV��
XQDZDUH�RI�WKH�LGHQWLI\�RI�WKHLU�IHOORZ�PHPEHUV�LQ�WKH�
LQQHU� FDELQHW���LW� UHPDLQV� D� IDFW� WKDW� LQ� DOPRVW� HYHU\�
DFW�RI�RXU�GDLO\�OLYHV��ZKHWKHU�LQ�WKH�VSKHUH�RI�SROLWLFV�
RU�EXVLQHVV��LQ�RXU�VRFLDO�FRQGXFW�RU�RXU�HWKLFDO�WKLQN�
LQJ��ZH�DUH�GRPLQDWHG�E\�WKH�UHODWLYHO\�VPDOO�QXPEHU�RI�
SHUVRQV²D�WULÀLQJ�IUDFWLRQ�RI�RXU�KXQGUHG�DQG�WZHQW\�
PLOOLRQ²ZKR� XQGHUVWDQG� WKH� PHQWDO� SURFHVVHV� DQG�
VRFLDO�SDWWHUQV�RI�WKH�PDVVHV�

6RPH� RI� %HQD\V¶V� SXEOLF� DFFRPSOLVKPHQWV� ZHUH�� JURZLQJ�
WREDFFR�PDUNHW�VKDUH�E\�VSLQQLQJ�WKH�DFFHSWDELOLW\�RI�ZRPHQ�
VPRNLQJ�� WKH�FDPSDLJQ�ZDV�FDOOHG�7RUFKHV�RI�)UHHGRP�GXU�
LQJ�D�SHULRG�WKDW�ZRPHQ�ZHUH�¿JKWLQJ�IRU�WKHLU�IUHHGRP�DQG�
ULJKWV�DV�FLWL]HQV��%HUQD\V�KDG�PRGHOV�PDUFKLQJ�LQ�D�SDUDGH�
VPRNLQJ�/XFN\�6WULNH� FLJDUHWWHV� LQ� IURQW�RI�HDJHU�SKRWRJUD�
SKHUV��DQG�LW�ZRUNHG��&ODLURO�KDLU�SURGXFWV�ZDQWHG�WR�LQWURGXFH�
D�KDLU�G\H�ZRPHQ�FRXOG�XVH�RQ� WKHPVHOYHV�DW�KRPH�UDWKHU�
WKDQ�KDYH�WR�JR�WR�WKH�VDORQ��DQG�KH�GHYLVHG�WKH�VORJDQ�2QO\�
KHU�KDLU�GUHVVHU�NQRZV�IRU�VXUH��+H�SURPRWHG�WKH�LGHD�RI�DGG�
LQJ�ÀXRULGDWLRQ�RI�ZDWHU�IRU�SXEOLF�KHDOWK��DV�ZHOO�DV�IRUPLQJ�
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PDQ\�SROLWLFDO�SXEOLF�RSLQLRQV�IRU�FDQGLGDWHV�DQG�SUHVLGHQWV��
%XW�%HUQD\V��/LSSPDQQ��DQG�,Y\�ZHUH�SXW�WR�WKHLU�EHVW�XVHV�
LQ�SURPRWLQJ�ZDU�LQ�WKH�SXEOLF¶V�PLQG��:RRGURZ�:LOVRQ�KLUHG�
SURSDJDQGLVWV� WR�UDOO\� WKH�$PHULFDQ�SHRSOH� WR�JR�WR�ZDU� IRU�
WKH�(XURSHDQ�FDXVH�� ,Q�KLV������DXWRELRJUDSK\��%HUQD\V��D�
-HZ�NHHS�LQ�PLQG��UHFDOOV�D�GLQQHU�DW�KLV�KRPH�LQ�������DERXW�
ZKLFK�KH�UHFRXQWV�

.DUO�YRQ�:HLJDQG��IRUHLJQ�FRUUHVSRQGHQW�RI�WKH�+HDUVW�
QHZVSDSHUV�� DQ� ROG� KDQG� DW� LQWHUSUHWLQJ� (XURSH� DQG�
MXVW� UHWXUQHG� IURP� *HUPDQ\�� ZDV� WHOOLQJ� XV� DERXW�
*RHEEHOV�DQG�KLV�SURSDJDQGD�SODQV�WR�FRQVROLGDWH�1D]L�
SRZHU��*RHEEHOV� KDG� VKRZQ�:HLJDQG� KLV� SURSDJDQGD�
OLEUDU\�� WKH� EHVW� :HLJDQG� KDG� HYHU� VHHQ�� *RHEEHOV��
VDLG�:HLJDQG��ZDV�XVLQJ�P\�ERRN�&U\VWDOOL]LQJ�3XEOLF�
2SLQLRQ�DV�D�EDVLV�IRU�KLV�GHVWUXFWLYH�FDPSDLJQ�DJDLQVW�
WKH�-HZV�RI�*HUPDQ\��7KLV�VKRFNHG�PH���2EYLRXVO\�WKH�
DWWDFN�RQ�WKH�-HZV�RI�*HUPDQ\�ZDV�QR�HPRWLRQDO�RXW�
EXUVW�RI�WKH�1D]LV��EXW�D�GHOLEHUDWH��SODQQHG�FDPSDLJQ�
�WR�PROG�SXEOLF�RSLQLRQ�LQ�*HUPDQ\�DJDLQVW�WKH�-HZV��

3XOLW]HU� 3UL]H�ZLQQLQJ� FROXPQLVW� :DOWHU� /LSSPDQ�� RQH� RI�
WKH� IRXQGLQJ� HGLWRUV� RI� 7KH� 1HZ� 5HSXEOLF�� ZDV� LQVWUXPHQ�
WDO� LQ� VKLIWLQJ� WKH� $PHULFDQ� SXEOLF¶V� YLHZV� IRU� WKH� )LUVW� DQG�
6HFRQG�:RUOG�:DUV��/LSSPDQQ�EHFDPH�DQ�DGYLVHU�WR�3UHVLGHQW�
:RRGURZ� :LOVRQ� DQG� KHOSHG� KLP� GUDIW� KLV� )RXUWHHQ� 3RLQWV�
VSHHFK��ZKLFK�ODLG�WKH�IRXQGDWLRQ�RI�WKH�8QLWHG�1DWLRQV�DQG�
WKH�1HZ�:RUOG�2UGHU�RI�D�JOREDO�JRYHUQPHQW��,Y\�/HH��WKH�
WKLUG� IRXQGHU� RI� SXEOLF� UHODWLRQV�� SULPDULO\� ZRUNHG� IRU� WKH�
5RFNHIHOOHUV�DQG�EHFDPH�DQ�LQDXJXUDO�PHPEHU�RI�WKH�&RXQFLO�
RQ� )RUHLJQ�5HODWLRQV�� D� WKLQN� WDQN� IRXQGHG� E\� WKH� FDUWHO� LQ�
������ $PHULFDQ� DXWKRU� 8SWRQ� 6LQFODLU� GXEEHG� KLP� ³3RLVRQ�
,Y\´�DIWHU�/HH�WULHG�WR�VHQG�EXOOHWLQV�VD\LQJ�WKDW�WKH�FRDO�PLQ�
HUV�ZKR�ZHUH�VWULNLQJ�LQ�&RORUDGR�GLHG�RI�DQ�RYHUWXUQHG�VWRYH��
ZKHQ� LQ� IDFW� WKH\�ZHUH� VKRW� E\� WKH� &RORUDGR�PLOLWLD� LQ� WKH�
/XGORZ�0DVVDFUH�
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35�SURYLGHV�GDPDJH�FRQWURO�DQG�PROGV�SXEOLF�RSLQLRQ�E\�KRZ�
WKH�LQIRUPDWLRQ�LV�SUHVHQWHG�LQ�WKH�PHGLD��LQIRUPDWLRQ�LV�W\SL�
FDOO\�SXW�LQ�D�FRQWH[W�EHIRUH�EHLQJ�SUHVHQWHG�WR�WKH�YLHZHUV��
VR�WKHLU�PLQG�LV�DOUHDG\�OHDQLQJ�D�FHUWDLQ�GLUHFWLRQ�ZKHQ�QHZ�
LQIRUPDWLRQ� LV� SUHVHQWHG� �FRQWH[W��� RU� WKH� UHSHWLWLRQ� RI� WKH�
VDPH�RSLQLRQ�RYHU�DQG�RYHU�GHYHORSV�WKDW�LGHD�LQ�WKH�YLHZHU�
RU� OLVWHQHU¶V�PLQG� DW� D� VXEFRQVFLRXV� OHYHO�� ,I� LW� FDQ�EH� SHU�
FHLYHG�WKDW�D�JURXS�FRQVHQVXV�KDV�EHHQ�PDGH�E\�RU�WKURXJK�
WKH�PHGLD��WKHQ�PRUH�SHRSOH�DUH�OLNHO\�WR�JR�DORQJ�ZLWK�LW��7KLV�
LV� FDOOHG�PDQXIDFWXUHG� FRQVHQW� RU� HQJLQHHUHG� FRQVHQW�� WKH�
SHUFHSWLRQ�LV�WKDW�HYHU\RQH�LV�VD\LQJ�LW��VR�LW�PXVW�EH�WUXH��7KH�
8QLWHG�6WDWHV�PHGLD�LV�WKH�EHVW�LQ�WKH�ZRUOG�DW�PDQXIDFWXULQJ�
FRQVHQW�

2QH�RI�WKH�PRVW�SRZHUIXO�ZD\V�WR�PDQLSXODWH�SHRSOH�LV�WR�SXW�
WKHP� LQ� IHDU��FRQVWDQW� IHDU��VR� IHDU� LV�XVHG�DJDLQ�DQG�DJDLQ�
WR�PRWLYDWH�SHRSOH�WR�GR�ZKDW�D�JRYHUQPHQW�RU�D�FRUSRUDWLRQ�
ZDQWV� OLNH� D�KHUGLQJ� LQVWLQFW�� SHRSOH� DUH� FRQGLWLRQHG� WR� IRO�
ORZ��&RQVHQW�LV�PDQDJHG�WKURXJK�WKH�QHZV�PHGLD�DQG�SXEOLF�
RSLQLRQ�LV�FUHDWHG�EHIRUH�EHLQJ�SUHVHQWHG�WR�YLHZHUV�DQG�OLV�
WHQHUV��2QFH�PRVW�SHRSOH�KDYH�KHDUG� LW�HQRXJK� WLPHV� WKHLU�
PLQG�DXWRPDWLFDOO\�GHYHORSV�WKDW�SHUFHSWLRQ�EHLQJ�JLYHQ��ZH�
DUH�K\SQRWL]HG�E\�WKH�WHOHYLVLRQ�DQG�UDGLR�DQG�WKRXJKWV�DUH�
FUHDWHG� IRU� \RX� WR� WKLQN�� DQG�PRVW� SHRSOH� ZLOO� WKLQN� WKHP��
:H�WKLQN�ZKDW�ZH�DUH�WROG�DQG�GRQ¶W�UHDOL]H�WKH�WKRXJKWV�ZH�
KDYH�ZHUH�IRUPHG�E\�RWKHUV�WKDW�ZH�DFFHSWHG�LQ�D�VXJJHVWLEOH�
VWDWH��0DQDJLQJ�SXEOLF�RSLQLRQ�LV�D�PXOWLELOOLRQ�GROODU�LQGXVWU\��
DQG�LW¶V�GRZQ�WR�D�VFLHQFH�

:RRGURZ�:LOVRQ�KDG�DQRWKHU�DGYLVHU�ZKR�SOD\HG�D�NH\�UROH�
LQ� IRUHLJQ�SROLF\�QDPHG�(GZDUG�0��+RXVH�RU�&RORQHO�+RXVH�
������������� KH�ZDV� VXFK� D� FORVH� DGYLVHU� WKDW� KH� DFWXDOO\�
OLYHG�DW� WKH�:KLWH�+RXVH��+RXVH�ZDV�D�EDQNHU��ZKR�KHOSHG�
FUHDWH�WKH�/HDJXH�RI�1DWLRQV�� WKH�:RUOG�&RXUW��DQG� ODLG� WKH�
JURXQGZRUN�IRU�HVWDEOLVKLQJ�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�
�&)5���DORQJ�ZLWK�'DYLG�5RFNHIHOOHU�DQG� -�3��0RUJDQ��+RXVH�
UHSUHVHQWHG�WKH�FDUWHO��ZKLFK�ZDV�DQ[LRXV�WR�HQWHU�WKH�ZDU��
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DV�ZDUV�FUHDWH�PDVVLYH�GHEW��ZKLFK�PDNHV�PDVVLYH�SUR¿WV�IRU�
WKHP�IURP�WKH�LQWHUHVW�RQ�WKH�ORDQV��,W¶V�WKH�SURYHQ�PHDQV�WR�
FUHDWH�GH¿FLW�VSHQGLQJ��IURP�ZKLFK�WKH�FDUWHO�SUR¿WV�

(QWHULQJ�:RUOG�:DU�,,�WRRN�WKH�8QLWHG�6WDWHV�RXW�RI�WKH�GHSUHV�
VLRQ��DQG�LQWR�D�SHULRG�RI�HFRQRPLF�ERRP�DQG�SURVSHULW\��WKH�
8QLWHG�6WDWHV�EHFDPH�D�VXSHUSRZHU��7KH�SRVWZDU�\HDUV�ZHUH�
D�SHULRG�RI�HFRQRPLF�ERRP�IRU�:HVWHUQ�HFRQRPLHV�DIWHU�:RUOG�
:DU�,,�DQG�ODVWHG�LQWR�WKH�����V��7KH�*ROGHQ�$JH�RI�FDSLWDOLVP�
GURYH�WKH�SRZHUIXO�ZDU�PDFKLQH�EXLOW�XS�¿JKWLQJ�WKH�*HUPDQV�
DQG�-DSDQHVH��DQG�QRZ�UHWRROHG�LWVHOI�IRU�D�QHZ�HUD�RI�FRQ�
VXPHULVP��7KLV�ERRP�HQGHG�ZLWK�WKH�FROODSVH�RI�WKH�%UHWWRQ�
:RRGV�V\VWHP�LQ�������DQG�WKHQ�WKH�RLO�FULVLV�RI�������DQG�WKH�
VWRFN�PDUNHW�FUDVK�RI������DQG�������ZKLFK�XOWLPDWHO\�FUH�
DWHG�WKH�UHFHVVLRQ�RI�WKH�ODWHU�����V�

Bretton Woods, the IMF, and OPEC

7KH� %UHWWRQ� :RRGV� V\VWHP� RI� PRQHWDU\� SROLF\� HVWDEOLVKHG�
¿QDQFLDO� DQG� FRPPHUFLDO� UHODWLRQVKLSV� DPRQJ� WKH� ZRUOG¶V�
JOREDO�SRZHUV��,Q�-XO\�RI�������MXVW�DIWHU�:RUOG�:DU�,,������
GHOHJDWHV� IURP� DOO� IRUW\�IRXU� $OOLHG� QDWLRQV� PHW� DW� 0RXQW�
:DVKLQJWRQ�+RWHO�LQ�%UHWWRQ�:RRGV��1HZ�+DPSVKLUH��IRU�WKH�
8QLWHG� 1DWLRQV� 0RQHWDU\� DQG� )LQDQFLDO� &RQIHUHQFH�� 'XULQJ�
WKH� ¿UVW� WKUHH� ZHHNV� RI� -XO\� RI� WKDW� \HDU�� PHPEHUV� RI� WKH�
VDPH� EDQNLQJ� FDUWHO� HVWDEOLVKHG� WKH� ,QWHUQDWLRQDO�0RQHWDU\�
)XQG��,0)��DQG�WKH�,QWHUQDWLRQDO�%DQN�IRU�5HFRQVWUXFWLRQ�DQG�
'HYHORSPHQW� �,%5'��� ZKLFK� HYROYHG� LQWR� ZKDW� ZH� FDOO� WKH�
:RUOG�%DQN�� 7KH� DJUHHPHQW�ZDV� IRU� HDFK�QDWLRQ� WR� ¿[� DQG�
PDLQWDLQ� WKH�H[FKDQJH�UDWH�RI� LWV�FXUUHQF\��SOXV�RU�PLQXV���
SHUFHQW��DQG�SHJ�WKHLU�FXUUHQF\�WR�WKH�SULFH�RI�JROG�DV�D�XQL�
YHUVDO�VWDQGDUG�RI�YDOXH�

7KH�,0)�ZDV�VXSSRVHG�WR�EH�DEOH�WR�SURYLGH�D�EULGJH�¿QDQF�
LQJ� IRU�DQ\� WHPSRUDU\� LPEDODQFHV�RI�SD\PHQWV��ZKLFK�ZHUH�
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LQHYLWDEOH��DQG�SUR¿WDEOH��7KLV�KHOSHG�VWDELOL]H�ZRUOG�FXUUHQ�
FLHV�DQG�IRVWHUHG�ZRUOG�WUDGH��EXW�LQ������3UHVLGHQW�1L[RQ�ZDV�
EHLQJ�KHDYLO\�LQÀXHQFHG�E\�6HFUHWDU\�RI�6WDWH�+HQU\�.LVVLQJHU��
D� IRUPHU� HPSOR\HH� RI� WKH� 5RFNHIHOOHUV� DQG� NH\�PHPEHU� RI�
WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�ZKR�ZURWH�$PHULFD¶V�IRUHLJQ�
SROLF\�ZKLOH�VHUYLQJ�RQ�WKH�1DWLRQDO�6HFXULW\�&RXQFLO��.LVVLQJHU�
ZDV�HQFRXUDJLQJ�D�PLOLWDU\�EXLOGXS�GXULQJ� WKH�9LHWQDP�:DU�
DQG�ZDQWHG�WR�RSHQ�XS�WKH�PRQH\�VXSSO\�WKURXJK�GHEW�¿QDQF�
LQJ�DQG�WDNLQJ�XV�RII�WKH�JROG�VWDQGDUG��ZKLFK�LV�ZKDW�EURXJKW�
XV�LQWR�PDVVLYH�GHEW�WKDW�OHG�WR�WKH�UHFHVVLRQ�RI�WKDW�HUD�

,Q� ����� RLO�SURGXFLQJ� QDWLRQV� FDPH� WRJHWKHU� WR� WU\� WR� JDLQ�
PRUH�FRQWURO�RYHU�RLO�SULFLQJ�DQG�IRUPHG�WKH�2UJDQL]DWLRQ�RI�
$UDE�3HWUROHXP�([SRUWLQJ�&RXQWULHV� �23(&��� DQG� WKH\�SUR�
FODLPHG�DQ�RLO�HPEDUJR�LQ�UHVSRQVH�WR�UHVXSSO\LQJ�,VUDHO¶V�PLO�
LWDU\�GXULQJ�WKH�<RP�.LSSXU�ZDU��7KLV�FDXVHG�D�UDGLFDO�VSLNH�LQ�
RLO�SULFHV��DQG�D�ODFN�RI�IXHO�DW�WKH�SXPSV�DURXQG�WKH�ZRUOG��
ZKLFK�H[DFHUEDWHG�WKH�UHFHVVLRQ�E\�FDXVLQJ�JUHDWHU�LQÀDWLRQ��
+LJKHU� RLO� SULFHV� OHDG� WR� KLJKHU� WUDQVSRUWDWLRQ� FRVWV�� ZKLFK�
DIIHFWV�DOO�PDQXIDFWXUHG�JRRGV��DJULFXOWXUH��HQHUJ\��KHDWLQJ��
SULFH�RI�SODVWLFV��DQG�IHUWLOL]HUV��ZKLFK�XVH�SHWUROHXP�DV�WKHLU�
EDVH��%\������WKH�SULFH�RI�RLO�KDG�TXDGUXSOHG�WR�QHDUO\�����
SHU�EDUUHO��+RZHYHU��SHRSOH�DQG�FRPSDQLHV�ZHUH�DEOH�WR�FRQ�
VHUYH�HQHUJ\�DQG�SROLWLFDO�DQG�¿QDQFLDO�SUHVVXUHV�HYHQWXDOO\�
EURXJKW�VWDELOLW\�WR�WKH�RLO�PDUNHW�DJDLQ�

,Q� ����� 7KH� 2UJDQL]DWLRQ� IRU� (FRQRPLF� &RRSHUDWLRQ� DQG�
'HYHORSPHQW� �2(&'�� EURXJKW� WKLUW\�IRXU� FRXQWLHV� WRJHWKHU�
WR�SURYLGH�D�SODWIRUP�WR�FRPSDUH�SROLF\�H[SHULHQFHV�DQG�¿QG�
VROXWLRQV�WR�FRPPRQ�SUREOHPV�IDFLQJ�HDFK�HFRQRP\��$FFRUGLQJ�
WR�WKHLU�UHFRUGV�UHDO�*URVV�'RPHVWLF�3URGXFW��*'3��JUHZ�DQ�
LPSUHVVLYH�UDWH�RI�RYHU���SHUFHQW�HDFK�\HDU�GXULQJ�WKH�����V��
DQG�QHDUO\���SHUFHQW�D�\HDU�GXULQJ�WKH�����V��EXW�GURSSHG�WR�
RQO\���SHUFHQW� LQ�WKH�����V�DQG���SHUFHQW� LQ�WKH�����V��VR�
FOHDUO\�RXU�FXUUHQW�PRQHWDULVW�PRQHWDU\�V\VWHP�ZDV�QRW�GRLQJ�
YHU\�ZHOO��2WKHU�PHWULFV�LQFOXGH�DQ�DYHUDJH�JOREDO�DQQXDO�LQÀD�
WLRQ�RI�����SHUFHQW�DQG�DYHUDJH�XQHPSOR\PHQW�LQ�WKH�8QLWHG�
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6WDWHV�RI�����SHUFHQW��ERWK�RI�ZKLFK�DUH�PRUH�WKDQ�WZLFH�ZKDW�
LV� KHDOWK\��$FFRUGLQJ� WR�0DUWLQ�:ROI�� DVVRFLDWH� HGLWRU� RI� WKH�
/RQGRQ�)LQDQFLDO�7LPHV��ZH�VDZ�RQO\�WKLUW\�HLJKW�¿QDQFLDO�FUL�
VHV�GXULQJ�LQ�WKH�WZHQW\�VHYHQ�\HDUV�EHIRUH�WKH�&ULVHV��DQG�
����LQ�WKH�WZHQW\�IRXU�\HDUV�DIWHU������������'XULQJ�WKLV�WLPH�
ZH�DOVR�VDZ�D�UDSLG�LQFUHDVH�LQ�WKH�DPRXQW�RI�LPSRUWV�WKDW�OHG�
WR�D�JLDQW�WUDGH�LPEDODQFH��LQ�RWKHU�ZRUGV��ZH�ZHUH�JRYHUQHG�
YHU\�SRRUO\�XVLQJ�D�PRQHWDULVW�V\VWHP�

Keynesian versus Monetarist

7KHUH�DUH�WZR�SULPDU\�FDPSV�RI�HFRQRPLF�WKHRU\�XVHG�LQ�RXU�
ZRUOG� HFRQRP\�� .H\QHVLDQ� DQG� PRQHWDULVW�� -RKQ� 0D\QDUG�
.H\QHV�������������PDLQWDLQHG�D�GHPDQG�VLGH�SHUVSHFWLYH��
ZKHUH� LQGXVWU\�� JRYHUQPHQW�� DQG� WKH�PRQH\� VXSSO\� VKRXOG�
PDLQWDLQ� D� FRQVLVWHQW� JURZWK� UDWH� DQG�QRW� H[FHHG�GHPDQG��
ZKHUHDV�� VXSSO\�VLGH� RU� PRQHWDULVW� WKHRU\� DOORZV� IRU� OHVV�
UHVWUDLQW�DQG�ZDV�GHYHORSHG�DW�WKH�8QLYHUVLW\�RI�&KLFDJR��,W�
LV�DOVR�LPSRUWDQW�WR�QRWH�WKDW�WKH�5RFNHIHOOHUV��ZKR�IRXQGHG�
WKH�)HGHUDO�5HVHUYH��DOVR�IRXQGHG�DQG�IXQGHG�WKH�8QLYHUVLW\�
RI�&KLFDJR�DQG�DUH�WKH�RQH�RI�WKH�ELJJHVW�VXSSRUWHUV�RI�WKH�
VFKRROV�RI�EXVLQHVV�DQG�HFRQRPLFV��.H\QHV�SXW� WKH�JRYHUQ�
PHQW� LQ� FKDUJH�� EXW� WKH� &KLFDJR� 6FKRRO� SXWV� WKH� EDQNV� LQ�
FKDUJH�� .H\QHV� DOVR� IRFXVHG�PRQHWDU\� SROLF\� WRZDUG� FUHDW�
LQJ�MREV�DQG�ORZHULQJ�XQHPSOR\PHQW��ZKHUHDV�WKH�PRQHWDULVW�
DSSURDFK�EHOLHYHV�WKH�PDUNHW�VKRXOG�GLFWDWH�HPSOR\PHQW�DQG�
SULFLQJ��ZKLFK�PHDQV�WKH�)HG�ZLOO�GLFWDWH�WKH�HFRQRPLF�H[SDQ�
VLRQ�RU�FRQWUDFWLRQ��,Q�HLWKHU�VFKRRO��PDLQWDLQLQJ�WKH�PRQH\�
VXSSO\�DQG�FUHGLW�DYDLODELOLW\�ZDV�WKH�NH\�

0RQHWDULVP� DOVR� UHFRPPHQGV� UHVWUDLQW� RI� ¿VFDO� VSHQGLQJ�
E\�WKH�JRYHUQPHQW��EXW�WKDW�FRQGLWLRQ�LV�UDUHO\�PHW�HYHQ�E\�
WKRVH�SURIHVVLQJ�LW�DV�WKH�EHVW�PRGHO��,Q�IDFW��PRVW�JRYHUQ�
PHQWV�XVH� D� OLWWOH� RI� ERWK�PRGHOV�� EXW�ZH� UHDOO\� DOO� MXVW� GR�
ZKDWHYHU� WKH� )HG� WKLQNV��0RQHWDULVW� SROLFLHV� DGYRFDWH�ZKDW�
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KDV�EHHQ�UHIHUUHG�WR�DV�D�WULFNOH�GRZQ�DIIHFW��DV�EXVLQHVVHV�
SURVSHU�WKH\�ZLOO�KLUH�PRUH�SHRSOH�DQG�FRQWULEXWH�PRUH�WD[HV�
IURP� UHYHQXHV�� DQG� JURZ� WKH� HFRQRP\�� XQIRUWXQDWHO\� HDFK�
\HDU�WKH�IHGHUDO�JRYHUQPHQW�GH¿FLW�VSHQGV��W\SLFDOO\�IRU�D�ZDU�
RU�VRPH�QHZ�WHUURU��DQG�WKH�DYHUDJH�$PHULFDQ�KDV�VXIIHUHG�
IURP�KLJKHU�WD[HV��LQÀDWLRQ��XQHPSOR\PHQW��DQG�D�ZHDNHQHG�
HFRQRP\�DV�D�UHVXOW�

2XU�EX\LQJ�SRZHU�FRQWLQXHV�WR�GLPLQLVK��RXU�SURVSHULW\�DQG�
QHW�ZRUWK�FRQWLQXH�WR�GHFOLQH��ZKLOH�RXU�GHEW�NHHSV�JURZLQJ��
PRVW�SHRSOH�OLYH�XQGHU�D�WUHPHQGRXV�VWUHVV�RI�GHEW��2QH�RI�
WKH�JODULQJ�ZHDNQHVVHV�RI�PRQHWDULVW�SROLF\�LQ�UHWURVSHFW�LV�WKH�
ZLGHQLQJ�JDS�EHWZHHQ�WKH�YHU\�ZHDOWK\�DQG�WKH�PLGGOH�FODVV��
DV�ZHOO�DV�DQ�LQFUHDVH�LQ�FULPLQDO�DFWLRQV�DPRQJVW�RXU�WLWDQV�
RI�EDQNLQJ��EXVLQHVV��DQG�JRYHUQPHQW�ZKHQ�XQUHJXODWHG��:H�
DUH�GHYHORSLQJ�D�FULPLQDO�FRQVFLRXVQHVV�DW�WKH�KLJKHVW�OHYHOV�
RI� JRYHUQPHQW� DQG� EDQNLQJ�� FKHDWLQJ�� GHFHLYLQJ�� DQG� HYHQ�
O\LQJ�EHFRPH�DFFHSWDEOH�IRU�WKH�VDNH�RI�ZLQQLQJ��7KH�FRUSR�
UDWH�FRQVFLRXVQHVV�WKDW�H[LVWV�WRGD\�LV�QRW�RQH�WKDW�LV�LQ�WKH�
EHVW�LQWHUHVW�RI�WKH�ZKROH��EXW�ZKDW�PDNHV�WKH�PRVW�PRQH\�IRU�
WKH�VHOHFW�IHZ�RQ�WKH�WRS��WKH���SHUFHQW��7KH�PRQH\�KDV�OLWHU�
DOO\�PRYHG�IURP�WKH�SURVSHULQJ�PLGGOH�FODVV�WR�WKH�XOWUD�ULFK��
&(2V�PDNH�KXQGUHGV�RI�PLOOLRQV�RI�GROODUV�DQG�WKH�FDUWHO�LV�DW�
WKH�WRS�RI�WKLV�S\UDPLG��:H�DUH�DOO�EHFRPLQJ�HQVODYHG�WKURXJK�
GHEW²LQGLYLGXDOV�� FRUSRUDWLRQV�� FLWLHV�� FRXQWLHV�� VWDWHV�� DQG�
QDWLRQDO�JRYHUQPHQWV�DUH�DOO�GHEW�HQFXPEHUHG�DQG�EHKROGLQJ�
WR�EDQNV�

,Q�D�OHWWHU�E\�3UHVLGHQW�)UDQNOLQ�'HODQR�5RRVHYHOW��$PHULFD¶V�
WKLUW\�VHFRQG�SUHVLGHQW��ZKR�VHUYHG�IURP�MXVW�EHIRUH�WKURXJK�
PRVW�RI�:RUOG�:DU� ,,��ZH�JDLQ� LQVLJKW� LQWR�ZRUOG�SRZHU��+H�
FDPH�IURP�D�SURPLQHQW�1HZ�<RUN�EDQNLQJ�IDPLO\��DQG�OHG�WKH�
EXLOGLQJ� RI� RXU� ³$UVHQDO� RI� 'HPRFUDF\�́ � ZKLFK� HQDEOHG� WKH�
$OOLHV� WR�ZLQ� WKH� VHFRQG�ZRUOG�ZDU�� +LV� XQFOH�� )UHGULFN�ZDV�
RQH� RI� WKH� RULJLQDO�PHPEHUV� RI� WKH� )HGHUDO� 5HVHUYH� %RDUG��
5RRVHYHOW�VSRNH�YHU\�RSHQO\�DERXW�ZRUOG�SRZHU�
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7KH�UHDO�WUXWK�RI�WKH�PDWWHU�LV��DV�\RX�DQG�,�NQRZ��WKDW�
D�¿QDQFLDO�HOHPHQW�LQ�WKH�ODUJH�FHQWHUV�KDV�RZQHG�WKH�
JRYHUQPHQW�HYHU�VLQFH�WKH�GD\V�RI�$QGUHZ�-DFNVRQ�

:KHQ�5RRVHYHOW�ZDV�LQDXJXUDWHG�LQ�������WKH�8QLWHG�6WDWHV�
ZDV�LQ�WKH�GHSWKV�RI�WKH�GHSUHVVLRQ�DQG�RYHU�WZR�PLOOLRQ�SHR�
SOH�ZHUH�KRPHOHVV��WKLUW\�WZR�VWDWHV�KDG�FORVHG�WKHLU�EDQNV�
DQG�WKH�1HZ�<RUN�)HGHUDO�5HVHUYH�%DQN�ZDV�XQDEOH�WR�RSHQ�
EHFDXVH� RI� KXJH� VXPV� EHLQJ� ZLWKGUDZQ� LQ� SUHYLRXV� GD\V��
%HJLQQLQJ�ZLWK�KLV�LQDXJXUDO�DGGUHVV�5RRVHYHOW�EHJDQ�EODPLQJ�
WKH�HFRQRPLF�FULVLV�RQ�WKH�EDQNHUV�ZKR�KH�VDLG�ZHUH�WDNLQJ�
DGYDQWDJH�RI�WKH�SHRSOH�WR�PDNH�D�SUR¿W�

3UDFWLFHV� RI� WKH� XQVFUXSXORXV� PRQH\FKDQJHUV� VWDQG�
LQGLFWHG�LQ�WKH�FRXUW�RI�SXEOLF�RSLQLRQ��UHMHFWHG�E\�WKH�
KHDUWV� DQG�PLQGV� RI� PHQ�� 7UXH� WKH\� KDYH� WULHG�� EXW�
WKHLU�HIIRUWV�KDYH�EHHQ�FDVW�LQ�WKH�SDWWHUQ�RI�DQ�RXWZRUQ�
WUDGLWLRQ��)DFHG�E\�IDLOXUH�RI�FUHGLW�WKH\�KDYH�SURSRVHG�
RQO\�WKH�OHQGLQJ�RI�PRQH\��6WULSSHG�RI�WKH�OXUH�RI�SUR¿W�
E\�ZKLFK�WR�LQGXFH�RXU�SHRSOH�WR�IROORZ�WKHLU�IDOVH�OHDG�
HUVKLS�� WKH\� KDYH� UHVRUWHG� WR� H[KRUWDWLRQV�� SOHDGLQJ�
WHDUIXOO\�IRU�UHVWRUHG�FRQ¿GHQFH���7KH�PRQH\FKDQJHUV�
KDYH�ÀHG�IURP�WKHLU�KLJK�VHDWV�LQ�WKH�WHPSOH�RI�FLYLOL]D�
WLRQ��:H�PD\�QRZ� UHVWRUH� WKDW� WHPSOH� WR� WKH�DQFLHQW�
WUXWKV��7KH�PHDVXUH�RI�WKH�UHVWRUDWLRQ�OLHV�LQ�WKH�H[WHQW�
WR�ZKLFK�ZH�DSSO\�VRFLDO�YDOXHV�PRUH�QREOH�WKDQ�PHUH�
PRQHWDU\�SUR¿W�

Germany

2QH�RI�WKH�PRVW�VKRFNLQJ�VWRULHV�DERXW�WKH�)HGHUDO�5HVHUYH�
GLVFRYHUHG�ZLWKLQ� WKH�DQQDOV�RI�8QLWHG�6WDWHV�+LVWRU\� LV� WKH�
UROH�$PHULFD�SOD\HG�LQ�KHOSLQJ�$GROSK�+LWOHU�ULVH�WR�SRZHU��2QO\�
HLJKW�\HDUV�EHIRUH�$GROSK�+LWOHU�ZRXOG�LQYDGH�3RODQG��8QLWHG�
6WDWHV�5HSUHVHQWDWLYH�/RXLV�0F)DGGHQ��FKDLUPDQ�RI�WKH�+RXVH�
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%DQNLQJ�DQG�&XUUHQF\�&RPPLWWHH��ZDUQHG�WKH�&RQJUHVV�WKDW�
$PHULFDQV�ZHUH�SD\LQJ�IRU�+LWOHU¶V�ULVH�WR�SRZHU��VWDWLQJ�

$IWHU�:RUOG�:DU�,��*HUPDQ\�IHOO� LQWR�WKH�KDQGV�RI�WKH�
*HUPDQ� LQWHUQDWLRQDO� EDQNHUV�� 7KRVH� EDQNHUV� ERXJKW�
KHU�DQG�WKH\�QRZ�RZQ�KHU��ORFN��VWRFN��DQG�EDUUHO��7KH\�
KDYH� SXUFKDVHG� KHU� LQGXVWULHV�� WKH\� KDYH�PRUWJDJHV�
RQ� KHU� VRLO�� WKH\� FRQWURO� KHU� SURGXFWLRQ�� WKH\� FRQWURO�
DOO� KHU� SXEOLF� XWLOLWLHV���7KURXJK� WKH� )HGHUDO� 5HVHUYH�
%RDUG���RYHU�����ELOOLRQV�RI�$PHULFDQ�PRQH\���KDV�EHHQ�
SXPSHG�LQWR�*HUPDQ\��<RX�KDYH�DOO�KHDUG�RI�WKH�PRQH\�
WKDW�LV�EHLQJ�VSHQW�LQ�*HUPDQ\���PRGHUQLVWLF�GZHOOLQJV��
KHU� JUHDW� SODQHWDULXPV�� KHU� J\PQDVLXPV�� KHU� VZLP�
PLQJ�SRROV��KHU�¿QH�SXEOLF�KLJKZD\V��KHU�SHUIHFW�IDFWR�
ULHV��$OO�WKLV�ZDV�GRQH�RQ�RXU�PRQH\��$OO�WKLV�ZDV�JLYHQ�
WR�*HUPDQ\�WKURXJK�WKH�)HGHUDO�5HVHUYH�%RDUG�

7KH�)HGHUDO�5HVHUYH�%RDUG���KDV�SXPSHG�VR�PDQ\�ELO�
OLRQV�RI�GROODUV�LQWR�*HUPDQ\�WKDW�WKH\�GDUH�QRW�QDPH�
WKH�WRWDO�

3UHVLGHQW�5RRVHYHOW¶V�ZRUGV�LQ������VXPPDUL]H�WKH�FRQGLWLRQ�
ZH�IDFH�WRGD\�

7KHVH� HFRQRPLF� ³UR\DOLVWV´� FRPSODLQ� WKDW� ZH� VHHN� WR�
RYHUWKURZ�WKH�LQVWLWXWLRQV�RI�$PHULFD��:KDW�WKH\�UHDOO\�
FRPSODLQ�RI�LV�WKDW�ZH�VHHN�WR�WDNH�DZD\�WKHLU�SRZHU��
$JDLQVW� HFRQRPLF� W\UDQQ\� VXFK�DV� WKLV�� WKH�$PHULFDQ�
FLWL]HQ�FRXOG�RQO\�DSSHDO�WR�WKH�RUJDQL]H�SRZHU�RI�JRY�
HUQPHQW��7KH� FROODSVH�RI������VKRZHG�GHVSRWLVP� IRU�
ZKDW�LW�ZDV��7KH�HOHFWLRQ�RI������ZDV�WKH�SHRSOH¶V�PDQ�
GDWH�WR�HQG�LW��DQG�XQGHU�WKDW�PDQGDWH�LW�LV�EHLQJ�HQGHG�

$V�KLVWRU\�VKRZV��5RRVHYHOW�ZDV�QHYHU�DEOH�WR�HQG�WKH�)HGHUDO�
5HVHUYH��KRZHYHU��$PHULFDQV�GLG�H[SHULHQFH�D�EHWWHU�VWDQGDUG�
RI�OLYLQJ�DV�D�UHVXOW�RI�WKH�ERRVW�LQ�VSHQGLQJ�LQ�WKH�HFRQRP\��EXW�
WKDW�EHWWHU�OLYLQJ�WKH\�JRW�HYHQWXDOO\�FUHDWHG�D�JLJDQWLF�GH¿FLW�
WKDW�ZHLJKWHG�GRZQ�WKH�HFRQRP\�IRU�IXWXUH�JHQHUDWLRQV��MXVW�



PROPAGANDA AND THE NEW WORLD ORDER  |  75

DV�WKH�5HDJDQ�DUPV�UDFH�ZLWK�WKH�6RYLHW�8QLRQ�SODFHG�D�KHDY\�
EXUGHQ� RQ� WKH� $PHULFDQ� HFRQRP\� DQG� WD[SD\HUV� IRU� IXWXUH�
JHQHUDWLRQV��7KH� FDPSDLJQ�SURPLVHV�ZHUH� IRU� UHGXFHG�JRY�
HUQPHQW�VSHQGLQJ��EXW�WKH�VWDWHG�REMHFWLYHV�ZHUH�WR�LQFUHDVH�
GHIHQVH�VSHQGLQJ�WR�UHFRUG�GH¿FLWV��6RFLDO�SURJUDPV�ZHUH�FXW��
EXW�RYHUDOO�VSHQGLQJ�LQFUHDVHG�GUDPDWLFDOO\��DQG�WKLV�GHEW�KDV�
SODFHG�D�KHDY\�EXUGHQ�RQ�WKH�$PHULFDQ�WD[SD\HUV�

The Military Industrial Complex

$W� WKH� HQG� RI�:RUOG�:DU� ,,� WKH� 8QLWHG� 6WDWHV� KDG� KDOI� WKH�
ZRUOG¶V� PDQXIDFWXULQJ� FDSDFLW\�� DQG� RQH�WKLUG� RI� LWV� JROG�
VWRFNV��:H�SURGXFHG�WZLFH�DV�PXFK�RLO�DV�WKH�UHVW�RI�WKH�ZRUOG�
FRPELQHG��DQG�$PHULFDQV�PDGH�DERXW�WZLFH�DV�PXFK�PRQH\�
DV�WKH\�GLG�EHIRUH�WKH�ZDU��7KH�8QLWHG�6WDWHV�EHFDPH�D�VXSHU�
SRZHU�� 'XULQJ�:RUOG�:DU� ,,� D�PDVVLYH� LQGXVWU\� ZDV� GHYHO�
RSHG� WR� VXSSRUW� WKH�PLOLWDU\�� DQG� LW� \LHOGHG�PXFK� SRZHU� LQ�
:DVKLQJWRQ�DQG�KDV�HYHU�VLQFH��-XVW�ORRN�DW�WKH�UHYROYLQJ�GRRU�
EHWZHHQ�NH\�H[HFXWLYHV� LQ�JRYHUQPHQW� OLNH� WKH�'HSDUWPHQW�
RI� 'HIHQVH� DQG� WKH�PLOLWDU\�ZKR� OHDYH� DQG� UHWXUQ� EHWZHHQ�
WKH�JRYHUQPHQW�DQG�SULYDWH�VHFWRU�PLOLWDU\� FRQWUDFWRUV�� WKH�
SULYDWH�ZHDOWK�WKDW�LV�PDGH�IURP�WKLV�LQVLGH�FLUFOH�LV�FULPLQDO��
DQG� WKH�SXEOLF� LV� UREEHG��+LVWRULFDOO\�� WKH�EDQNV� DUH� DOZD\V�
SROLWLFDOO\�IRU�ZDU�EHFDXVH�LW¶V�ERWK�SDWULRWLF�WR�VXSSRUW�D�QREOH�
FDXVH�LQ�FDVH�RI�DWWDFN��EXW�DOO�WRR�RIWHQ�LW�LV�DOVR�VHOI�VHUYLQJ�
DV�KLVWRU\�WHDFKHV�XV��,Q�D�IDUHZHOO�DGGUHVV�WR�WKH�$PHULFDQ�
SHRSOH��RQH�RI�$PHULFD¶V�JUHDWHVW�JHQHUDOV�DQG�WKLUW\�IRXUWK�
SUHVLGHQW�RI�WKH�8QLWHG�6WDWHV��'ZLJKW�'��(LVHQKRZHU��FOHDUO\�
ZDUQHG�$PHULFDQ�FLWL]HQV��-DQXDU\�����������

$� YLWDO� HOHPHQW� LQ� NHHSLQJ� WKH� SHDFH� LV� RXU� PLOLWDU\�
HVWDEOLVKPHQW�� 2XU� DUPV� PXVW� EH� PLJKW\�� UHDG\� IRU�
LQVWDQW�DFWLRQ��VR� WKDW�QR�SRWHQWLDO�DJJUHVVRU�PD\�EH�
WHPSWHG�WR�ULVN�KLV�RZQ�GHVWUXFWLRQ���



76  |  MONEY & POWER

7KLV�FRQMXQFWLRQ�RI�DQ�LPPHQVH�PLOLWDU\�HVWDEOLVKPHQW�
DQG�D�ODUJH�DUPV�LQGXVWU\�LV�QHZ�LQ�WKH�$PHULFDQ�H[SH�
ULHQFH�� 7KH� WRWDO� LQÀXHQFH²HFRQRPLF�� SROLWLFDO�� >DQG@�
HYHQ� VSLULWXDO²LV� IHOW� LQ� HYHU\� FLW\�� HYHU\� VWDWHKRXVH��
HYHU\�RI¿FH�RI� WKH� IHGHUDO� JRYHUQPHQW��:H� UHFRJQL]H�
WKH�LPSHUDWLYH�QHHG�IRU�WKLV�GHYHORSPHQW��<HW�ZH�PXVW�
QRW�IDLO�WR�FRPSUHKHQG�LWV�JUDYH�LPSOLFDWLRQV��2XU�WRLO��
UHVRXUFHV��DQG�OLYHOLKRRG�DUH�DOO�LQYROYHG��VR�LV�WKH�YHU\�
VWUXFWXUH�RI�RXU�VRFLHW\��,Q�WKH�FRXQFLOV�RI�JRYHUQPHQW��
ZH�PXVW�JXDUG�DJDLQVW�WKH�DFTXLVLWLRQ�RI�XQZDU�
UDQWHG�LQÀXHQFH��ZKHWKHU�VRXJKW�RU�XQVRXJKW��E\�
WKH� PLOLWDU\�LQGXVWULDO� FRPSOH[�� 7KH� SRWHQWLDO� IRU�
WKH�GLVDVWURXV�ULVH�RI�PLVSODFHG�SRZHU�H[LVWV�DQG�ZLOO�
SHUVLVW��:H�PXVW� QHYHU� OHW� WKH�ZHLJKW� RI� WKLV� FRPEL�
QDWLRQ�HQGDQJHU�RXU�OLEHUWLHV�RU�GHPRFUDWLF�SURFHVVHV��
:H�VKRXOG�WDNH�QRWKLQJ�IRU�JUDQWHG��2QO\�DQ�DOHUW�DQG�
NQRZOHGJHDEOH�FLWL]HQU\�FDQ�FRPSHO�WKH�SURSHU�PHVKLQJ�
RI�WKH�KXJH�LQGXVWULDO�DQG�PLOLWDU\�PDFKLQHU\�RI�GHIHQVH�
ZLWK�RXU�SHDFHIXO�PHWKRGV�DQG�JRDOV�VR� WKDW�VHFXULW\�
DQG�OLEHUW\�PD\�SURVSHU�WRJHWKHU�

7KH�6WRFNKROP�,QWHUQDWLRQDO�3HDFH�5HVHDUFK�,QVWLWXWH��6,35,��
LV�DQ�LQGHSHQGHQW�LQWHUQDWLRQDO�LQVWLWXWH�GHGLFDWHG�WR�UHVHDUFK�
LQWR�FRQÀLFW��DUPDPHQWV��DUPV�FRQWURO��DQG�GLVDUPDPHQW�WKDW�
ZDV�HVWDEOLVKHG� LQ�������6,53,�UHSRUWV�WRWDO�ZRUOG�VSHQGLQJ�
RQ�PLOLWDU\�H[SHQVHV�LQ������ZDV��������WULOOLRQ�GROODUV��DQG�
DSSUR[LPDWHO\�KDOI�ZDV�VSHQW�E\�WKH�8QLWHG�6WDWHV�DORQH��0RVW�
RI�RXU�UHSUHVHQWDWLYHV��LQ�ERWK�SDUWLHV��UHFHLYH�PDVVLYH�VXS�
SRUW�WKURXJK�OREE\LVWV�LQ�:DVKLQJWRQ��DQG�DV�SDUW�RI�WKH�VDPH�
FDUWHO�DV�EDQNLQJ�DQG�RLO��WKH\�MRLQWO\�VKDUH�D�PDQXIDFWXUHG�
FRQVHQW�RI�ZRUOG�GRPLQDWLRQ�RI�QDWXUDO�UHVRXUFHV�DV�EHLQJ�LQ�
$PHULFD¶V�QDWLRQDO�VHOI�LQWHUHVW��WR�GHIHQG�LQ�ZDU��7KH�8QLWHG�
6WDWHV�KDV�EHFRPH�D�ZDU�HFRQRP\�WKDW�QHHGV�WR�EH�HQJDJHG�
LQ�ZDU�WR�VXSSRUW�RXU�YDVW�PLOLWDU\�GHIHQVH�LQGXVWU\�ZKLFK�KDV�
D�SRZHUIXO�OREE\�LQ�:DVKLQJWRQ�
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7KH�FDUWHO�GULYHV�WKH�SROLF\��WKH\�GR�WKLV�WKURXJK�WKH�8QLWHG�
1DWLRQV�� WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��¿QDQFLDO� UHODWLRQ�
VKLSV� ZLWK� OHDGLQJ� XQLYHUVLWLHV� �+DUYDUG�� 3ULQFHWRQ�� <DOH��
8QLYHUVLW\�RI�&KLFDJR��HWF����PHGLD��FKDULWLHV��WKLQN�WDQNV��ORE�
E\LQJ�� DV� ZHOO� DV� WKH� &HQWUDO� ,QWHOOLJHQFH� $JHQF\�� DQG� QRZ�
+RPHODQG�6HFXULW\�� 7KH� SHRSOH�ZKR� FUHDWHG�� IXQG�� DQG� UXQ�
WKHVH� RUJDQL]DWLRQV� DUH� DOO� WKH� VDPH� SHRSOH�� WKHVH� DUH� WKH�
SHRSOH�ZKR� UXQ�RXU� JRYHUQPHQW�� DQG� WR� D� ODUJH� H[WHQW� WKH�
HQWLUH�ZRUOG� HFRQRP\�� 7KH�ZRUOG� LV� UXQ� WKURXJK�D� VHULHV� RI�
VWUXFWXUHV�WR�FRPSDUWPHQWDOL]H�DQG�GLVWULEXWH�WKH�SRZHU�

The United Nations

7KH�8QLWHG�1DWLRQV�ZDV�IRXQGHG�LQ������DIWHU�WKH�6HFRQG�:RUOG�
:DU�WR�UHSODFH�WKH�/HDJXH�RI�1DWLRQV��ZKLFK�ZDV�DWWHPSWHG�
DIWHU�WKH�¿UVW�ZRUOG�ZDU��LWV�VWDWHG�DLPV�DUH��IDFLOLWDWLQJ�FRRS�
HUDWLRQ� LQ� LQWHUQDWLRQDO� ODZ�� LQWHUQDWLRQDO� VHFXULW\�� HFRQRPLF�
GHYHORSPHQW�� VRFLDO� SURJUHVV�� KXPDQ� ULJKWV�� DQG� DFKLHYH�
PHQW�RI�ZRUOG�SHDFH��,W�KDV�D�*HQHUDO�$VVHPEO\��D�6HFXULW\�
&RXQFLO��WKH�(FRQRPLF�DQG�6RFLDO�&RXQFLO�DQG�DQ�,QWHUQDWLRQDO�
&RXUW�RI�-XVWLFH��:LWKLQ� LWV�DVVRFLDWLRQ�DUH� WKH�:RUOG�+HDOWK�
2UJDQL]DWLRQ��:+2���WKH�:RUOG�)RRG�3URJUDP��:)3���DQG�WKH�
8QLWHG�1DWLRQV�&KLOGUHQ¶V�)XQG��81,&()���1HOVRQ�5RFNHIHOOHU�
JHQHURXVO\�DUUDQJHG�¿QDQFLQJ��DIWHU�DQ�LQLWLDO�RIIHU�WR�ORFDWH�LW�
RQ�WKH�5RFNHIHOOHU�IDPLO\�HVWDWH��7KH������PLOOLRQ�QHHGHG�ZDV�
IXQGHG�E\�1HOVRQ¶V�JUDQGIDWKHU�-RKQ�'��5RFNHIHOOHU��-U���ZKR�
GRQDWHG�LW�WR�WKH�FLW\�DQG�ZDV�NHHQ�RQ�LWV�GHYHORSPHQW�DV�SDUW�
RI�KLV�VWDWHG�LQWHQW�WR�EXLOG�D�JOREDO�JRYHUQPHQW�

The Council on Foreign Relations

)RXQGHG�LQ������LQ�1HZ�<RUN��WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�
�&)5�� LV� FRQVLGHUHG� WR� EH� WKH� QDWLRQ¶V� PRVW� LQÀXHQWLDO�
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IRUHLJQ�SROLF\� WKLQN� WDQN�� LW� DOVR� SXEOLVKHV� )RUHLJQ� $IIDLUV��
ZKLFK� LV� FRQVLGHUHG� WKH� OHDGLQJ� MRXUQDOV� RQ� IRUHLJQ� DIIDLUV��
7KH�&)5�DOVR�KDV�D�VLVWHU�RUJDQL]DWLRQ�LQ�*UHDW�%ULWDLQ�FDOOHG�
WKH�5R\DO�,QVWLWXWH�IRU�,QWHUQDWLRQDO�$IIDLUV�RU�&KDWKDP�+RXVH��
7KH�VWDWHG�PLVVLRQ�RI�WKH�&RXQFLO�LV�DV�

>$@� UHVRXUFH� IRU� LWV� PHPEHUV�� JRYHUQPHQW� RI¿FLDOV��
EXVLQHVV� H[HFXWLYHV�� MRXUQDOLVWV�� HGXFDWRUV� DQG� VWX�
GHQWV��FLYLF�DQG�UHOLJLRXV�OHDGHUV��DQG�RWKHU�LQWHUHVWHG�
FLWL]HQV� LQ� RUGHU� WR� KHOS� WKHP� EHWWHU� XQGHUVWDQG� WKH�
ZRUOG�DQG�WKH�IRUHLJQ�SROLF\�FKRLFHV�IDFLQJ�WKH�8QLWHG�
6WDWHV�DQG�RWKHU�FRXQWULHV�

7KH�&RXQFLO�RI�)RUHLJQ�5HODWLRQV��&)5��ZDV�IRXQGHG�E\�(GZDUG�
0��+RXVH��:DOWHU�/LSSPDQQ��3DXO�:DUEXUJ��-RKQ�'��5RFNHIHOOHU��
-�3��0RUJDQ��-RKQ�'XOOHV�DQG�WKHLU�FLUFOH��DQG�WKH�FXUUHQW�KHDG�
TXDUWHUV�ZDV�GRQDWHG�E\�+DUROG�,UYLQJ�3UDWW��ZKR�VHUYHG�DV�
GLUHFWRU�RI�WKH�6WDQGDUG�2LO�&RPSDQ\�DQG�DV�ZHOO�DV�'LUHFWRU�RI�
WKH�&)5�IURP������������,WV�WKLQN�WDQN��WKH�'DYLG�5RFNHIHOOHU�
6WXGLHV�3URJUDP��LV�FRPSRVHG�RI�DERXW�¿IW\�DGMXQFW�DQG�IXOO�
WLPH�VFKRODUV�IURP�WKH�EHVW�XQLYHUVLWLHV�DQG�JRYHUQPHQW��ZKR�
PDNH� UHFRPPHQGDWLRQV� WR� WKH� SUHVLGHQWLDO� DGPLQLVWUDWLRQV��
UHJDUGOHVV� RI� SDUW\�� 7RGD\�� WKHUH� DUH� RYHU� ������PHPEHUV��
LQFOXGLQJ�WKH�PRVW�LQÀXHQWLDO�SHRSOH�LQ�:DVKLQJWRQ��0HPEHUV�
LQFOXGH� PRUH� WKDQ� D� GR]HQ� $PHULFDQ� 6HFUHWDULHV� RI� 6WDWH��
IRUPHU� QDWLRQDO� VHFXULW\� DGYLVRUV�� EDQNHUV�� ODZ\HUV�� IRUPHU�
&,$�PHPEHUV��SXEOLVKHUV��DQG�VHQLRU�PHPEHUV�RI�WKH�PHGLD�

7KH�PRVW�LPSRUWDQW�SHRSOH�LQ�JRYHUQPHQW��HGXFDWLRQ��LQGXV�
WU\��EDQNLQJ�DQG�WKH�PLOLWDU\�DUH�PHPEHUV�RI�WKH�&RXQFLO��WKH�
PRVW� LQÀXHQWLDO� SHRSOH� UXQQLQJ� RXU� FRXQWU\� UHFHLYH� DGYLFH�
IURP�WKLV�JURXS��WKHUH�LV�PDQXIDFWXUHG�FRQVHQW�ZLWKLQ� LW� IRU�
D�1HZ�:RUOG�2UGHU�DQG�JOREDO�JRYHUQPHQW��DQG�WKHVH�VRPH�
������PHPEHUV�DUH�WKH�RQHV�DW�WKH�WRS�RI�ZRUOG�JRYHUQPHQW��
EDQNLQJ�DQG�WUDGH�
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'HWUDFWRUV�RI�WKH�&)5�KDG�WKHLU�FRQFHUQV�H[SUHVVHG�LQ�DQ�DUWL�
FOH�SXEOLVKHG�LQ�+DUSHUV�LQ������

7KH�PRVW�SRZHUIXO�FOLTXH�LQ�WKHVH��&)5��JURXSV�KDV�RQH�
REMHFWLYH�LQ�FRPPRQ��WKH\�ZDQW�WR�EULQJ�DERXW�WKH�VXU�
UHQGHU�RI� WKH� VRYHUHLJQW\�DQG� WKH�QDWLRQDO� LQGHSHQG�
HQFH�RI�WKH�8�6��7KH\�ZDQW�WR�HQG�QDWLRQDO�ERXQGDULHV�
DQG� UDFLDO� DQG�HWKQLF� OR\DOWLHV� VXSSRVHGO\� WR� LQFUHDVH�
EXVLQHVV� DQG� HQVXUH� ZRUOG� SHDFH�� :KDW� WKH\� VWULYH�
IRU� ZRXOG� LQHYLWDEO\� OHDG� WR� GLFWDWRUVKLS� DQG� ORVV� RI�
IUHHGRPV�E\�WKH�SHRSOH��7KH�&)5�ZDV�IRXQGHG�IRU�WKH�
SXUSRVH�RI�SURPRWLQJ�GLVDUPDPHQW�DQG�VXEPHUJHQFH�
RI�8�6��VRYHUHLJQW\�DQG�QDWLRQDO�LQGHSHQGHQFH�LQWR�DQ�
DOO�SRZHUIXO�RQH�ZRUOG�JRYHUQPHQW�

'DYLG� 5RFNHIHOOHU�ZDV� FKDLUPDQ� RI� WKH� ERDUG� IURP� ����� WR�
������DQG�'LFN�&KHQH\�DOVR�VHUYHG�DV�FKDLUPDQ��3UHVLGHQWV�
*HRUJH�%XVK��6U��DQG�-LPP\�&DUWHU�ZHUH�ERWK�YHU\�LQYROYHG��
DQG� LWV�JUHDWHVW�SURSRQHQWV�IRU�D�1HZ�:RUOG�2UGHU�DQG�RQH�
ZRUOG�JRYHUQPHQW��+HQU\�.LVVLQJHU�SOD\V�D�FHQWUDO� UROH�DQG�
GHYHORSHG�PXFK�RI� WKLV� WKLQNLQJ� WKHUH�DQG�DSSOLHG� LW� WR� WKH�
1DWLRQDO�6HFXULW\�&RXQFLO��16&��DQG�WR�$PHULFD¶V�QDWLRQDO�IRU�
HLJQ�SROLF\��7HVWLI\LQJ�EHIRUH�WKH�8QLWHG�6WDWHV�6HQDWH�FRP�
PLWWHH� RQ� IRUHLJQ� UHODWLRQV� LQ� ������ :DUEXUJ�� UHSUHVHQWLQJ�
&)5��VWDWHG�LQ�WHVWLPRQ\�EHIRUH�WKH�8QLWHG�6WDWHV�6HQDWH�

:H�VKDOO�KDYH�ZRUOG�JRYHUQPHQW�ZKHWKHU�RU�QRW�ZH�OLNH�
LW��7KH�RQO\�TXHVWLRQ�LV�ZKHWKHU�ZRUOG�JRYHUQPHQW�ZLOO�
EH�DFKLHYHG�E\�FRQTXHVW�RU�FRQVHQW�

6SHDNLQJ�EHIRUH�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�LQ�-XQH�������
'DYLG�5RFNHIHOOHU�VDLG�

:H�DUH�JUDWHIXO�WR�WKH�:DVKLQJWRQ�3RVW��WKH�1HZ�<RUN�
7LPHV��7LPH�PDJD]LQH�DQG�DOO�WKH�RWKHU�JUHDW�SXEOLFD�
WLRQV�ZKRVH�GLUHFWRUV�KDYH�DWWHQGHG�RXU�PHHWLQJV�DQG�
UHVSHFWHG�WKHLU�SURPLVHV�RI�GLVFUHWLRQ�IRU�DOPRVW�IRUW\�
\HDUV��,W�ZRXOG�KDYH�EHHQ�LPSRVVLEOH�IRU�XV�WR�GHYHORS�
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RXU�SODQ�IRU�WKH�ZRUOG�LI�ZH�KDG�EHHQ�VXEMHFWHG�WR�WKH�
OLJKW�RI�SXEOLFLW\�GXULQJ�WKRVH�\HDUV��%XW�QRZ�WKH�ZRUOG�
LV�PRUH�VRSKLVWLFDWHG�DQG�SUHSDUHG�WR�PDUFK�WRZDUGV�D�
ZRUOG�JRYHUQPHQW��7KH�VXSUD�QDWLRQDO�VRYHUHLJQW\�RI�DQ�
LQWHOOHFWXDO�HOLWH�DQG�ZRUOG�EDQNHUV�LV�VXUHO\�SUHIHUDEOH�
WR�WKH�QDWLRQDO�DXWR�GHWHUPLQDWLRQ�SUDFWLFHG�LQ�WKH�SDVW�
FHQWXULHV�

,Q� ����� 'DYLG� 5RFNHIHOOHU� SXEOLVKHG� KLV� DXWRELRJUDSK\�
0HPRLUV�DQG�RQ�SDJH�����KH�HPSKDWLFDOO\�VWDWHV��VSHDNLQJ�RQ�
WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�

6RPH�HYHQ�EHOLHYH�ZH�DUH�SDUW�RI�D�VHFUHW�FDEDO�ZRUNLQJ�
DJDLQVW�WKH�EHVW�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV��FKDUDF�
WHUL]LQJ�P\�IDPLO\�DQG�PH�DV�³LQWHUQDWLRQDOLVWV´�DQG�RI�
FRQVSLULQJ�ZLWK�RWKHUV�DURXQG�WKH�ZRUOG�WR�EXLOG�D�PRUH�
LQWHJUDWHG�JOREDO�SROLWLFDO�DQG�HFRQRPLF�VWUXFWXUH²RQH�
ZRUOG��LI�\RX�ZLOO��,I�WKDW¶V�WKH�FKDUJH��,�VWDQG�JXLOW\��DQG�
,�DP�SURXG�RI�LW�

Bilderberg Group and the Trilateral Commission

7KH�%LOGHUEHUJ�*URXS�LV�DQ�DQQXDO�XQRI¿FLDO�� LQYLWDWLRQ�RQO\��
FRQIHUHQFH� RI� DURXQG� ���� RI� WKH�PRVW� LQÀXHQWLDO� SHRSOH� RI�
WKH� ZRUOG� IURP� SROLWLFV�� EDQNLQJ�� EXVLQHVV�� PLOLWDU\�� DQG�
PHGLD�� 7KH� JURXS�ZDV� QDPHG� DIWHU� WKH� KRWHO� WKDW� WKH� ¿UVW�
PHHWLQJ� WRRN� SODFH� LQ� ������ WKH�+RWHO� GH� %LOGHUEHUJ� LQ� WKH�
1HWKHUODQGV��3ULQFH�%HUQKDUG�RI�/LSSH�%LHVWHUIHOG��WKH�IDWKHU�
RI�4XHHQ�%HDWUL[�RI�WKH�1HWKHUODQGV��ZDV�WKH�¿UVW�FKDLUPDQ�RI�
WKH�6WHHULQJ�&RPPLWWHH�DQG�RWKHU�(XURSHDQ�UR\DOW\�KDYH�IRO�
ORZHG��0HPEHUV�RI�WKH�EDQNLQJ�FDUWHO�DQG�$PHULFDQ�LQGXVWU\�
PL[�DQG�VKDUH�LGHDV�ZLWK�UR\DOW\�DQG�RWKHU�ZRUOG�OHDGHUV�DQG�
VHHN�DQVZHUV�LQ�SULYDWH�ZLWKRXW�FRQFHUQ�RI�UHSRUWHUV�VR�WKH\�
FDQ�VSHDN�IUHHO\��:KR�VKRZV�XS�DQG�ZKDW�VXEMHFWV�ZHUH�GLV�
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FXVVHG�LV�SRVWHG�RQ�WKHLU�ZHEVLWH�IRU�WKH�SXEOLF�WR�UHDG��DQG�
WKH\�VKRXOG��EXW�WKH�SUHVV�LV�QRW�DOORZHG�WR�UHSRUW�

'HQLV� +HDOH\� �%DURQ� +HDOH\��� IRUPHU� VHFUHWDU\� RI� VWDWH� IRU�
GHIHQVH�DQG�FKDQFHOORU�RI�WKH�H[FKHTXHU�IRU�*UHDW�%ULWDLQ�DQG�
%LOGHUEHUJ�IRXQGHU�DQG�KHDG�RI�WKH�VWHHULQJ�FRPPLWWHH��KDV�
VDLG�

7R� VD\� ZH� DUH� VWULYLQJ� IRU� D� RQH�ZRUOG� JRYHUQPHQW�
LV� H[DJJHUDWHG�� EXW� QRW�ZKROO\� XQIDLU�� 7KRVH� RI� XV� LQ�
%LOGHUEHUJ� IHOW�ZH�FRXOGQ¶W�JR�RQ� IRUHYHU�¿JKWLQJ�RQH�
DQRWKHU� IRU� QRWKLQJ� DQG� NLOOLQJ� SHRSOH� DQG� UHQGHULQJ�
PLOOLRQV�KRPHOHVV��6R�ZH�IHOW�WKDW�D�VLQJOH�FRPPXQLW\�
WKURXJKRXW�WKH�ZRUOG�ZRXOG�EH�D�JRRG�WKLQJ�

7KH�7ULODWHUDO�&RPPLVVLRQ�LV�D�SULYDWH�RUJDQL]DWLRQ�IRXQGHG�
DQG� IXQGHG� LQ� ����� E\� 'DYLG� 5RFNHIHOOHU� WR� IRVWHU� FORVHU�
FRRSHUDWLRQ�DPRQJ�WKH�8QLWHG�6WDWHV��(XURSH��DQG�-DSDQ��LW�
VSXQ�RII�IURP�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��$FFRUGLQJ�WR�
5RFNHIHOOHU�WKH�7ULODWHUDO�&RPPLVVLRQ�FRXOG�³EH�RI�KHOS�WR�JRY�
HUQPHQW�E\�SURYLGLQJ�PHDVXUHG�MXGJPHQW�́ �)RUPHU�1DWLRQDO�
6HFXULW\�$GYLVHU�IRU�3UHVLGHQW�-LPP\�&DUWHU�DQG�SURIHVVRU�DW�
&ROXPELD�8QLYHUVLW\�=ELJQLHZ�%U]H]LQVNL�KHOSHG�RUJDQL]H�WKH�
JURXS��DORQJ�ZLWK�$ODQ�*UHHQVSDQ�DQG�3DXO�9ROFNHU��ERWK�QRZ�
IRUPHU�KHDGV�RI�WKH�)HGHUDO�5HVHUYH�EXW�WKHLU�WUDLQLQJ�ZDV�ZLWK�
5RFNHIHOOHUV� &RXQFLO� RQ� )RUHLJQ� 5HODWLRQV� DQG� WKH� 7ULODWHUDO�
&RPPLVVLRQ��WKLV�LV�WKH�XQLYHUVLW\�IRU�WKH�FDUWHOV�PRVW�HOLWH��
WKH� WUDLQLQJ� JURXQG� IRU� SUHVLGHQWV�� VHFUHWDULHV� RI� VWDWH� DQG�
ZRUOG�EDQNHUV��7KLV�LV�ZKHUH�WKH�LGHDV�DUH�IRUPHG�WR�LPSOH�
PHQW�WKH�1HZ�:RUOG�2UGHU�RI�ZRUOG�JRYHUQPHQW��ODZ��EDQNLQJ��
DQG�EXVLQHVV��D�NLQG�RI�)DELDQ�VRFLDOLVP��ZKHUH�D�FHUWDLQ�HOLWH�
UXOH��7KLV�JURXS�EHFRPHV�WKH�EDVLV�IRU�D�FRQWLQXLW\�RI�JRYHUQ�
PHQW� DQG� FRPPHUFH�� LQ� WKH� HYHQW� RI� WKH� SRVVLEOH� GHVWUXF�
WLRQ�RI�JRYHUQPHQW�WKRVH�HOLWH�FRXOG�NHHS�WKH�ZRUOG�UXQQLQJ�
DQG�NHHS�UXQQLQJ�WKH�ZRUOG��$�VLPLODU�LQWHOOHFWXDO�'DUZLQLVP�
LV� LOOXVWUDWHG� LQ�+HUPDQ�+HVVH¶V�FODVVLF�ERRN�WKH�*ODVV�%HDG�
*DPH��ZKHUH�DQ�LQWHOOHFWXDO�HOLWH�FRPSHWH�WR�UXOH�WKH�ZRUOG�
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7RGD\� LW� FRQVLVWV� RI� DSSUR[LPDWHO\� ���� EDQNHUV�� FRUSR�
UDWH� &(2V�� DQG� OHDGLQJ� SROLWLFLDQV�� 3UHVLGHQW� -LPP\� &DUWHU�
DWWHQGHG�WKHLU�¿UVW�SOHQDU\�PHHWLQJ�LQ�������3ROLWLFDO�KLVWRULDQ�
DQG� 0DVVDFKXVHWWV� ,QVWLWXWH� RI� 7HFKQRORJ\� SURIHVVRU� 1RUP�
&KRPVN\�REVHUYHG�LQ�KLV�ERRN�5DGLFDO�3ULRULWLHV�

3HUKDSV� WKH� PRVW� VWULNLQJ� IHDWXUH� RI� WKH� QHZ�
$GPLQLVWUDWLRQ�LV�WKH�UROH�SOD\HG�LQ� LW�E\�WKH�7ULODWHUDO�
&RPPLVVLRQ�� 7KH�PDVV�PHGLD� KDG� OLWWOH� WR� VD\� DERXW�
WKLV�PDWWHU�GXULQJ� WKH�SUHVLGHQWLDO� FDPSDLJQ²LQ� IDFW��
WKH�FRQQHFWLRQ�RI�WKH�&DUWHU�JURXS�WR�WKH�&RPPLVVLRQ�
ZDV�UHFHQWO\�VHOHFWHG�DV�µWKH�EHVW�FHQVRUHG�QHZV�VWRU\�
RI�����²DQG� LW�KDV�QRW� UHFHLYHG� WKH�DWWHQWLRQ� WKDW� LW�
PLJKW� KDYH� VLQFH� WKH� DGPLQLVWUDWLRQ� WRRN� RI¿FH�� $OO�
RI� WKH� WRS� SRVLWLRQV� LQ� WKH� JRYHUQPHQW²WKH� RI¿FH� RI�
3UHVLGHQW��9LFH�3UHVLGHQW��6HFUHWDU\�RI�6WDWH��'HIHQVH�
DQG� 7UHDVXU\²DUH� KHOG� E\� PHPEHUV� RI� WKH� 7ULODWHUDO�
&RPPLVVLRQ�� DQG� WKH� 1DWLRQDO� 6HFXULW\� $GYLVHU� ZDV�
LWV� GLUHFWRU�� 0DQ\� OHVVHU� RI¿FLDOV� DOVR� FDPH� IURP� WKLV�
JURXS�� ,W� LV� UDUH� IRU� VXFK� DQ� HDVLO\� LGHQWL¿HG� SULYDWH�
JURXS� WR� SOD\� VXFK� D� SURPLQHQW� UROH� LQ� DQ� $PHULFDQ�
$GPLQLVWUDWLRQ�

,I� \RX� ORRN� DW� WKH� DGPLQLVWUDWLRQV� RI� 5LFKDUG� 1L[RQ�� *HUDOG�
)RUG�� -LPP\�&DUWHU��5RQDOG�5HDJDQ��*HRUJH�+�:��%XVK��%LOO�
&OLQWRQ��*HRUJH�:��%XVK��DQG�%DUDN�2EDPD��WKH\�DOO�KDG�EHHQ�
DI¿OLDWHG�ZLWK��VWXGLHG�ZLWK��DQG�PDGH�WKHLU�DOOLDQFHV�WKURXJK�
RQH� RU� VHYHUDO� RI� WKHVH� FDUWHO�EDVHG�� 5RFNHIHOOHU�IXQGHG��
RUJDQL]DWLRQV��:KHWKHU�5HSXEOLFDQ�RU�'HPRFUDW��WKH\�JHW�WKH�
VDPH�WUDLQLQJ�DQG�¿QDQFLDO�VXSSRUW��LW¶V�DQ�LQGRFWULQDWLRQ�LQWR�
ZRUOG�JRYHUQPHQW�WKDW�LV�QRZ�D�UHTXLUHPHQW�RI�EHLQJ�VHOHFWHG�
IRU�KLJK�RI¿FH�ZLWKLQ�HLWKHU�SDUW\��7KH�HOLWH�KDYH�HQJLQHHUHG�
D�FRQVHQW�LQ�ZRUOGYLHZ�DQG�FUHDWHG�D�FROOHFWLYH�FRQVFLRXVQHVV�
LQ�DWWDLQLQJ�LW��HYHU\�RQH�RI�$PHULFD¶V�UHFHQW�SUHVLGHQWV�KDV�
DGYRFDWHG�D�1HZ�:RUOG�2UGHU�
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/RRN�XS�WKH�NH\�SRVLWLRQV�RI�YLFH�SUHVLGHQW��RU�VHFUHWDULHV�RI�
WKH�PDMRU�FDELQHWV��VXFK�DV�6HFUHWDU\�RI�6WDWH�RU�'HIHQVH��RU�
WKH�1DWLRQDO�6HFXULW\�$GYLVRU�� WKH\�DOO�JHW� WKHLU� WUDLQLQJ�DQG�
PDNH� WKHLU� DOOLDQFHV� IURP�ZLWKLQ� WKLV� VDPH� VSKHUH� RI� LQÀX�
HQFH��(YHU\�RQFH�LQ�DZKLOH�DQ�RXWVLGHU�OLNH�5RVV�3HURW�RU�5DOSK�
1DGHU�ZLOO�VWDQG�XS�WR�FKDOOHQJH�WKLV�VHFRQG�WLHU�RI�JRYHUQ�
PHQW��EXW�WKH�ZKROH�V\VWHP�RI�¿QDQFH�DQG�JRYHUQPHQW�LV�UXQ�
E\�WKHVH�VDPH�SHRSOH��,W¶V�QRW�D�FRQVSLUDF\��,W¶V�WKH�VWDWH�RI�
FRQVFLRXVQHVV�WKDW�UXOHV�WKLV�ZRUOG��(YHU\RQH�LQ�LW�WKLQNV�WKH\�
DUH�GRLQJ�VRPHWKLQJ�UHDOO\�JRRG��DQG�LQ�VRPH�ZD\V�WKH\�DUH�

7KHVH�DVSLUDWLRQV�ZLWKLQ�JRYHUQPHQW�KDYH�DOVR�PHW�ZLWK�PXFK�
RSSRVLWLRQ��LQ�KLV������ERRN�:LWK�1R�$SRORJLHV�8QLWHG�6WDWHV�
6HQDWRU�%DUU\�*ROGZDWHU�VWDWHG�

7KH�7ULODWHUDO�&RPPLVVLRQ�LV�LQWHQGHG�WR�EH�WKH�YHKLFOH�
IRU�PXOWLQDWLRQDO� FRQVROLGDWLRQ� RI� WKH� FRPPHUFLDO� DQG�
EDQNLQJ�LQWHUHVWV�E\�VHL]LQJ�FRQWURO�RI�WKH�SROLWLFDO�JRY�
HUQPHQW�RI�WKH�8QLWHG�6WDWHV��7KH�7ULODWHUDO�&RPPLVVLRQ�
UHSUHVHQWV� D� VNLOOIXO�� FRRUGLQDWHG� HIIRUW� WR� VHL]H� FRQ�
WURO� DQG� FRQVROLGDWH� WKH� IRXU� FHQWHUV� RI� SRZHU� SROLWL�
FDO��PRQHWDU\��LQWHOOHFWXDO��DQG�HFFOHVLDVWLFDO��:KDW�WKH�
7ULODWHUDO�&RPPLVVLRQ�LQWHQGV�LV�WR�FUHDWH�D�ZRUOGZLGH�
HFRQRPLF�SRZHU�VXSHULRU� WR� WKH�SROLWLFDO�JRYHUQPHQWV�
RI�WKH�QDWLRQ�VWDWHV�LQYROYHG��$V�PDQDJHUV�DQG�FUHDWRUV�
RI�WKH�V\VWHP��WKH\�ZLOO�UXOH�WKH�IXWXUH�

The Cabinet

7R�JDLQ�D�SHUVSHFWLYH�RQ�KRZ�PXFK�LQÀXHQFH�WKHVH�FDUWHO�LQVWL�
WXWLRQV� KDYH�� ZH� KDYH� RQO\� WR� REVHUYH� WKH� EDFNJURXQGV� RI�
WKH�FXUUHQW�DGPLQLVWUDWLRQ��3UHVLGHQW�%DUDN�2EDPD�ZRUNHG�IRU�
%XVLQHVV�,QWHUQDWLRQDO�&RUS���%,���QRZ�WKH�(FRQRPLVW�*URXS��
ULJKW�RXW�RI�FROOHJH��LW¶V����SHUFHQW�RZQHG�E\�WKH�5RWKVFKLOG�
FRQVRUWLXP� DQG� LV� LQWHUQDWLRQDOO\� EHOLHYHG� WR� EH� D� IURQW� IRU�
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WKH�&HQWUDO�,QWHOOLJHQFH�$JHQF\��DQG�%ULWLVK�LQWHOOLJHQFH���DQG�
PRVW�RI�KLV�¿QDQFLDO�EDFNLQJ�WR�UXQ�IRU� WKH�VHQDWH�RU�SUHVL�
GHQF\�FDPH�IURP�WKH�FDUWHO��+H¶V�EHHQ�JURRPHG�IRU�WKH�MRE�RI�
SUHVLGHQW�RYHU�PDQ\�\HDUV��WKH�FDUWHO�LV�KLV�¿QDQFLDO�VSRQVRU��
DQG�KLV�HQWLUH�FDELQHW�LV�RQH�FDUWHO�WHDP�

8QLWHG�6WDWHV�7UHDVXU\�VHFUHWDU\�7LPRWK\�*HLWKQHU� �IRUPHU��
SUHVLGHQW�RI� WKH�)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�� VWDUWHG�
KLV� FDUHHU�ZRUNLQJ� IRU� +HQU\� .LVVLQJHU� DQG� LV� DOVR� D�PHP�
EHU� RI� &)5�� 7ULODWHUDO�� DQG� %LOGHUEHUJ�� 6HFUHWDU\� RI� 6WDWH�
+LOODU\�&OLQWRQ�DQG�KHU�GHSXW\��DOVR�&)5�DQG�%LOGHUEHUJ��DQG�
KHU�KXVEDQG�� WKH� IRUPHU�3UHVLGHQW�%LOO� &OLQWRQ��ZDV�DOVR�RQ�
WKH�7ULODWHUDO�&RPPLVVLRQ��$PEDVVDGRU�WR�WKH�8QLWHG�1DWLRQV�
6XVDQ�5LFH�LV�RQ�WKH�7ULODWHUDO�&RPPLVVLRQ��1DWLRQDO�6HFXULW\�
$GYLVRU�*HQHUDO�-DPHV�/��-RQHV�D�PHPEHU�RI�&)5��7ULODWHUDO�
DQG�%LOGHUEHUJ��DV�LV�KLV�GHSXW\��6SHFLDO�(QYR\�+HQU\�.LVVLQJHU�
D� NH\�PHPEHU� RI� &)5�� 7ULODWHUDO�� DQG� %LOGHUEHUJ�� &KDLUPDQ�
RI� (FRQRPLF�5HFRYHU\�&RPPLWWHH�3DXO�9RONHU�� IRUPHU� FKDLU�
PDQ�RI� WKH� )HGHUDO�5HVHUYH�DQG�PHPEHU�RI�&)5�� 7ULODWHUDO��
DQG� %LOGHUEHUJ�� 'LUHFWRU� RI� 1DWLRQDO� 6HFXULW\� �LQWHOOLJHQFH��
$GPLUDO�'HQQLV�&��%ODLU�DOVR�D�PHPEHU�RI�&)5��7ULODWHUDO��DQG�
%LOGHUEHUJ��DQG�VR�DUH�RXU�6HFUHWDU\�RI�'HIHQVH�5REHUW�*DWHV�
DQG�'HSXW\�6HFUHWDU\�RI�6WDWH�-DPHV�6WHYHQVRQ��DV�ZHOO�DV�
VSHFLDO�HQYR\V�5LFKDUG�+DVV�DQG�5LFKDUG�+ROEURRN��DQG�PDQ\�
RWKHUV��$OO�WKH�PDLQ�SOD\HUV�LQ�WKH�2EDPD�$GPLQLVWUDWLRQ��DV�
ZHOO�DV�WKRVH�LQ�WKH�SUHFHGLQJ�%XVK�$GPLQLVWUDWLRQ��KDYH�EHHQ�
LQGRFWULQDWHG� LQ� RQH�ZRUOG� JRYHUQPHQW� WKLQNLQJ�� <RX� GRQ¶W�
FOLPE�WKH�ODGGHU�RI�QDWLRQDO�JRYHUQPHQW�RU�ZRUOG�SRZHU�ZLWK�
RXW�WKLV�V\VWHP�KHOSLQJ�DQG�GLUHFWLQJ�\RX��UHJDUGOHVV�RI�SROLWL�
FDO�SDUW\�

$OO�WKHVH�RUJDQL]DWLRQV�WKDW�KDYH�EHHQ�VSRQVRUHG�E\�WKH�EDQN�
LQJ�FDUWHO�VHUYH�WR�JDWKHU�DQG�GLVVHPLQDWH�LQIRUPDWLRQ��ZKDW�
WKH\� KDYH� LQ� FRPPRQ� LV� D� YLHZ� WKDW� VHUYHV� WKHLU� FRPPRQ�
LQWHUHVWV�RI�D�RQH�ZRUOG�JRYHUQPHQW�WKDW�WKH\�GHFLGHG�LV�EHVW�
UXQ�E\�WKHP��7KHVH�WKLQN�WDQNV�DQG�QRQJRYHUQPHQW�RUJDQL]D�
WLRQV��1*2V��WKDW�DGYLVH�WKH�JRYHUQPHQW��OREE\�WKH�FRQJUHVV��
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DQG�ZULWH�WKH�ELOOV�IRU�UHSUHVHQWDWLYHV�WR�SUHVHQW�LQ�FRQJUHVV��
DUH�PRXWKSLHFHV�RI�WKH�VDPH�V\VWHP��7KH�VDPH�VPDOO�JURXS�
RI� IDPLOLHV� VKRZ�XS� DJDLQ� DQG� DJDLQ� EHKLQG� HDFK� RUJDQL]D�
WLRQ�DQG�WKURXJKRXW�HDFK�VWUXFWXUH��-RKQ�)��.HQQHG\¶V�IDWKHU��
-RVHSK�.HQQHG\��VWDWHG�LQ�WKH�1HZ�<RUN�7LPHV�³)LIW\�PHQ�UXQ�
$PHULFD��DQG�WKDW¶V�D�KLJK�¿JXUH�́

:KHQ�SUHVLGHQW� -RKQ�)��.HQQHG\� FDPH� LQWR�RI¿FH��KH� FDPH�
DV�DQ�RXWVLGHU�WR�WKH�EDQNLQJ�FDUWHO��WKH�&RXQFLO�RQ�)RUHLJQ�
5HODWLRQV��DQG�WKHLU�H[WHQVLYH�QHWZRUN��3XOLW]HU�3UL]H�ZLQQLQJ�
KLVWRULDQ�DQG�VRFLDO�FULWLF��$UWKXU�0��6FKOHVLQJHU��ZULWLQJ�DERXW�
3UHVLGHQW�.HQQHG\�¿UVW�OHDUQLQJ�DERXW�WKH�FDUWHO�DQG�ZKDW�KH�
FDOOHG�WKH�1HZ�<RUN�HVWDEOLVKPHQW�

,Q�SDUWLFXODU��KH�ZDV�OLWWOH�DFTXDLQWHG�ZLWK�WKH�1HZ�<RUN�
¿QDQFLDO� DQG� OHJDO� FRPPXQLW\� WKDW� DUVHQDO� RI� WDOHQW�
ZKLFK�KDG�VR�ORQJ�IXUQLVKHG�D�VWHDG\�VXSSO\�RI�DOZD\V�
RUWKRGR[�DQG�RIWHQ�DEOH�SHRSOH�WR�'HPRFUDWLF�DV�ZHOO�
DV� 5HSXEOLFDQ� DGPLQLVWUDWLRQV�� 7KLV� FRPPXQLW\� ZDV�
WKH� KHDUW� RI� WKH� $PHULFDQ� (VWDEOLVKPHQW�� ,W¶V� KRXVH�
KROG� GHLWLHV� ZHUH� +HQU\� 6WLPVRQ� DQG� (OLKX� 5RRW�� LWV�
SUHVHQW�OHDGHUV��5REHUW�/RYHWW�DQG�-RKQ�-��0F&OR\��LWV�
IURQW�RUJDQL]DWLRQV��WKH�5RFNHIHOOHU��)RUG�DQG�&DUQHJLH�
IRXQGDWLRQV� DQG� WKH�&RXQFLO� RQ� )RUHLJQ�5HODWLRQV�� LWV�
RUJDQV��WKH�1HZ�<RUN�7LPHV�DQG�)RUHLJQ�$IIDLUV�

$IWHU� JHWWLQJ� DQ� RULHQWDWLRQ� LQ� WKH� :KLWH� +RXVH�� 3UHVLGHQW�
.HQQHG\�EHJDQ�WR�PDNH�WKH�UHIRUPV�KH�SURPLVHG�WKH�SHRSOH�
ZKR�HOHFWHG�KLP��EXW�WKRVH�FKDQJHV�VWRRG�LQ�FOHDU�RSSRVLWLRQ�
WR�WKRVH�ZKR�KDG�PDLQWDLQHG�WKH�SRZHU�IRU�VR�ORQJ��.HQQHG\�
IHOW�WKZDUWHG�DQG�H[SODLQHG�LW�SXEOLFDOO\�WKLV�ZD\�

:H�DUH�RSSRVHG�DURXQG�WKH�ZRUOG�E\�D�PRQROLWKLF�DQG�
UXWKOHVV�FRQVSLUDF\��D�V\VWHP�WKDW�KDV�FRQVFULSWHG�YDVW�
KXPDQ� DQG�PDWHULDO� UHVRXUFHV� LQWR� WKH� EXLOGLQJ� RI� D�
WLJKWO\� NQLW� KLJKO\� HI¿FLHQW�PDFKLQH�� WKDW� SHUFHSWLRQV�
DUH�FRQFHDOHG�DQG�QRW�SXEOLVKHG��LWV�PLVWDNHV�DUH�EXULHG�
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QRW�KHDGOLQHG��LWV�GLVVHQWHUV¶�DUH�VLOHQFHG�QRW�SUDLVHG��
QR� H[SHQGLWXUH� LV� TXHVWLRQHG�� QR� UXPRUV� SULQWHG�� QR�
VHFUHWV�UHYHDOHG�

The New World Order

:KDW�LV�WKH�1HZ�:RUOG�2UGHU"�,W�PHDQV�GLIIHUHQW�WKLQJV�WR�GLI�
IHUHQW�SHRSOH��DQG�JDLQLQJ�FODULW\�DV�WR�ZKDW�RXU�SUHVLGHQWV��
QDWLRQDO� VHFXULW\� DGYLVHUV�� LQWHUQDWLRQDO� EDQNHUV�� RU� UR\DOW\�
WKLQN�RI�DV�WKH�1HZ�:RUOG�2UGHU�LV�VRPHWKLQJ�YHU\�LPSRUWDQW�
IRU�HYHU\�FLWL]HQ�WR�WKLQN�DERXW��7KH�1HZ�:RUOG�2UGHU�LV�D�WHUP�
WKDW�KDV�EHHQ�XVHG�GHOLEHUDWHO\�E\�HDFK�8QLWHG�6WDWHV�SUHVL�
GHQW��WKH�QDWLRQDO�VHFXULW\�DGYLVHUV�DQG�VHFUHWDULHV�RI�VWDWH��
LW¶V�D�WHUP�XVHG�TXLWH�D�ELW�DPRQJVW�WKRVH�LQ�WKH�&RXQFLO�RQ�
)RUHLJQ�5HODWLRQV��WKH�7ULODWHUDO�&RPPLVVLRQ��DV�ZHOO�DV�LQWHU�
QDWLRQDO�EDQNHUV�DQG�WKH�)HGHUDO�5HVHUYH��0XFK�RI�WKLV�YLVLRQ�
DSSHDUV�WR�EH�D�EHDXWLIXO�WKLQJ��EXW�VR�PXFK�DOVR�DSSHDUV�WR�
EH� FORDNHG� LQ� VHFUHF\�� 6R�� LW¶V� ZRUWK� ORRNLQJ� DW� LWV� SRVVLEOH�
PHDQLQJV�DQG�WR�FUHDWH�D�GLDORJ�ZLWKLQ�WKH�SRSXODWLRQ�WR�FRQ�
VLGHU�LWV�PHULWV�

7KH�1HZ�:RUOG�2UGHU�FDQ�UHIHU�WR�DQ\�SHULRG�RI�KLVWRU\�HYL�
GHQFLQJ�D�GUDPDWLF�FKDQJH�LQ�ZRUOG�SROLWLFV�DQG�WKH�EDODQFH�RI�
SRZHU�EHWZHHQ�QDWLRQV��LW�PRUH�RIWHQ�WKDQ�QRW�LQFOXGHV�VRPH�
YLVLRQ�RI�D�VLQJXODU�ZRUOG�JRYHUQPHQW��VRPH�XVH�RI�WKH�WHUP�
UHIHUV� VSHFL¿FDOO\� WR� D� FRQVSLUDF\� WKHRU\� LQ� ZKLFK� D� VHFUHW�
HOLWH� LV�FRQVSLULQJ�WR�UXOH� WKH�ZRUOG�E\�PHDQV�RI�ZRUOG�JRY�
HUQPHQW� DQG� JOREDOL]DWLRQ�� 6WDWHVPHQ� OLNH�:RRGURZ�:LOVRQ�
DQG�:LQVWRQ�&KXUFKLOO�EHJDQ�XVLQJ�WKH�WHUP�1HZ�:RUOG�2UGHU�
LQ� WKH�EHJLQQLQJ�RI� WKH� WZHQWLHWK� FHQWXU\� WR� UHIHU� WR�D�QHZ�
EDODQFH�RI�SRZHU�DIWHU�WKH�ZRUOG�ZDUV�ZLWK�DQ�LGHDO�RI�JOREDO�
JRYHUQDQFH�EHWZHHQ�QDWLRQV�WR�VROYH�WKH�ZRUOG¶V�SROLWLFDO��PLO�
LWDU\��DQG�¿QDQFLDO�SUREOHPV��7KHVH�LGHDOV�OHG�WR�WKH�FUHDWLRQ�
RI�WKH�8QLWHG�1DWLRQV��1$72��WKH�%UHWRQ�:RRGV�PRQHWDU\�V\V�
WHP��DQG�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH��*$77��
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7KH�WHUP�ZDV�PRUH�IXOO\�GHYHORSHG�LQ�D�ERRN�E\�+�*��:HOOV�
FDOOHG�7KH�1HZ�:RUOG�2UGHU��ZKLFK�ZDV�SXEOLVKHG� LQ� ������
,Q� WKLV� FRQWH[W� WKH� 1HZ�:RUOG� 2UGHU� LV� D� V\QRQ\P� IRU� WKH�
HVWDEOLVKPHQW�RI�D�VFLHQWL¿FDOO\�FRRUGLQDWHG�ZRUOG�VWDWH�DQG�
SODQQHG�HFRQRP\²WKH�NLQG�RI�)DELDQ�VRFLDOLVP�LQ�ZKLFK�:HOOV�
ZDV�LQYROYHG��,Q�WKLV�FRQWH[W�WKH�1HZ�:RUOG�2UGHU�LV�PRUH�RI�
D�WRWDOLWDULDQ�WKHRFUDF\�OHG�E\�DQ�LQWHOOLJHQWVLDV�RU�LOOXPLQDWL��
,Q�7KH�1HZ�:RUOG�2UGHU��+�*��:HOOV�H[SODLQV�WKH�FUHDWLRQ�RI�D�
QHZ�ZRUOG�FXUUHQF\�

'LUHFWO\�ZH�JUDVS�WKLV�QRW�YHU\�REVFXUH�WUXWK�WKDW�WKHUH�
FDQ�EH��DQG�DUH��GLIIHUHQW�VRUWV�RI�PRQH\�GHSHQGHQW�RQ�
WKH�HFRQRPLF�XVDJHV�RU�V\VWHP�LQ�RSHUDWLRQ��ZKLFK�DUH�
QRW�UHDOO\�LQWHUFKDQJHDEOH��WKHQ�LW�EHFRPHV�SODLQ�WKDW�D�
FROOHFWLYLVW�ZRUOG�RUGHU��ZKRVH�IXQGDPHQWDO�ODZ�LV�VXFK�
D�'HFODUDWLRQ�RI�5LJKWV�DV�ZH�KDYH�VNHWFKHG��ZLOO�KDYH�
WR�FDUU\�RQ�LWV�PDLQ��LWV�SULPDU\�RSHUDWLRQV�DW�OHDVW�ZLWK�
D�QHZ�ZRUOG�PRQH\��D�VSHFLDOO\�FRQWULYHG�PRQH\��GLI�
IHULQJ�LQ�LWV�QDWXUH�IURP�DQ\�VRUW�RI�PRQH\�FRQYHQWLRQV�
WKDW�KDYH�KLWKHUWR�VHUYHG�KXPDQ�QHHGV��,W�ZLOO�EH�LVVXHG�
DJDLQVW�WKH�WRWDO�SXUFKDVDEOH�RXWSXW�RI�WKH�FRPPXQLW\�
LQ�UHWXUQ�IRU�WKH�ZRUNHUV¶�VHUYLFHV�WR�WKH�FRPPXQLW\�

6RPH�JRYHUQPHQW�UHSUHVHQWDWLYHV�VHH�WKH�1HZ�:RUOG�2UGHU�
DV�EHLQJ�PRUH�2UZHOOLDQ��D�FRQVSLUDF\�RU�VKDGRZ�JRYHUQPHQW�
FRQWUROOHG�E\�WKH�ZRUOG�EDQNHUV��UR\DOW\��RU�-HZV��WKHUH�LV�D�
YHU\�VWURQJ�DQWLJOREDOLVW�PRYHPHQW�ZLWKLQ�ERWK�WKH�5HSXEOLFDQ�
DQG�'HPRFUDWLF�SDUWLHV�HYHQ�DV�PRUH�JOREDOLVW�UKHWRULF�LV�EHLQJ�
FRQYH\HG� LQ�DOPRVW�DOO� WKH� WKLQN� WKDQNV��SROLF\�ERDUGV�� DQG�
PHGLD�EHLQJ�XVHG�WRGD\��7KH�EHVW�VRXUFH�WR�OHDUQ�PRUH�DERXW�
WKH�1HZ�:RUOG�2UGHU��DV�WKH�WHUP�LV�EHLQJ�XVHG�LQ�JRYHUQPHQW�
WRGD\��LV�WR�VWXG\�WKH�ZRUN�RI�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��
ZKLFK�LV�UHÀHFWHG�LQ�WKHLU�SHULRGLFDO�)RUHLJQ�$IIDLUV��ZKLFK�LV�
DYDLODEOH�WR�WKH�SXEOLF�

3UHVLGHQW� *HRUJH� +�:�� %XVK�� LQ� KLV� 6HSWHPEHU� ���� �����
VSHHFK�WR�D�MRLQW�VHVVLRQ�RI�WKH�8�6��&RQJUHVV�WLWOHG�³7RZDUGV�



88  |  MONEY & POWER

D�1HZ�:RUOG�2UGHU�́ �VWDWHG�KLV�REMHFWLYHV�IRU�D�SRVW�FROG�ZDU�
JOREDO�JRYHUQDQFH�

8QWLO� QRZ�� WKH� ZRUOG� ZH¶YH� NQRZQ� KDV� EHHQ� D� ZRUOG�
GLYLGHG� �� D�ZRUOG� RI� EDUEHG�ZLUH� DQG� FRQFUHWH� EORFN��
FRQÀLFW�� DQG� FROG� ZDU�� 1RZ�ZH� FDQ� VHH� D� QHZ�ZRUOG�
FRPLQJ�LQWR�YLHZ��$�ZRUOG�LQ�ZKLFK�WKHUH�LV�WKH�YHU\�UHDO�
SURVSHFW�RI�D�1HZ�:RUOG�2UGHU�

&RQJUHVVLRQDO� 5HSUHVHQWDWLYH� DQG� VHFRQG� SUHVLGHQW� RI� WKH�
-RKQ�%LUFK�6RFLHW\��KROGV�D�YHU\�QHJDWLYH�YLHZ�RI�WKLV�WKHRU\�
VWDWLQJ�

7KH�GULYH�RI�WKH�5RFNHIHOOHUV�DQG�WKHLU�DOOLHV�LV�WR�FUHDWH�
D� RQH�ZRUOG� JRYHUQPHQW�� FRPELQLQJ� VXSHU�FDSLWDOLVP�
DQG�&RPPXQLVP�XQGHU�WKH�VDPH�WHQW��DOO�XQGHU�WKHLU�
FRQWURO���'R� ,�PHDQ� FRQVSLUDF\"�<HV�� ,� GR�� ,� DP�FRQ�
YLQFHG�WKHUH�LV�VXFK�D�SORW��LQWHUQDWLRQDO�LQ�VFRSH��JHQ�
HUDWLRQV�ROG�LQ�SODQQLQJ��DQG�LQFUHGLEO\�HYLO�LQ�LQWHQW�

$QRWKHU�YDOXDEOH�SHUVSHFWLYH�RI�WKH�1HZ�:RUOG�2UGHU�FDQ�EH�
JDLQHG� IURP�WKH�8�6��&HQWUDO� ,QWHOOLJHQFH�$JHQF\��&,$�� LQ�D�
)HEUXDU\������GRFXPHQW�IURP�WKH�&KDLUPDQ�RI�WKH�1DWLRQDO�
,QWHOOLJHQFH�&RXQFLO��-RKQ�&��*DQQRQ��FDOOHG�³7KH�&,$�LQ�WKH�
1HZ� :RUOG� 2UGHU�� ,QWHOOLJHQFH� &KDOOHQJHV� 7KURXJK� �����́ �
,Q�VXPPDUL]LQJ�WKH�QH[W�¿IWHHQ�\HDUV� LQ�WKLV�UHSRUW�*DQQRQ�
VWDWHV�

*OREDOL]DWLRQ� ZLOO� SURYLGH� PDQNLQG� ZLWK� WKH� XQSUHF�
HGHQWHG�RSSRUWXQLW\� WR� LPSURYH� WKH�TXDOLW\�RI�KXPDQ�
OLIH�DFURVV�WKH�SODQHW��EXW�SURJUHVV�ZLOO�EH�KDPSHUHG�E\�
HFRQRPLF�YRODWLOLW\��E\�WKH�SROLWLFDO�DQG�VHFXULW\�LPSOL�
FDWLRQV� RI� VKDUSHQLQJ� LQHTXDOLWLHV� LQ� LQFRPH�� DQG� E\�
WKH�JURZLQJ�WKUHDW�IURP�PXOWLSOH��UHODWLYHO\�VPDOO�VFDOH�
SURJUDPV�RI�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ�

,Q�ZKDW�WKH\�FDOO�³*OREDO�7UHQGV�����´�WKH�&,$�H[SODLQV�WKH�
¿UVW�GULYHU�RI�WKH�ZRUOG�HFRQRP\�LV�JOREDO�SRSXODWLRQ�WUHQGV��
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WKH�H[LVWLQJ�SRSXODWLRQ�WUHQG�LV�LQFUHDVLQJ�IURP�DSSUR[LPDWHO\�
��ELOOLRQ�WRGD\�WR�����ELOOLRQ�E\�������ZLWK����SHUFHQW�RI�WKLV�
JURZWK�WDNLQJ�SODFH�LQ�GHYHORSLQJ�FRXQWULHV��,W�DOVR�VWDWHV�WKDW�
JURZLQJ�SRSXODWLRQV�DQG�LQFUHDVHG�SHU�FDSLWD�LQFRPH�ZLOO�GULYH�
GHPDQG�IRU�RLO�XS�DV�PXFK�DV����SHUFHQW�RI�FXUUHQW�OHYHOV�E\�
�����DQG�WKDW�WKH\�H[SHFW�ZRUOG�SHU�FDSLWD�LQFRPH�WR�LQFUHDVH�
DW�DQ�DYHUDJH�DQQXDO�UDWH�RI�DW�OHDVW���SHUFHQW�EHWZHHQ�QRZ�
DQG�������7KH\�SURMHFW�WKDW�ZRUOG�IRRG�VWRFNV�ZLOO�EH�VXI¿FLHQW�
WR�PHHW�RYHUDOO�JOREDO�QHHGV�E\�������7KH�¿IWK�WUHQG�LQ�WKH�
UHSRUW�LV�HYHQ�PRUH�WHOOLQJ��DQG�VWDWHV�

7KH�UHODWLYH�SRZHU�DQG�LQÀXHQFH�RI�PDQ\�QDWLRQ�VWDWHV�
ZLOO�FRQWLQXH�WR�HURGH�RYHU�WKH�QH[W�¿IWHHQ�\HDUV��ZKLOH�
WUDQVQDWLRQDO� QHWZRUNV� RI� DOO� NLQGV� ZLOO� DOPRVW� FHU�
WDLQO\� JURZ� LQ� QXPEHU�� HFRQRPLF� SRZHU�� DQG� SROLWLFDO�
VLJQL¿FDQFH�

$FFRUGLQJ�WR�WKLV�&,$�UHSRUW�

*OREDOL]DWLRQ�DQG�WKH�SHUPHDELOLW\�RI�ERUGHUV�WR�WKH�ÀRZ�
RI�SHRSOH��JRRGV��DQG�LQIRUPDWLRQ�DUH�DOO�FRPELQLQJ�WR�
HURGH� VWDWH� VRYHUHLJQW\�� 7KH� VWDWH¶V� SRZHU� LV� VKLIWLQJ�
LQ�WKUHH�GLUHFWLRQV��RXWZDUG�WR�QRQVWDWH�DFWRUV��GRZQ�
ZDUG� WR� VXE� QDWLRQDO� DQG� ORFDO� OHYHOV� RI� JRYHUQPHQW��
DQG�XSZDUG��WR�D�FHUWDLQ�GHJUHH��WR�UHJLRQDO�DQG�LQWHU�
QDWLRQDO�LQVWLWXWLRQV�DQG�OHJDO�UHJLPHV�

:ULWLQJ�IRU�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�LQ�)RUHLJQ�$IIDLUV��
HFRQRPLVW�-DJGLVK�1��%KDJZDWL�VWDWHV�WKDW�WKH�IHDU�RI�JOREDOL�
]DWLRQ�EHJDQ�KLVWRULFDOO\� LQ� WKH�(DVW��QRW� WKH�:HVW��+H�FRQ�
FOXGHV�� LQ� D� -DQXDU\������RS�HG�DUWLFOH� WLWOHG� ³*OREDOL]DWLRQ�
0DUFKHV�2Q´�

%\� FRQWUDFW�� WKH� (DVW� JHQHUDOO\� HPEUDFHG� WKH� IHDUIXO�
YLHZ� WKDW�� DV� WKH� &KLOHDQ� VRFLRORJLVW� 2VZDOGR� 6XQNHO�
SXW�LW��LQWHJUDWLRQ�LQWR�WKH�LQWHUQDWLRQDO�HFRQRP\�ZRXOG�
OHDG� WR� GLVLQWHJUDWLRQ� RI� WKH� QDWLRQDO� HFRQRP\�� 0DQ\�
LQWHOOHFWXDOV�VKDUHG� WKLV�GDUN�DQWL�JOREDOL]DWLRQ�YLVLRQ��



90  |  MONEY & POWER

DQG� SROLF\PDNHUV� LQ� PXFK� RI� WKH� (DVW� ZHUH� QRW� IDU�
EHKLQG�

3UHVLGHQW� *HRUJH� +�:�� %XVK� VSRNH� DW� JUHDW� OHQJWKV� RQ� WKH�
1HZ�:RUOG�2UGHU�DQG�D�JOREDOL]HG�JRYHUQPHQW�

7KH�ZRUOG�FDQ�WKHUHIRUH�VHL]H�WKH�RSSRUWXQLW\�>3HUVLDQ�
*XOI� FULVLV@� WR� IXO¿OO� WKH� ORQJ�KHOG� SURPLVH� RI� D� 1HZ�
:RUOG�2UGHU�ZKHUH�GLYHUVH�QDWLRQV�DUH�GUDZQ�WRJHWKHU�
LQ�FRPPRQ�FDXVH�WR�DFKLHYH�WKH�XQLYHUVDO�DVSLUDWLRQV�
RI�PDQNLQG�

$V�ROG�WKUHDWV�UHFHGH�QHZ�WKUHDWV�HPHUJH��7KH�TXHVW�
IRU�WKH�1HZ�:RUOG�2UGHU�LV�LQ�SDUW�D�FKDOOHQJH�WR�NHHS�
WKH� GDQJHUV� RI� GLVRUGHU� DW� ED\�� :H� VKRXOG� EXLOG� RQ�
WKH�VXFFHVVHV�RI�'HVHUW�6WRUP�WR�JLYH�QHZ�VKDSH�DQG�
PRPHQWXP� WR� WKLV� 1HZ�:RUOG� 2UGHU�� 2QO\�ZKHQ� WKLV�
WUDQVIRUPDWLRQ�LV�FRPSOHWH�ZLOO�ZH�EH�DEOH�WR�WDNH�IXOO�
PHDVXUH�RI�WKH�RSSRUWXQLWLHV�SUHVHQWHG�E\�WKLV�QHZ�DQG�
HYROYLQJ�:RUOG�2UGHU�

7KH�1HZ�:RUOG�2UGHU�LV�UHDOO\�D�WRRO�IRU�DGGUHVVLQJ�WKH�
QHZ�ZRUOG�RI�SRVVLELOLWLHV��7KLV�2UGHU�JDLQV�LWV�PLVVLRQ�
DQG� VKDSH� QRW� MXVW� IURP� VKDUHG� LQWHUHVWV�� EXW� IURP�
VKDUHG�LGHDOV��

6WUREH�7DOERW�� 3UHVLGHQW�&OLQWRQ¶V�GHSXW\� VHFUHWDU\�RI� VWDWH��
ZDV�TXRWHG�LQ�7LPH�PDJD]LQH�-XO\������DV�VD\LQJ�

,Q�WKH�QH[W�FHQWXU\��QDWLRQV�DV�ZH�NQRZ�LW�ZLOO�EH�REVR�
OHWH��DOO�VWDWHV�ZLOO�UHFRJQL]H�D�VLQJOH��JOREDO�DXWKRULW\��
1DWLRQDO�VRYHUHLJQW\�ZDVQ¶W�VXFK�D�JUHDW�LGHD�DIWHU�DOO�

-DPHV� :DUEXUJ�� VSHDNLQJ� WR� WKH� 6HQDWH� )RUHLJQ� 5HODWLRQV�
&RPPLWWHH�LQ������

:H� VKDOO� KDYH�ZRUOG� JRYHUQPHQW�ZKHWKHU� RU� QRW� \RX�
OLNH�LW��E\�FRQTXHVW�RU�FRQVHQW�
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5LFKDUG�*DUGQHU��ZULWLQJ� IRU� WKH�$SULO� ����� LVVXH�RI�)RUHLJQ�
$IIDLUV�

7KH�1HZ�:RUOG�2UGHU�ZLOO�KDYH�WR�EH�EXLOW�IURP�WKH�ERW�
WRP�XS�UDWKHU�WKDQ�IURP�WKH�WRS�GRZQ���EXW�LQ�WKH�HQG�
UXQ� DURXQG� QDWLRQDO� VRYHUHLJQW\�� HURGLQJ� LW� SLHFH� E\�
SLHFH�ZLOO�DFFRPSOLVK�PXFK�PRUH�WKDQ�WKH�ROG�IDVKLRQHG�
IURQWDO�DVVDXOW�

+�*��:HOOV��LQ�KLV�ERRN�7KH�1HZ�:RUOG�2UGHU��������KH�VWDWHV�

³>:@KHQ� WKH� VWUXJJOH� VHHPV� WR� EH� GULIWLQJ� GH¿QLWHO\�
WRZDUGV�D�ZRUOG�VRFLDO�GHPRFUDF\��WKHUH�PD\�VWLOO�EH�YHU\�
JUHDW�GHOD\V�DQG�GLVDSSRLQWPHQWV�EHIRUH�LW�EHFRPHV�DQ�
HI¿FLHQW�DQG�EHQH¿FHQW�ZRUOG�V\VWHP��&RXQWOHVV�SHR�
SOH���ZLOO�KDWH�WKH�QHZ�ZRUOG�RUGHU���DQG�ZLOO�GLH�SURWHVW�
LQJ�DJDLQVW�LW��:KHQ�ZH�DWWHPSW�WR�HYDOXDWH�LWV��SURPLVH��
ZH�KDYH� WR�EHDU� LQ�PLQG� WKH�GLVWUHVV�RI�D�JHQHUDWLRQ�
RU�VR�RI�PDOFRQWHQWV��PDQ\�RI�WKHP�TXLWH�JDOODQW�DQG�
JUDFHIXO�ORRNLQJ�SHRSOH�

:KHQ� IRUPHU� GLUHFWRU� RI� WKH� &RXQFLO� RQ� )RUHLJQ� 5HODWLRQV�
DQG�VHFUHWDU\�RI�VWDWH�XQGHU�SUHVLGHQW�5LFKDUG�1L[RQ��+HQU\�
.LVVLQJHU�� DGGUHVVHG� WKH� *HQHUDO� $VVHPEO\� RI� WKH� 8QLWHG�
1DWLRQV�LQ�2FWREHU�RI�������KH�VWDWHG�

0\� FRXQWU\¶V� KLVWRU\�� 0U�� 3UHVLGHQW�� WHOOV� XV� WKDW� LW� LV�
SRVVLEOH� WR� IDVKLRQ� XQLW\� ZKLOH� FKHULVKLQJ� GLYHUVLW\��
WKDW� FRPPRQ�DFWLRQ� LV�SRVVLEOH�GHVSLWH� WKH�YDULHW\�RI�
UDFHV��LQWHUHVWV��DQG�EHOLHIV�ZH�VHH�KHUH�LQ�WKLV�FKDP�
EHU��3URJUHVV�DQG�SHDFH�DQG�MXVWLFH�DUH�DWWDLQDEOH��6R�
ZH�VD\�WR�DOO�SHRSOHV�DQG�JRYHUQPHQWV��/HW�XV�IDVKLRQ�
WRJHWKHU�D�QHZ�ZRUOG�RUGHU�

$W� WKH� %LOGHUEHUJ� &RQIHUHQFH� LQ� (YLDQV�� )UDQFH� LQ� �������
'U��+HQU\�.LVVLQJHU�DOVR�KDG�WKLV�WR�VD\�
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7RGD\�� $PHULFD� ZRXOG� EH� RXWUDJHG� LI� 8�1�� WURRSV�
HQWHUHG�/RV�$QJHOHV�WR�UHVWRUH�RUGHU�>UHIHUULQJ�WR�WKH�
�����/$�ULRW@��7RPRUURZ�WKH\�ZLOO�EH�JUDWHIXO��7KLV� LV�
HVSHFLDOO\�WUXH�LI�WKH\�ZHUH�WROG�WKDW�WKHUH�ZDV�DQ�RXW�
VLGH�WKUHDW�IURP�EH\RQG��ZKHWKHU�UHDO�RU�SURPXOJDWHG��
WKDW� WKUHDWHQHG�RXU�YHU\�H[LVWHQFH�� ,W� LV� WKHQ�WKDW�DOO�
SHRSOHV� RI� WKH� ZRUOG� ZLOO� SOHDG� WR� GHOLYHU� WKHP� IURP�
WKLV�HYLO��7HUURULVWV���7KH�RQH�WKLQJ�HYHU\�PDQ�IHDUV�LV�
WKH�XQNQRZQ��:KHQ�SUHVHQWHG�ZLWK�WKLV�VFHQDULR��LQGL�
YLGXDO�ULJKWV�ZLOO�EH�ZLOOLQJO\�UHOLQTXLVKHG�IRU�WKH�JXDU�
DQWHH�RI�WKHLU�ZHOO�EHLQJ�JUDQWHG�WR�WKHP�E\�WKH�:RUOG�
*RYHUQPHQW�

3UHVLGHQW�*HRUJH�%XVK��-DQXDU\�������

,I�ZH�GR�QRW�IROORZ�WKH�GLFWDWHV�RI�RXU�LQQHU�PRUDO�FRP�
SDVV�DQG�VWDQG�XS�IRU�KXPDQ�OLIH��WKHQ�KLV�ODZOHVVQHVV�
ZLOO� WKUHDWHQ�WKH�SHDFH�DQG�GHPRFUDF\�RI� WKH�HPHUJ�
LQJ�QHZ�ZRUOG�RUGHU�ZH�QRZ�VHH��WKLV�ORQJ�GUHDPHG�RI�
YLVLRQ�ZH¶YH�DOO�ZRUNHG�WRZDUG�IRU�VR�ORQJ�

1HOVRQ� 5RFNHIHOOHU�� YLFH� SUHVLGHQW� XQGHU� *HUDOG� )RUG�� FDUWHO�
OHDGHU�� DQG� JOREDOLVW� YLVLRQDU\�� VSHDNLQJ� DW� WKH� &RXQFLO� RQ�
)RUHLJQ�5HODWLRQV�

5HOLJLRXV�OHDGHU�3RSH�3DXO�9,��GHOHJDWHV�WR�LQWHUQDWLRQDO�
RUJDQL]DWLRQV��SXEOLF�RI¿FLDOV��JHQWOHPHQ�RI�WKH�SUHVV��
WHDFKHUV�DQG�HGXFDWRUV��$OO�RI�\RX�PXVW�UHDOL]H�WKDW�\RX�
KDYH�\RXU�RZQ�SDUW�WR�SOD\�LQ�WKH�FRQVWUXFWLRQ�RI�D�1HZ�
:RUOG�2UGHU�

$GROSK�+LWOHU��³1DWLRQDO�6RFLDOLVP�ZLOO�XVH�LWV�RZQ�UHYROXWLRQ�
IRU�WKH�HVWDEOLVKLQJ�RI�D�QHZ�ZRUOG�RUGHU�́

6R�ZH�FDQ�VHH�IURP�WKH�GLVFXVVLRQ�RI�WKH�1HZ�:RUOG�2UGHU�IURP�
WKH�SHUVSHFWLYH�RI�SROLWLFV�DQG�SRZHU�UDQJHV�IURP�FUHDWLQJ�D�
PRUH�HIIHFWLYH�JOREDO�LQIUDVWUXFWXUH�IRU�WKH�H[FKDQJH�RI�LGHDV��
SURGXFWV�� VHUYLFHV�� DQG� PRQH\�� WR� D� VLQJXODU� DXWKRULWDULDQ�
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JRYHUQPHQW� PDGH� RI� LQWHUQDWLRQDO� EDQNHUV� DQG� LQWHOOHFWXDO�
HOLWH�� 7KH� EHQH¿WV� RI� JOREDOL]DWLRQ� DUH�ZRUWK� H[SORULQJ�� EXW�
ZKHQHYHU� GHFLVLRQV� DUH� PDGH� EHKLQG� FORVHG� GRRUV� ZLWKRXW�
LQIRUPLQJ�WKH�SXEOLF��LW�LV�UDUHO\�LQ�WKH�LQWHUHVWV�RI�WKH�SXEOLF��
(YHU\� FLWL]HQ� VKRXOG� NQRZ�ZKDW� WKH� UXOLQJ� FODVV� WKLQNV� DQG�
KRZ�WKH\�SODQ�WR�JRYHUQ�XV�LI�ZH�DUH�WR�NHHS�RXU�GHPRFUDF\�
VWURQJ�
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7KH�&HQWUDO�,QWHOOLJHQFH�$JHQF\��&,$��LV�D�FLYLOLDQ�LQWHOOLJHQFH�
DJHQF\�RI�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�WKDW�UHSRUWV�WR�WKH�
GLUHFWRU�RI�QDWLRQDO� LQWHOOLJHQFH�� LW� LV� UHVSRQVLEOH� IRU�SURYLG�
LQJ�QDWLRQDO�VHFXULW\�LQWHOOLJHQFH�WR�VHQLRU�SROLF\�PDNHUV�DQG�
HQJDJHV�LQ�FRYHUW�DFWLYLWLHV�DW�WKH�UHTXHVW�RI�WKH�SUHVLGHQW�RI�
WKH�8QLWHG�6WDWHV��7KH�&,$�HPSOR\V�DQ�HVWLPDWHG��������SHR�
SOH��PRVW�RI�ZKLFK�JDWKHU�DQG�DQDO\]H�SROLWLFDO�DQG�HFRQRPLF�
GDWD� IURP� DURXQG� WKH� ZRUOG�� 5HODWLYHO\� IHZ� &,$� HPSOR\HHV�
ZRUN�LQ�FRYHUW�RSHUDWLRQV�RU�VS\LQJ�

7KH� &,$� ZDV� FUHDWHG� E\� &RQJUHVV� ZLWK� WKH� SDVVDJH� RI� WKH�
1DWLRQDO�6HFXULW\�$FW�RI������DQG�VLJQHG�LQWR�ODZ�E\�3UHVLGHQW�
+DUU\� 7UXPDQ�� ,W� UHSODFHG� WKH� 2I¿FH� RI� 6WUDWHJLF� 6HUYLFHV�
�266��XVHG�IRU�LQWHOOLJHQFH�JDWKHULQJ�LQ�:RUOG�:DU�,,��)RXQGLQJ�
PHPEHUV�RI�WKH�&,$�LQFOXGH�$OOHQ�'XOOHV�DQG�KLV�EURWKHU�-RKQ�
)RVWHU� 'XOOHV�� 3UHVFRWW� %XVK� �IDWKHU� RI� 3UHVLGHQW� *HRUJH�
%XVK��6U����DQG�5HDU�$GPLUDO�5RVFRH�+��+LOOHQNRHWWHU�ZKR�ZDV�
DSSRLQWHG�LWV�¿UVW�GLUHFWRU��+LOOHQNRHWWHU�ZRUNHG�LQ�LQWHOOLJHQFH�
ZLWK�5RFNHIHOOHU�LQ�3DULV�GXULQJ�:RUOG�:DU�,,��%RWK�$OOHQ�'XOOHV�
DQG�-RKQ�)RVWHU�'XOOHV�ZHUH�FORVH�IULHQGV�ZLWK�WKH�5RFNHIHOOHU�
IDPLO\��7KH�%XVK�IDPLO\�KDV�EHHQ�IULHQGV�DQG�EXVLQHVV�SDUW�
QHUV� ZLWK� WKH� 5RFNHIHOOHUV� IRU� IRXU� JHQHUDWLRQV�� PRUHRYHU��
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WKH�RULJLQDO�RI¿FHV�RI�WKH�WKLV�LQWHOOLJHQFH�RUJDQL]DWLRQ�GXULQJ�
:RUOG�:DU� ,,�ZHUH� LQ� URRP������ LQ�5RFNHIHOOHU�&HQWHU�� MXVW�
GRZQ�IURP�WKH�5RFNHIHOOHU¶V�RZQ�RI¿FHV��WKH�5RFNHIHOOHUV�DOVR�
KRVWHG�WKH�&,$�RI¿FH�DW�WKH�:RUOG�7UDGH�&HQWHU�EXLOGLQJ�VHYHQ�
EHIRUH�LW�ZDV�GHPROLVKHG�RQ������

'XULQJ�:RUOG�:DU�,,��'DYLG�5RFNHIHOOHU�VHUYHG�LQ�1RUWK�$IULFD�
DQG� )UDQFH� IRU�PLOLWDU\� LQWHOOLJHQFH� DQG� VHW� XS� SROLWLFDO� DQG�
HFRQRPLF�LQWHOOLJHQFH�XQLWV��DQG�ODWHU�VHUYHG�DV�DQ�DVVLVWDQW�
PLOLWDU\�DWWDFKp�DW�WKH�$PHULFDQ�(PEDVV\�LQ�3DULV��$OWKRXJK�
WKH� 5RFNHIHOOHUV� DUH� QRW� RI¿FLDOO\�PHQWLRQHG� DV�ZRUNLQJ� IRU�
WKH�&,$��WKH\�GRQ¶W�WHQG�WR�UHOHDVH�VXFK�LQIRUPDWLRQ���VHYHUDO�
SHRSOH�ZKR� KDYH�ZRUNHG� IRU� WKH� 5RFNHIHOOHUV� KDYH� EHFRPH�
WKH� &,$¶V� GLUHFWRU�� $OOHQ� 'XOOHV� ZDV� D� FORVH� SHUVRQDO� IULHQG�
RI�WKH�5RFNHIHOOHU�IDPLO\�DQG�IRUPHU�GLUHFWRU�RI�WKH�-��+HQU\�
6FKURGHU�EDQN��RQH�RI�WKH�ODUJHVW�DVVHW�PDQDJHUV�LQ�WKH�8QLWHG�
.LQJGRP�DQG�DVVRFLDWHG�ZLWK�WKH�UR\DO�IDPLO\¶V�¿QDQFHV��ZKLFK�
$YHU\�5RFNHIHOOHU�ZDV�D�SDUWQHU�RI�DQG�ZKLFK�ZDV�ODWHU�VROG�WR�
5RFNHIHOOHU¶V�&LWLJURXS��%URWKHU�-RKQ�)RVWHU�'XOOHV�LV�DQ�LQ�ODZ�
RI�WKH�5RFNHIHOOHUV�DQG�WKHLU�IDPLOLHV�VKDUH�FRPPRQ�LQWHUHVWV�
LQ�EDQNLQJ�DQG�RWKHU�LQGXVWULHV�

,Q�&DU\�5HLFK¶V�ELRJUDSK\�RI�'DYLG¶V�EURWKHU�1HOVRQ��VKH�FODLPV�
WKDW�'DYLG�ZDV�UHJXODUO\�EULHIHG�RQ�FRYHUW�LQWHOOLJHQFH�RSHUD�
WLRQV�DW�WKH�GLUHFWLRQ�RI�$OOHQ�'XOOHV��7KH�SHRSOH�DW�WKH�WRS�RI�
$PHULFD¶V�LQWHOOLJHQFH�DUH�IDPLOLHV�WKDW�KDYH�NQRZQ�HDFK�RWKHU�
IRU�PDQ\�\HDUV�DQG�WKHVH�IDPLOLHV�KDYH�LQWHUPDUULHG�DQG�KDYH�
VKDUH� FRPPRQ� EXVLQHVV� LQWHUHVWV� DQG� JOREDOLVW� ZRUOGYLHZV��
7KLV�NQRZOHGJH�ZLOO�H[SODLQ�PDQ\�RI�WKH�&,$¶V�PRUH�FRQWURYHU�
VLDO� LQFLGHQWV��DQG�WKH�XQGHUO\LQJ�UHDVRQ�IRU�VR�PDQ\�RI�RXU�
ZDUV�

:KHUHDV� WKH� &,$� SOD\V� DQ� LPSRUWDQW� UROH� LQ� PDLQWDLQLQJ�
WKH�SHDFH��DQG�PRVW�RI�WKRVH�ZKR�ZRUN�IRU�WKH�DJHQF\��WKH�
&RPSDQ\��GHVHUYH�RXU�UHVSHFW�DQG�DSSUHFLDWLRQ��WKRVH�DW�WKH�
WRS�KDYH�UHSHDWHGO\�XVHG�WKH�&,$�WR�VHUYH�FRUSRUDWH�LQWHUHVWV�
DQG�SHUVRQDO�SROLWLFDO�DGYDQWDJH��DQG�LQ�VR�GRLQJ�FRPPLWWHG�
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DFWV�WKDW�DUH�ERWK�DJDLQVW�RXU�RZQ�ODZV�DQG�WKH�ZLOO�RI�WKH�SHR�
SOH��,Q�RUGHU�WR�LPSURYH�RXU�JRYHUQPHQW��RXU�LQWHOOLJHQFH�QHW�
ZRUN��DQG�UHHVWDEOLVK�FUHGLELOLW\�DURXQG�WKH�ZRUOG�DOO��FLWL]HQV��
SDUWLFXODUO\�$PHULFDQV��VKRXOG�NQRZ�KRZ�WKH�8QLWHG�6WDWHV�KDV�
EHHQ� LQYROYHG� LQ� LPPRUDO�DQG�XQHWKLFDO�DFWV��PRVW�RI�ZKLFK�
DUH�NHSW� IURP�WKH�$PHULFDQ�SHRSOH��7KH� IROORZLQJ�H[DPSOHV�
DUH�RQO\�WKH�WLS�RI�WKH�LFHEHUJ��DQG�WKH�RQO\�RQHV�DSSURSULDWH�
WR�ZULWH� DERXW� SXEOLFDOO\� VLQFH� WKHVH� LQFLGHQWV� KDYH� DOUHDG\�
EHHQ�FRYHUHG�LQ�WKH�SUHVV�DQG�RXU�GLVFXVVLQJ�WKHP�SXEOLFDOO\�
LV�QR� ORQJHU�D� WKUHDW� WR�RXU�QDWLRQDO�VHFXULW\��0RUHRYHU�� WKH�
IROORZLQJ�H[DPSOHV�KDYH�EHHQ�FRQ¿UPHG�E\�'LUHFWRUV�RI�WKH�
&,$�RU�GLVFORVHG�LQ�SXEOLF�WHVWLPRQ\�EHIRUH�&RQJUHVV��DOWKRXJK�
PDQ\�RI�WKH�GHWDLOV�DUH�VWLOO�LQ�GLVSXWH�

,Q� ����� WKH� &,$� FUHDWHG� LWV� FRYHUW� DFWLRQ� ZLQJ� FDOOHG� WKH�
2I¿FH� RI� 3ROLF\� &RRUGLQDWLRQ� �23&��� OHG� E\� OHDGLQJ�:DOO�
6WUHHW� ODZ\HU�)UDQN�:LVQHU��DQG�*HRUJH�.HQQDQ��IRU�³FRYHUW�
SV\FKRORJLFDO�RSHUDWLRQV��SURSDJDQGD�DQG�SDUDPLOLWDU\�WUDLQ�
LQJ´� �16&� ������� ,W¶V� UHSRUWHG� �EXW� QRW� YHUL¿HG�� UHVSRQVL�
ELOLWLHV� LQFOXGHG� ³SURSDJDQGD�� HFRQRPLF�ZDUIDUH�� SUHYHQWLYH�
GLUHFW� DFWLRQ�� LQFOXGLQJ� VDERWDJH�� DQWLVDERWDJH�� GHPROLWLRQ�
DQG�HYDFXDWLRQ�SURFHGXUHV��VXEYHUVLRQ�DJDLQVW�KRVWLOH�VWDWHV��
LQFOXGLQJ� DVVLVWDQFH� WR� XQGHUJURXQG� UHVLVWDQFH� JURXSV�� DQG�
VXSSRUW�RI�LQGLJHQRXV�DQWLFRPPXQLVW�HOHPHQWV�LQ�WKUHDWHQHG�
FRXQWULHV�RI�WKH�IUHH�ZRUOG�́ �,Q������WKH�&,$�FUHDWHV�LWV�¿UVW�
RI�PDQ\�SURSDJDQGD�RXWOHWV��5DGLR�)UHH�(XURSH��ZKLFK�ERWK�
KHOSHG� 6RYLHW�EORF� QDWLRQV� JDLQ� WKH�:HVWHUQ� SHUVSHFWLYH� RI�
ZRUOG� HYHQWV� DQG� HQFRXUDJHG� GHPRFUDWLF� PRYHPHQWV�� EXW�
LW�DOVR�KDG�TXLWH�D�UHSXWDWLRQ�IRU�EURDGFDVWLQJ�RXWULJKW�IDOVH�
LQIRUPDWLRQ�WRR��$W�RQH�WLPH� LW�ZDV�DFWXDOO\�DJDLQVW� WKH� ODZ�
WR�SXEOLVK�LQ�WKH�$PHULFDQ�PHGLD�ZKDW�ZDV�EHLQJ�WUDQVPLWWHG�
DEURDG��5DGLR�)UHH�(XURSH�ZDV�VXSSRUWHG�E\�DQ�RUJDQL]DWLRQ�
FDOOHG�WKH�&UXVDGH�IRU�)UHHGRP��DQG�IXWXUH�SUHVLGHQW�5RQDOG�
5HDJDQ�VHUYHG�DV�WKHLU�VSRNHVPDQ�RQ�WHOHYLVLRQ�

/DWHU�LQ�WKH�����V�WKH�&,$�EHJDQ�2SHUDWLRQ�0RFNLQJELUG��
UHFUXLWLQJ�WKH�DVVLVWDQFH�RI�$PHULFDQ�DQG�RWKHU�QHZV�DJHQFLHV�
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WR� VS\� DQG� GLVVHPLQDWH� SURSDJDQGD� RQ� EHKDOI� RI� WKH� &,$��
)UDQN�:LVQHU��$OODQ�'XOOHV��5LFKDUG�+HOPV��DQG�3KLOLS�*UDKDP�
�ZKR�ZDV�DOVR�WKH�SXEOLVKHU�RI�WKH�:DVKLQJWRQ�3RVW��OHG�WKLV�
SURJUDP��ZKLFK� LQFOXGHG�$%&��1%&��&%6��7LPH��1HZVZHHN��
$VVRFLDWHG�3UHVV��8QLWHG�3UHVV�,QWHUQDWLRQDO��5HXWHUV��+HDUVW�
1HZVSDSHUV��6FULSSV�+RZDUG��&RSOH\�1HZV�6HUYLFH��DQG�RWK�
HUV��%\�WKH�&,$¶V�RZQ�DGPLVVLRQ��DW�OHDVW�WZHQW\�¿YH�RUJDQL�
]DWLRQV�DQG�����MRXUQDOLVWV�EHFDPH�&,$�DVVHWV��)RU�LQVWDQFH��
3UHVFRWW� %XVK� VHUYHG� RQ� WKH� %RDUG� RI� &%6� 1HZV� IRU�PDQ\�
\HDUV�� DQG� PRVW� PDMRU� QHZV� DJHQFLHV� KDYH� UHSUHVHQWDWLRQ�
IURP�WKH�LQWHOOLJHQFH�FRPPXQLW\�RQ�WKHLU�ERDUGV�RU�LQ�H[HFX�
WLYH�SRVLWLRQV��0RVW�RI�RXU�OHDGLQJ�SXEOLVKHUV�RI�QHZV�DUH�DOVR�
PHPEHUV�RI�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV�

$OO�QHZV�FRPLQJ�WR�WKH�QHWZRUNV�LV�VFUXEEHG�EHIRUH�EHLQJ�SUH�
VHQWHG�WR�EURDGFDVWHUV��7KH\�GHFLGH�ZKR�LV�D�IUHHGRP�¿JKWHU�
RU�D� WHUURULVW��ZKR� LV�D� IULHQG�RI� WKH�8QLWHG�6WDWHV�DQG�ZKR�
LV�QRW��ZKDW�$PHULFDV�LQWHUHVWV�DUH��DQG�ZKDW�\RX�ZLOO�WKLQN��
ZKDW�RSLQLRQV�\RX� IRUP��DQG�ZKDW�SHUFHSWLRQV�RI� WKH�ZRUOG�
\RX�KROG��7\SLFDOO\��DJHQFLHV�WKDW�FROOHFW�QHZV�DW�WKH�ZKROHVDOH�
OHYHO��RUJDQL]DWLRQV�OLNH�8QLWHG�3UHVV�,QWHUQDWLRQDO��$VVRFLDWHG�
3UHVV�DQG�5HXWHUV��SURYLGH� ORFDO�EURDGFDVWHUV� WKH�QHZV�DQG�
WKH� ORFDO� VWDWLRQV�SDFNDJH� LW� LQ�D� IRUP�WKDW�DSSHDOV� WR� WKHLU�
OLVWHQHUV�UHJLRQDOO\��0RVW�RI�WKH�FULWLFDO�LQIRUPDWLRQ�DQG�IDFWV�
WKDW�ZRXOG�DGYLVH�D�FLWL]HQ�RI�ZKDW�LV�UHDOO\�JRLQJ�RQ�LV�QHYHU�
�UDUHO\�� UHOD\HG�WR� WKH�SXEOLF��DQG�RQ�RFFDVLRQV�ZKHQ� LQIRU�
PDWLRQ�GRHV�JHW�OHDNHG�LW�LV�W\SLFDOO\�FRYHUHG�XS��RU�WKH�&,$�
FUHDWHV� D� FRQVSLUDF\� WKHRU\� VR� FUD]\� DQG� DEVXUG� WKDW� DQ\�
OHJLWLPDWH�LQIRUPDWLRQ�JHWV�FOXPSHG�LQ�WKH�³FUD]\�¿OH´�RI�WKH�
SXEOLF¶V�PLQG��,I� LQIRUPDWLRQ�JHWV�ODEHOHG�FRQVSLUDF\��ZH�DUH�
FRQGLWLRQHG�WR�UHMHFW� LW�DV� ORQJ�DV�WKH�VRXUFH�DSSHDUV�WR�EH�
FUHGLEOH�� OLNH� WKH�QHZV��$V�D�UHVXOW��$PHULFDQV�DUH�DPRQJVW�
WKH� OHDVW� LQIRUPHG�RQ�JOREDO� HYHQWV� RI� DOO� WKH� LQGXVWULDOL]HG�
QDWLRQV��LQFOXGLQJ�WKH�DFWLRQV�RI�LWV�RZQ�JRYHUQPHQW�RU�LQWHO�
OLJHQFH�DJHQFLHV�
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0RUHRYHU��DOPRVW�DOO�UDGLR�LQ�$PHULFD�LV�QRZ�FRQWUROOHG�E\�RQH�
FRQJORPHUDWH�FDOOHG�&OHDU�&KDQQHO��ZKLFK�SDFNDJHV�WKH�QHZV��
,W�ZDV� VKRUWO\� DIWHU� WKLV�PRQRSRO\�ZDV� IRUPHG� WKDW� GR]HQV�
RI� SROLWLFDOO\� RULHQWHG� UDGLR� VKRZV� VWDUWHG� HQWHULQJ� WKH� DLU�
ZDYHV� DQG� SURPRWLQJ� SDUWLFXODU� SROLWLFDO� DJHQGDV� WKDW� MXVW�
KDSSHQ�WR�EH�WKH�VDPH�DV�WKH�FDUWHO�DQG�WKH\�KDYH�FUHDWHG�
WKH�DSSHDUDQFH�RI�WKH�OHIW�DQG�ULJKW�LQ�D�EDWWOH�WKDW�JULSV�WKH�
QDWLRQ��2ULJLQDOO\�EURDGFDVWHUV�UHFHLYHG�WKHLU�OLFHQVHV�RQ�WKH�
FRQGLWLRQ�RI�SURYLGLQJ�QHZV�DV�D�VHUYLFH�WR�WKH�SXEOLF��<HDUV�
RI� OREE\LQJ�KDYH� ORRVHQHG�WKRVH�UHVWULFWLRQV�DQG�PRVW�QHZV�
EURDGFDVWV�DUH�PRUH�D�IRUP�RI�LQIRWDLQPHQW��SUHVHQWLQJ�PRUH�
RSLQLRQV� DQG� HGLWRULDO� UKHWRULF� WKDQ� REMHFWLYH� QHZV� RU� HYHQ�
WKRURXJK�FRYHUDJH�RI�ZRUOG�DIIDLUV��1RZ�WKH�QHZV� LV�PRVWO\�
VSLQ�RU�SURSDJDQGD��DQG�PRVW�SHRSOH�DUH�HLWKHU�RQ�RQH�VLGH�
RU�WKH�RWKHU��7KDW¶V�D�GHYLFH�XVHG�E\�SURSDJDQGLVWV�WR�FRQWURO�
SHRSOH�

7KH�$PHULFDQ�SXEOLF� LV� UDUHO\� LQIRUPHG�DERXW�ZKDW� LV� UHDOO\�
JRLQJ�RQ��RXU�EURDGFDVWLQJ�LV�VSXQ�WR�HQWHUWDLQ�DQG�GLUHFW�\RX�
WR� WKLQN� LQ� D�ZD\� WKDW� VHUYHV� $PHULFDQV¶� LQWHUHVWV� EHVW�� 7R�
GR�WKLV�WKH�LQIRUPDWLRQ�LV�PDGH�WR�EULQJ�XS�VWURQJ�HPRWLRQV�
UDWKHU�WKDQ�UDWLRQDO�GHEDWH��2QFH�\RX�JHW�DJLWDWHG�DQG�DQJU\��
\RX�EHFRPH�YXOQHUDEOH�DQG�VXJJHVWLEOH��LW¶V�OLWHUDOO\�D�VKLIW�LQ�
FRQVFLRXVQHVV��DV�LI�\RX¶YH�EHHQ�K\SQRWL]HG��2QFH�\RXU�EUDLQ�
LV�ZLUHG�LQ��\RX�EHFRPH�HDV\�WR�PDQLSXODWH��3XEOLF�5HODWLRQV��
LV�D�PXOWLELOOLRQ�GROODU�LQGXVWU\��7KH�SURJUDPPLQJ�LV�GHVLJQHG�
WR�FUHDWH�D�³PDQXIDFWXUHG�FRQVHQW´�WKDW�ZH�DUH�WUDLQHG�WR�JR�
DORQJ�ZLWK��:KDW�\RX�ZDQW�WR�EX\��ZKHUH�\RX�ZDQW�WR�JR��ZKDW�
\RX�WKLQN��DQG�\RXU�YHU\�SHUFHSWLRQV�DUH�PROGHG�E\�D�V\VWHP�
WKDW�LV�XSGDWHG�DQG�PRGL¿HG�FRQWLQXRXVO\��:H�WKLQN�ZKDW�ZH�
DUH�GLUHFWHG�WR�WKLQN��E\�GHVLJQ��:H�OLYH�LQ�D�ZRUOG�RI�PDQX�
IDFWXUHG�FRQVHQW�

,Q� ����� WKH� &,$� VSRQVRUHG� RSHUDWLRQ� 0.�8/75$�� IXQGHG�
LQ�SDUW�E\�WKH�5RFNHIHOOHU�DQG�)RUG�)RXQGDWLRQV��WR�UHVHDUFK�
SURSDJDQGD��EUDLQZDVKLQJ��SXEOLF�UHODWLRQV��DGYHUWLVLQJ��K\S�
QRVLV��DQG�RWKHU� IRUPV�RI�PLQG�FRQWURO�� ,Q� WKH�PHGLD�HYHU\�
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FRORU��LPDJH��VRXQG��FKRLFH�RI�ZRUGV��DQG�LQÀHFWLRQV�\RX�VHH��
KHDU��RU�IHHO��DUH�GHVLJQHG�IRU�\RX�WR�WKLQN�DQG�HPRWH�ZLWKRXW�
FRQVFLRXVO\�NQRZLQJ�ZKDW�LGHDV�DQG�IHHOLQJV�\RX�DUH�SURFHVV�
LQJ��,W¶V�QRW�D�FRQVSLUDF\��LW¶V�VLPSO\�KRZ�WKH\�JHW�\RX�WR�ZDWFK�
DQG�VSHQG�PRQH\�RU�GR�ZKDWHYHU�WKH\�ZDQW�DQRWKHU�RU�VRFLHW\�
WR�WKLQN��RU�GR��$FFRUGLQJ�WR�VWXGLHV��ZH�EHOLHYH�ZKDWHYHU�ZH�
KHDU�PRVW�RIWHQ��%HIRUH�\RX�EX\�DOPRVW�DQ\WKLQJ�� WKH� VXJ�
JHVWLRQ� WR�EX\� LW�ZDV�DOUHDG\� LQ�\RXU�KHDG��DQG�\RXU�HYHU\�
WKRXJKW�ZDV� LQWURGXFHG� WR�\RX�E\�DQRWKHU��0RVW�SHRSOH�DUH�
QRW�FRQVFLRXV�RI�ZKDW� WKH\�DUH� WKLQNLQJ�� WKH\�DUH� UHODWLYHO\�
XQFRQVFLRXV�

:LWKLQ�WKH�8QLWHG�6WDWHV�+RPHODQG�6HFXULW\�LQIUDVWUXFWXUH�OLHV�
DQ�RUJDQL]DWLRQ�FDOOHG�WKH�1DWLRQDO�6HFXULW\�$JHQF\��16$���
DV� LW� LV� D� VHFUHW� RUJDQL]DWLRQ� OLWWOH� LQIRUPDWLRQ� LV� DYDLODEOH��
EXW�WKHLU�PDLQ�IDFLOLW\�KDV�RYHU��������SDUNLQJ�VSDFHV��ZKLFK�
JLYHV�\RX�DQ�LGHD�RI�KRZ�PDQ\�SHRSOH�ZRUN�WKHUH��7KH\�XVH�
WKH�1DUXV�,QVLJKW�6\VWHP��67$��������DQ�DGYDQFHG�VRIWZDUH��
DV�ZHOO�DV�RWKHU�W\SHV��WR�PRQLWRU�ELOOLRQV�RI�SLHFHV�RI�GLJLWDO�
GDWD�SHU�VHFRQG��DOO�VDWHOOLWH��FHOO��DQG�,QWHUQHW�WUDI¿F�DURXQG�
WKH�ZRUOG� LV�PRQLWRUHG�E\� WKH�8QLWHG�6WDWHV�JRYHUQPHQW� LQ�
WKH�QDPH�RI�VWRSSLQJ�WHUURULVP��$OO�FDOOV��DOO�:HE�VLWH�YLVLWV��
LQVWDQW�PHVVDJLQJ��EDQNLQJ��DQG�FUHGLW�FDUG�WUDQVDFWLRQV�DUH�
QRZ�PRQLWRUHG�E\�WKH�JRYHUQPHQW��,Q�D�UHFHQW�FRXUW�KHDULQJ�
WKDW�ZHQW�RYHU�WKLV�QHZ�WHFKQRORJ\�LW�ZDV�VWDWHG�³,W�FRXOG�JR�
WKURXJK�DOO�WKH�LQIRUPDWLRQ�LQ�DOO�WKH�ERRNV�LQ�WKH�/LEUDU\�RI�
&RQJUHVV� LQ� D� OLWWOH� RYHU� ¿IWHHQ�PLQXWHV�́ � $WWRUQH\� *HQHUDO�
$OEHUWR� *RQ]DOHV� FRQ¿UPHG� WKH� H[LVWHQFH� RI� WKH� SURJUDP�
WKDW�ZDV� ¿UVW� UHSRUWHG� E\� WKH�1HZ� <RUN� 7LPHV� LQ� ������ ,Q�
�����WKH�QDWLRQ¶V�WHOHFRPPXQLFDWLRQV�FRPSDQLHV�ZHUH�JLYHQ�
OHJDO�LPPXQLW\�IRU�HDYHVGURSSLQJ��DFFRUGLQJ�WR�WHVWLPRQ\�E\�
$WWRUQH\�*HQHUDO�(ULF�+ROGHU��0RUHRYHU��XQGHU� WKH�QHZ�86$�
3DWULRW�$FW��FRQWLQXHG�E\�3UHVLGHQW�%DUDN�2EDPD��WKH�VHFWLRQ�
HQWLWOHG�(QKDQFHG�6XUYHLOODQFH�3URFHGXUHV�VWDWHV�

1RWZLWKVWDQGLQJ�DQ\�RWKHU�ODZ��WKH�3UHVLGHQW��WKURXJK�
WKH� $WWRUQH\� *HQHUDO�� PD\� DXWKRUL]H� HOHFWURQLF�
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VXUYHLOODQFH�ZLWKRXW�D�FRXUW�RUGHU�XQGHU�WKLV�VXEFKDSWHU�
WR�DFTXLUH�IRUHLJQ�LQWHOOLJHQFH�LQIRUPDWLRQ�IRU�D�SHULRG�
QRW�WR�H[FHHG�¿IWHHQ�FDOHQGDU�GD\V�IROORZLQJ�D�GHFODUD�
WLRQ�RI�ZDU�E\�WKH�&RQJUHVV�

7KH�&,$�KDV�DOVR�EHHQ�LQYROYHG�LQ�WKH�RYHUWKURZ�RI�PDQ\�GHPR�
FUDWLFDOO\�HOHFWHG�QDWLRQDO�OHDGHUV��E\�WKH�&,$¶V�RZQ�DGPLVVLRQ���
EXW�PRVW�RI� WKHVH�RYHUWKURZV�ZHUH� IRU�HFRQRPLF�DGYDQWDJH��
RI�FRUSRUDWH�VSHFLDO�LQWHUHVWV�DQG�QRW�IRU�WKH�QDWLRQDO�VHFXULW\�
RI�WKH�8QLWHG�6WDWHV��2QH�RI�WKH�EHVW�H[DPSOHV�LV�*XDWHPDOD�
LQ�������:KHQ�WKH�GHPRFUDWLFDOO\�HOHFWHG�-DFRE�$UEHQ]�SUR�
SRVHG� WR� QDWLRQDOL]H� WKH� 5RFNHIHOOHU� RZQHG� 8QLWHG� )UXLW�
&RPSDQ\��&,$�'LUHFWRU�$OOHQ�'XOOHV�DOVR�RZQHG�VWRFN���$UEHQ]�
ZDV�UHSODFHG�ZLWK�D�ULJKW�ZLQJ�GLFWDWRU�ZKR�UXWKOHVVO\�UXOHG�
IRU�WKH�QH[W� IRUW\�\HDUV��2YHU���������*XDWHPDODQV�GLHG� LQ�
WKLV�&,$�EDFNHG�PLOLWDU\�FRXS��7KLV�LV�QR�VHFUHW�LQ�*XDWHPDOD��
EXW�YHU\�IHZ�$PHULFDQV�HYHU�NQHZ��7KH�QHZV�GLGQ¶W�FRYHU�LW��
,W�ZDV�DOO�RYHU�/DWLQ�$PHULFD��EXW�$PHULFDQV�ZHUH�LJQRUDQW�RI�
LW�DQG�PRVW�VWLOO�DUH�

$IWHU�VHYHUDO�&,$�DWWHPSWV�WR�DVVDVVLQDWH�)LGHO�&DVWUR�IDLOHG��
DQG� OHDUQLQJ� WKDW� &XED� KDG� 6RYLHW� PHGLXP� UDQJH� QXFOHDU�
PLVVLOHV�� WKH�&,$�¿UVW� WUDLQV�&XEDQ�H[LOHV� WR� ¿JKW� DQG� WKHQ�
OHDGV�DQ�LQYDVLRQ�IRUFH�ZLWKRXW�3UHVLGHQW�.HQQHG\¶V�DSSURYDO��
0DQ\�OHDGHUV�LQ�WKH�PLOLWDU\��DQG�WKH�FDUWHO��IHOW�DQ�LQYDVLRQ�
ZDV�QHHGHG� WR�VWRS�&DVWUR�EHIRUH�KH�FRXOG�DUP�DQG� ODXQFK�
KLV�PLVVLOHV��RU�WKUHDWHQ�WR�GR�VR��3UHVLGHQW�.HQQHG\�ZDV�WU\�
LQJ� WR� QHJRWLDWH� ZLWK� &DVWUR� DQG� WKH� 6RYLHW� 8QLRQ¶V� OHDGHU�
.KUXVKFKHY��7KH�&,$��&)5�� DQG� WKH� FDUWHO� WKRXJKW�.HQQHG\�
ZDV� EHLQJ� ZHDN� RQ� FRPPXQLVP�� :KHQ� .HQQHG\� ZRNH� XS�
DQG�OHDUQHG�WKDW�2SHUDWLRQ�0RQJRRVH��WKH�LQYDVLRQ�RI�������
WURRSV��KDG�DOUHDG\�EHJXQ��KH�FDOOHG�WKH�$LU�)RUFH�DQG�UHFDOOHG�
WKH�$PHULFDQ�SODQHV�WKDW�ZHUH�WR�SURYLGH�DLU�VXSSRUW��DQG��DV�
D�UHVXOW��WKRVH�&XEDQ�VROGHUV�ODQGLQJ�RQ�WKH�EHDFK�RI�WKH�%D\�
RI�3LJV�ZHUH�GHFLPDWHG��.HQQHG\�KDG�HJJ�RQ�KLV�IDFH��DQG�D�
ORW�RI�OHDGHUV�ZLWKLQ�JRYHUQPHQW�ZHUH�DQJU\�ZLWK�KLP��DV�KH�
ZDV�ZLWK�WKHP�
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$V� D� FRQVHTXHQFH�� .HQQHG\� ¿UHG� &,$� GLUHFWRU� $OOHQ� 'XOOHV�
�ZKR�� LURQLFDOO\�� ODWHU� OHG� WKH�:DUUHQ� LQYHVWLJDWLRQ� LQWR� WKH�
DVVDVVLQDWLRQ�RI�-RKQ�)��.HQQHG\���.HQQHG\�ZDV�DEOH�WR�DVVXUH�
WKH�6RYLHW�8QLRQ�DQG�&DVWUR�WKDW�WKH�8QLWHG�6WDWHV�ZRXOG�QRW�
LQYDGH�&XED�DQG�ZRXOG�UHPRYH�WKH�QXFOHDU�PLVVLOHV�LW�SODFHG�
LQ�7XUNH\��ZKLFK�ZHUH�SRLQWHG�DW�0RVFRZ��LI�WKH�6RYLHW�8QLRQ�
ZRXOG�ZLWKGUDZ�WKHLU�PLVVLOHV��ZKLFK� WKH\�GLG��DQG�ZDU�ZDV�
DYRLGHG�

,Q�ODWHU�LQWHUYLHZV��OHDGLQJ�6RYLHW�JHQHUDOV�ZKR�ZHUH�LQ�&XED�
DW�WKH�WLPH��FRQ¿UPHG�WKDW�WKRVH�QXFOHDU�PLVVLOHV�ZHUH�DUPHG�
DQG�DOUHDG\�WDUJHWHG�IRU�:DVKLQJWRQ��1HZ�<RUN��0LDPL��DQG�
RWKHU�NH\�FLWLHV�RQ�WKH�(DVWHUQ�6HDERDUG��&DVWUR�KDG�VWDWHG�
SXEOLFDOO\�RQ�VHYHUDO�RFFDVLRQV� WKDW� LI� WKH� LQYDVLRQ�KDG�SUR�
FHHGHG��DQG� LI�.HQQHG\�KDG�QRW�FDOOHG��KH�ZRXOG�KDYH�GH¿�
QLWHO\� ODXQFKHG� WKRVH�PLVVLOHV�� HYHQ� LI� LW� PHDQW� WKH� 8QLWHG�
6WDWHV�UHWDOLDWHG�DQG�GHVWUR\HG�&XED��7KH�6RYLHW�OHDGHUV�FRQ�
¿UPHG�WKLV�LQWHQWLRQ��:H�QHDUO\�VWDUWHG�D�QXFOHDU�ZDU�EHFDXVH�
RI�WKH�PLVJXLGHG�DFWLRQV�RI�WKRVH�DW�WKH�KLJKHVW�OHYHOV�RI�WKH�
&,$�ZKR�WKRXJKW� WKH\�NQHZ�EHWWHU�DQG�ZHUH�DERYH�WKH� ODZ�
DQG�RXU�JRYHUQPHQW��7KLV�LV�D�UHFXUULQJ�WKHPH�EHWZHHQ�RXU�
&RQJUHVV�DQG�WKH�KLJKHU�HOLWH�OHYHO�RI�JRYHUQPHQW�RU�WKH�FDU�
WHO�RI�JRYHUQPHQW��7KLV�LV�ZK\�PRUH�&RQJUHVVLRQDO�RYHUVLJKW�
LV�QHHGHG��WKH�GHFLVLRQ�WR�JR�WR�ZDU�VKRXOG�EH�DJUHHG�RQ�E\�
LQIRUPHG�FLWL]HQV��DQG�WKHLU�HOHFWHG�UHSUHVHQWDWLYHV�

The Assassination of John F. Kennedy

3UHVLGHQW� -RKQ�)��.HQQHG\� ������������FRPHV� IURP�D� IDP�
LO\�WKDW�ZDV�QRW�DV�DOLJQHG�ZLWK�WKH�FDUWHO�RU�WKH�&RXQFLO�RQ�
)RUHLJQ�5HODWLRQV��KH�ZDV�IURP�DQRWKHU�$PHULFDQ�UR\DO�IDPLO\�
DQG�GLGQ¶W�WUXVW�WKH�1HZ�<RUN�EDQNHUV��+H�DOVR�KDG�D�GLIIHUHQW�
ZRUOGYLHZ��DV�WKH�%D\�RI�3LJV�LQFLGHQW�LQGLFDWHV��+H�KDG�MXVW�
¿UHG�WKH�&,$�GLUHFWRU�'XOOHV�DQG�KDG�D�ELOO�UHDG\�WR�EUHDN�XS�
WKH�&,$�DQG�JLYH� LQWHOOLJHQFH�JDWKHULQJ�EDFN� WR� WKH�PLOLWDU\�
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OLNH�LW�ZDV�EHIRUH�WKH�ZDU��+H�DOVR�KDG�([HFXWLYH�2UGHU�������
WKDW�ZRXOG�JLYH�WKH�8�6��7UHDVXU\�WKH�SRZHU�WR�LVVXH�PRQH\�
DJDLQ²�6LOYHU�FHUWL¿FDWHV²D�EULOOLDQW� LGHD��7KLV�ZDV�D�GLUHFW�
WKUHDW�WR�WKH�FDUWHO�DQG�LWV�)HGHUDO�5HVHUYH��DQG�WKXV�WKUHDW�
HQLQJ�WKH�GRPLQDQW�SRZHU�SDUDGLJP�LQ�$PHULFD�

,Q�D�ODQGPDUN�FDVH�WKDW�ZHQW�WR�DQ�DSSHOODWH�FRXUW��(��+RZDUG�
+XQW�YV��/LEHUW\�/REE\�WKH�6SRWOLJKW�1HZVSDSHU��IRUPHU�&,$�
DJHQW�9LFWRU�0DUFKHWWL�WHOOV�WKH�6SRWOLJKW�QHZVSDSHU�WKDW�&,$�
DJHQW� (�� +RZDUG�+XQW�ZDV� LQYROYHG� LQ� WKH� DVVDVVLQDWLRQ� RI�
3UHVLGHQW� .HQQHG\�� +XQW� KDG� MXVW� EHHQ� EXVWHG� IRU� LOOHJDOO\�
EUHDNLQJ� LQWR� WKH�:DWHUJDWH� +RWHO� DQG� LOOHJDOO\� ZLUHWDSSLQJ�
WKH�'HPRFUDWLF� FRQYHQWLRQ� IRU� 3UHVLGHQW� 5LFKDUG�1L[RQ�� EXW�
KH�VWLOO�VXHV�WKH�6SRWOLJKW�IRU�GHIDPDWLRQ��2ULJLQDOO\�+XQW�ZRQ�
WKH�FDVH�EHFDXVH�KH�ZDV�DEOH�WR�JHW�D�MXGJH�ZKR�ZRXOG�QRW�
DGPLW�DQ\�HYLGHQFH�WR�VXSSRUW�WKH�IDFW�WKDW�KH�PLJKW�DFWXDOO\�
EH�LQYROYHG�LQ�WKH�DVVDVVLQDWLRQ��2Q�DSSHDO��0DUN�/DQH��ZKR�
ZDV�D�SURPLQHQW�:DVKLQJWRQ�ODZ\HU��OHDGHU�LQ�WKH�'HPRFUDWLF�
SDUW\� DQG� EHVW�VHOOLQJ� DXWKRU� RI� 5XVK� WR� -XGJPHQW�� ZKLFK�
TXHVWLRQHG�WKH�:DUUHQ�&RPPLVVLRQ¶V�FRQFOXVLRQ�WKDW�D�VLQJOH�
JXQPDQ�NLOOHG�WKH�SUHVLGHQW��LV�DEOH�WR�GHSRVH�VHYHUDO�GLUHF�
WRUV�RI�WKH�&,$�DQG�FRPH�XS�ZLWK�HQRXJK�HYLGHQFH�WR�VKRZ�
WKDW�(��+RZDUG�+XQW�ZDV�LQ�IDFW�LQYROYHG�RU�DSSHDUHG�WR�EH��
VR�WKDW�WKH�MXU\�RYHUWXUQHG�WKH�GHIDPDWLRQ�YHUGLFW��7KLV�LV�DOO�
H[SODLQHG�LQ�0DUN¶V�ERRN�3ODXVLEOH�'HQLDO��0DUN�H[SODLQV�WKDW�
DIWHU�WKH�WULDO�WKH�SUHVV�ZDV�WROG�QRW�WR�FRYHU�LW�IRU�WKUHDW�RI�
ORVLQJ�WKHLU�OLFHQVH�WR�EURDGFDVW��QRW�RQH�QHWZRUN�ZRXOG�FRYHU�
RQH� RI� WKH�PRVW� LPSRUWDQW� WULDOV� RI� WKH� FHQWXU\�� IRU� IHDU� RI�
UHSULVDO�RI�RXU�JRYHUQPHQW²WKH�FDUWHO�

,Q� ����� WKH� 8QLWHG� 6WDWHV� +RXVH� RI� 5HSUHVHQWDWLYHV� 6HOHFW�
&RPPLWWHH�RQ�$VVDVVLQDWLRQV��+6&$��ZDV�HVWDEOLVKHG�WR�LQYHV�
WLJDWH�WKH�-RKQ�)��.HQQHG\�DVVDVVLQDWLRQ�DQG�WKH�0DUWLQ�/XWKHU�
.LQJ��-U��DVVDVVLQDWLRQ�DQG�WKH�VKRRWLQJ�RI�*RYHUQRU�:DOODFH��
,Q� ������ DIWHU� UHYLHZLQJ� DOO� WKH� IDFWV�� WKLV� ELSDUWLVDQ� FRP�
PLWWHH�FRQFOXGHG�WKDW�-RKQ�)��.HQQHG\�ZDV�YHU\�OLNHO\�DVVDV�
VLQDWHG�DV�D� UHVXOW�RI�D� FRQVSLUDF\�DQG�QRW�RQH�PDQ�DFWLQJ�
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DORQH��DQG�WKH\�UXOHG�RXW�WKH�6RYLHW�8QLRQ��&XED��DQWL�&DVWUR�
JURXSV��RU�RUJDQL]HG�FULPH�DV�WKH�OHDGHU��DQG�DFFXVHG�WKH�&,$�
RI�ZLWKKROGLQJ�UHTXHVWHG�LQIRUPDWLRQ�DQG�HYHQ�REVWUXFWLRQ�RI�
MXVWLFH�

7KH� &RPPLWWHH� DOVR� OHDUQHG� WKDW� WKH� &,$¶V� VSHFLDO� OLDLVRQ�
WR� WKH� FRPPLWWHH� UHVHDUFKHUV�� *HRUJH� -RDQQLGHV� ZDV� DFWX�
DOO\�LQYROYHG�ZLWK�VRPH�RI�WKH�RUJDQL]DWLRQV�WKDW�/HH�+DUYH\�
2VZDOG� ZDV� LQYROYHG� ZLWK� LQ� WKH�PRQWKV� OHDGLQJ� XS� WR� WKH�
DVVDVVLQDWLRQ�� LQFOXGLQJ� WKH� '5(� DQ� DQWL�&DVWUR� JURXS� VXS�
SRUWHG� E\� WKH� &,$� ZKHUH� -RDQQLGHV� ZRUNHG� LQ� ������ 7KXV��
/HH�+DUYH\�2VZDOG�ZRUNHG�IRU�D�&,$�IURQW�JURXS��LW�ZDV�DOVR�
GLVFRYHUHG�WKDW�2VZDOG�KDG�OHDUQHG�WR�VSHDN�5XVVLDQ�LQ�WKH�
8QLWHG�6WDWHV�$UP\�,QWHOOLJHQFH��0RUHRYHU��WKH�FRPPLWWHH�DOVR�
FRQFOXGHG�³WKHUH�LV�D�OLNHOLKRRG´�WKDW�WKLV�ZDV�WKH�UHVXOW�RI�D�
FRQVSLUDF\��EXW�VWRSSHG�VKRUW�RI�LPSOLFDWLQJ�DQ\�JRYHUQPHQW�
DJHQF\�

7KH� 'HSDUWPHQW� RI� -XVWLFH�� )%,�� &,$�� DQG� WKH� :DUUHQ�
&RPPLVVLRQ�ZHUH�DOO�FULWLFL]HG�IRU�QRW�UHYHDOLQJ�DOO�WKH�LQIRU�
PDWLRQ�QHHGHG�RU� UHTXHVWHG� LQ������� WKH\�ZHUH�DFFXVHG�RI�
VWDOOLQJ� DQG� UHIXVLQJ� WR� SURYLGH� WKH� GRFXPHQWDWLRQ� VXESRH�
QDHG��DQG�QRW�UHPHPEHULQJ�D�ORW�ZKHQ�DVNHG�WKH�PRVW�FRP�
SURPLVLQJ� TXHVWLRQV�� ,QWHUHVWLQJO\�� WKH�:DUUHQ�&RPPLVVLRQ��
ZKLFK� ZDV� WKH� ¿UVW� JURXS� WR� LQYHVWLJDWH� WKH� DVVDVVLQDWLRQ��
ZDV� FRPSULVHG�PRVWO\� RI� SHRSOH�ZKR� .HQQHG\� KDG� ¿UHG� RU�
ZDV�JRLQJ�WR�¿UH�DQG�WKRVH�ZKR�KDG�WKH�PRVW� WR� ORVH� IURP�
KLV� QHZ� H[HFXWLYH� RUGHUV�� DOO� WKH� ¿QGLQJV� IURP� WKH�:DUUHQ�
LQYHVWLJDWLRQ�DUH�VHDOHG�DQG�KLGGHQ�IURP�WKH�SXEOLF��6R�IDU��DOO�
WKH�HYLGHQFH�UHOHDVHG�WKURXJK�WKH�)UHHGRP�RI�,QIRUPDWLRQ�$FW�
GHPRQVWUDWHV�WKDW�WKH�FRQFOXVLRQV�RI�WKH�:DUUHQ�LQYHVWLJDWLRQ�
ZHUH�ZURQJ��7KH�RQO\�FRQJUHVVPDQ�WR�SHWLWLRQ�WKH�&RQJUHVV�
WR� UHRSHQ� WKH�:DUUHQ� LQYHVWLJDWLRQ� VR� WKH�SXEOLF�PD\� OHDUQ�
DOO� WKH� IDFWV�� $OODUG� /RZLQVWHLQ� IURP�1HZ� <RUN��ZDV� VKRW� LQ�
WKH�IRUHKHDG�DW�KLV�RI¿FH��$OODUG�VXVSHFWHG�WKDW�KH�PLJKW�JHW�
NLOOHG�IRU�FRQWLQXLQJ�WR�SHWLWLRQ�WKH�UH�RSHQLQJ�RI�WKH�:DUUHQ�
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LQYHVWLJDWLRQ��KH�WROG�WKLV�DXWKRU�DV�PXFK�MXVW�PRQWKV�EHIRUH�
LW�KDSSHQHG��+H�DOVR�WKRXJKW�WKH�&,$�ZRXOG�EH�LQYROYHG�

7KH� FRPPLWWHH� DOVR� FRQFOXGHG� WKDW� WKH� 6HFUHW� 6HUYLFH� ZDV�
GH¿FLHQW�LQ�WKHLU�SURWHFWLRQ�RI�WKH�SUHVLGHQW��7KH�GD\�.HQQHG\�
DUULYHG�LQ�'DOODV��7H[DV��WKH�VHFUHW�VHUYLFH�UHGXFHG�WKHLU�VHFX�
ULW\� IRUFH�� ,I� \RX� ZDWFK� WKH� =DSUXGHU� ¿OP� �RQ� <RX7XEH�� LQ�
VORZ�PRWLRQ�\RX�FDQ�FOHDUO\�VHH�WKDW�WKH�VHFUHW�VHUYLFH�DJHQWV�
DVVLJQHG�WR�SURWHFW�WKH�SUHVLGHQW�DUH�UHFDOOHG�IURP�WKHLU�SRVL�
WLRQV�VXUURXQGLQJ�WKH�OLPR�WKH�SUHVLGHQW�ZDV�WUDYHOLQJ�LQ��MXVW�
VHFRQGV� EHIRUH� WKH� VKRRWLQJ�� E\� ZKDW� ZH� DUH� WROG� DUH� &,$�
DJHQWV�LQ�WKH�FDU�EHKLQG�WKH�SUHVLGHQW²WKH�DJHQWV�DUH�FDOOHG�
EDFN�DV�LI�WR�PDNH�URRP�IRU�WKH�JXQPDQ��D�KDQG�PRWLRQ�ZDY�
LQJ�WKH�RWKHUV�WR�IDOO�EDFN��DQG�WKHP�OHDYLQJ�WKH�FDU�LV�FOHDUO\�
VHHQ���0RUHRYHU��LQ�VORZ�PRWLRQ�LW�LV�YHU\�FOHDU�WR�VHH�EXOOHWV�
IURP�GLIIHUHQW�GLUHFWLRQV�KLW�WKH�SUHVLGHQW��'R]HQV�RI�SHRSOH�
ZKR�KDYH�FRPH�IRUWK�WR�SURYLGH�PRUH� LQIRUPDWLRQ�RU�WHVWLI\�
KDYH�GLVDSSHDUHG�RU� VXGGHQO\�DQG�P\VWHULRXVO\�GLHG� ��RYHU�
WKLUW\��:LWQHVVHV�ZKR�ZHUH�LQWHUYLHZHG�WHOO�XV�WKDW�WKH�IHGHUDO�
DJHQWV� FRQGXFWLQJ� WKH� LQWHUYLHZV� WROG� WKHP�ZKDW� WR� VD\� RU�
QRW�VD\�DQG�WKUHDWHQHG�QRW�WR�VD\�WKLQJV�OLNH�KHDULQJ�VHFRQG�
JXQVKRWV�� 0RUHRYHU�� $UP\� LQWHOOLJHQFH� RI¿FHU� -DPHV� 3RZHOO�
DQG�PD¿D�KLW�PDQ� -LP�%DQGRQ�D�N�D�� (XJHQH�%UDGLQJ�ZHUH�
DOVR� LGHQWL¿HG� E\�'DOODV� SROLFH� DV� EHLQJ� LQ� WKH� 'DOODV� %RRN�
'HSRVLWRU\��76%'��EXLOGLQJ�DW� WKH� WLPH�RI� WKH�VKRRWLQJ��EXW�
WKH\�ZHUH�UHOHDVHG�ZLWKRXW�IXUWKHU�TXHVWLRQLQJ��DQG�WKHLU�SUHV�
HQFH�ZDV�QHYHU�TXHVWLRQHG�GXULQJ�WKH�:DUUHQ� LQYHVWLJDWLRQ��
'XULQJ�WKH�&OD\�6KDZ�WULDO� LQ�������SURVHFXWRU�-LP�*DUULVRQ�
WULHG�WR�H[WUDGLWH�%UDGLQJ�IURP�&DOLIRUQLD��EXW�WKHQ�*RYHUQRU�
5RQDOG�5HDJDQ�UHIXVHG�WR�FRPSO\�

%HIRUH�KLV�GHDWK��IRUPHU�&,$�RSHUDWLYH�(��+RZDUG�+XQW��GLV�
FXVVHG�KLV�NQRZOHGJH�RI�DQG�SDUWLFLSDWLRQ� LQ� WKH�SORW� WR�NLOO�
-RKQ� )�� .HQQHG\� LQ� VHYHUDO� DXGLR� DQG� YLGHR� WHVWLPRQLHV� KH�
JDYH� WR� KLV� VRQ�� 6DLQW� -RKQ� +XQW�� VKRUWO\� EHIRUH� KLV� GHDWK�
�UHOHDVHG� LQ�������� ,Q�KLV� FRQIHVVLRQ��ZKLFK� LV�SUHVHUYHG� LQ�
KLV�RZQ�YRLFH�DQG�KDQGZULWLQJ��+XQW�DOVR�LPSOLFDWHV�WKHQ�9LFH�
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3UHVLGHQW� /\QGRQ� -RKQVRQ� DQG� &,$� RSHUDWLYHV� &RUG� 0H\HU��
)UDQN�6WXUJLV��:LOOLDP�.��+DUYH\��DQG�'DYLG�6DQFKH]�0RUDOHV�
WR� FDUU\� RXW� WKH� SORW��+XQW� DGPLWWHG� WR� KHDULQJ� RI� WKH� SORW�
DKHDG� RI� WLPH�� FOHDUO\� LGHQWL¿HV� WKH� DVVDVVLQDWLRQ� DV� D� &,$�
MRE�� XVLQJ� WKH� VDPH� IRUHLJQ� VKRRWHUV� WKH� &,$� KDG� XVHG� RQ�
RWKHU�JRYHUQPHQW�OHDGHUV�VXFK�DV�*XDWHPDOD�DQG�DWWHPSWHG�
RQ�)LGHO�&DVWUR��0RUHRYHU��+XQW¶V�IDPLO\�NQHZ�KH�ZDV�LQ�'DOODV�
DW�WKH�WLPH�RI�WKH�VKRRWLQJ��ZLWQHVVHV�LGHQWLI\�KLP�EHLQJ�WKHUH�
JLYLQJ�PRQH\�WR�&,$�KDQGOHU�)UDQN�6WXUJLV��DQG�ZDV�IXUWKHU�
UHFRJQL]HG� LQ� SKRWRV� DV� EHLQJ� RQH� RI� WKH� ³WUDPSV´� �LQ� GLV�
JXLVH��E\�KLV�IDPLO\�

7KH�VDPH�WKLQJ�KDSSHQHG�ZLWK�%REE\�.HQQHG\��DV�ZLWK�-).��WKH�
GD\�KH�ZDV�VKRW�VRPH�RI�WKH�VDPH�&,$�RSHUDWLYHV�LPSOLFDWHG�
LQ�WKH�-).�DVVDVVLQDWLRQ�ZHUH�DOVR�SUHVHQW�DW�WKH�$PEDVVDGRU�
+RWHO�RQ�-XQH��WK��������WKH�&,$�ZDV��DJDLQ��DFFXVHG�RI�ZLWK�
KROGLQJ� QHHGHG� LQIRUPDWLRQ� LQ� WKH� LQYHVWLJDWLRQ�� DQG� DJDLQ�
PRVW�RI�GRFXPHQWV�DUH�HLWKHU�VHDOHG�RU�GHVWUR\HG��,Q�D�EURDG�
FDVW�DQG�DQ�DUWLFOH�IURP�WKH�%%&�QHZV�GDWHG�1RYHPEHU�����
������UHSRUWHUV�FODLP�WKDW�LQ�DQ�LQWHUYLHZ�ZLWK�'DYLG�0RUDOHV��
WKH�IRUPHU�&,$�FKLHI�RI�RSHUDWLRQV��VDLG��³,�ZDV�LQ�'DOODV�ZKHQ�
ZH�JRW�WKH�VRQ�RI�D�ELWFK��DQG�,�ZDV�LQ�/RV�$QJHOHV�ZKHQ�ZH�
JRW� WKH� OLWWOH� EDVWDUG�́ � �5HIHUULQJ� WR�¿UVW� -RKQ�.HQQHG\�DQG�
WKHQ�KLV�EURWKHU�%REE\��ZKR�ZDV�DVVDVVLQDWHG�LQ�/RV�$QJHOHV���
<HW�QR�VHQDWRU�RU�FRQJUHVVPDQ�ZLOO�UHRSHQ�WKH�LQYHVWLJDWLRQ�WR�
GHWHUPLQH�ZKR�GLG�LW��EHFDXVH�WKH�WUXWK�LV�DOO�WKH�SHRSOH�RQ�WRS�
DOUHDG\�NQRZ��DQG�WKH\�WKLQN�LW¶V�EHVW�WKH�SXEOLF�GLGQ¶W�NQRZ��
,V�WKDW�ZKDW�LV�EHVW"�:KR�GHFLGHV"

Multinational Espionage

)URP������WR������� WKH�&,$�ZDV� LPSOLFDWHG� LQ��RU�DGPLWWHG�
WR�� OHDGLQJ�DVVDVVLQDWLRQV�DQG�RU�RYHUWKURZV�RI�RWKHU�KHDGV�
RI� JRYHUQPHQW� DQG� SXWWLQJ� LQ� SXSSHW� JRYHUQPHQWV�� LQ� WKH�
'RPLQLFDQ�5HSXEOLF��WKULFH���(FXDGRU��WZLFH���&RQJR��WZLFH���
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%UD]LO�� ,QGRQHVLD�� *UHHFH�� %ROLYLD� DQG� 8UXJXD\�� 7KHVH� YDV�
VDOV�RI�WKH�&,$�DUH�UHIHUUHG�WR�DV�%DQDQD�5HSXEOLFV�LQ�WKH�
SUHVV��'XULQJ�WKH�HDUO\�����V�WKH�&,$�ZDV�LQYROYHG�LQ�RYHU�
WKURZV�LQ�&DPERGLD��/DRV��DQG�9LHWQDP��7KH�9LHWQDP�:DU�LV�
FRPPRQO\�UHIHUUHG�WR�LQ�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�DV�WKH�
³&,$¶V�ZDU´�EHFDXVH�WKH\�SODQQHG�DQG�GLUHFWHG�LW��WKH\�KDYH�
DOVR� EHHQ� LPSOLFDWHG� LQ� EHLQJ� LQYROYHG� LQ� WUDI¿FNLQJ� RSLXP�
IURP�WKH�JROGHQ�WULDQJOH��QRUWKHUQ�ERDUGHUV�RI�9LHWQDP��/DRV�
DQG�&DPERGLD���DQG�PRUH�UHFHQWO\�LQ�$IJKDQLVWDQ�DPRQJ�WKH�
1RUWKHUQ�DOOLDQFH�ZKR�KDYH�ZRUNHG�ZLWK�WKH�&,$�IRU�\HDUV�¿JKW�
LQJ�7DOLEDQ��$IJKDQLVWDQ�LV�EHOLHYHG�WR�EH�WKH�ODUJHVW�JURZHU�RI�
2SLXP�LQ�WKH�ZRUOG�QRZ��DQG�HYHQ�WKH\�DWWULEXWH�PXFK�RI�WKHLU�
VXFFHVV�WR�WKH�&,$�

,Q�PRVW� 7KLUG�:RUOG� �OHVVHU� GHYHORSHG�� FRXQWULHV�� WKH� ODQG�
DQG�UHVRXUFHV�RI�D�QDWLRQ�DUH�RZQHG�RU�FRQWUROOHG�E\�D�KDQG�
IXO�RI�IDPLOLHV²GLFWDWRUV�ZKR�ZRUNHG�ZLWK�WKH�$PHULFDQ�FRU�
SRUDWLRQV�GHYHORSLQJ�WKH�FRXQWULHV�UHVRXUFHV²DQG�GXULQJ�WKH�
����V�PDQ\�RI� WKH�FLWL]HQV�RI� WKHVH�FRXQWULHV�ZHUH�VHHNLQJ�
IUHHGRP��ULJKWV�DQG�ZDQWLQJ�WR�DOVR�EHQH¿W�IURP�WKHLU�QDWLRQV�
QDWLRQDO�UHVRXUFHV��ZKHQ�D�OHDGHU�FRPHV�WR�XSVHW�WKDW�UHODWLRQ�
VKLS�WKH\�DUH�WDNHQ�RXW�RQH�ZD\�RU�WKH�RWKHU��7\SLFDOO\�WKHVH�
IUHHGRP�PRYHPHQWV�DQG�WKHLU�OHDGHUV�DUH�ODEHOHG�FRPPXQLVW��
DQG�PRVW�GR�JHW�WKHLU�ZHDSRQV�IURP�FRPPXQLVW�FRXQWULHV²
LW¶V�D�EXVLQHVV��0RVW�SHRSOH�LQ�WKHVH�OLWWOH�FRXQWULHV�GRQ¶W�HYHQ�
NQRZ�ZKDW�FRPPXQLVP�LV��7KH\�DUH�MXVW�WROG�WKLQJV�DUH�JRLQJ�
WR�JHW�EHWWHU�LI�\RX�HOHFW�XV�RU�¿JKW�IRU�XV��WKHVH�ZDUV�DUH�QRW�
IRXJKW�RYHU�SROLWLFDO�LGHRORJ\��WKH\�DUH�IRXJKW�RYHU�PRQH\�DQG�
UHVRXUFHV��5HOLJLRQ�LV�XVHG�WR�LQFLWH��DQG�HWKQLFLW\�LV�XVHG�WR�
GLYLGH��ZDU�LV�KRZ�FRQTXHVW�DQG�PRQH\�DUH�PDGH�

'XULQJ� WKH� 9LHWQDP� :DU� ������������ $PHULFDQ� VROGLHUV�
ZHUH�RULJLQDOO\�VHQW�WR�DGYLVH�DQG�WUDLQ�WKH�6RXWK�9LHWQDPHVH�
DUP\� WR� ¿JKW� WKH� 1RUWK� 9LHWQDPHVH� DUP\�� ZKR�ZHUH� VHHN�
LQJ� OLEHUDWLRQ� IURP� WKH�)UHQFK��ZKR� WULHG� WR�DVVXPH�FRQWURO�
RI� WKLV� IRUPHU� FRORQ\� DIWHU� WKH� -DSDQHVH� ZHUH� GHIHDWHG� LQ�
::,,��7KH�OHDGHU�RI�1RUWK�9LHWQDP��+R�&KL�0LQK��KDG�OLYHG�LQ��
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1HZ� <RUN� DQG� %RVWRQ� IURP� DURXQG� ����� WR� ����� DQG� VDLG�
WKDW�KLV�LQVSLUDWLRQ�WR�OHDG�9LHWQDP�LQWR�LQGHSHQGHQFH�FDPH��
LQ�SDUW��IURP�OLVWHQLQJ�WR�0DUFXV�*DUYH\��D�OHDGLQJ�EODFN�FLYLO�
ULJKWV�OHDGHU��+H�DOVR�ZRUNHG�ZLWK�WKH�$OOLHV�LQ�:RUOG�:DU�,,�
VHUYLQJ� DV� D� VS\� IRU� WKH�266� �&,$�� WR� ULG� ,QGRFKLQD� RI� WKH�
-DSDQHVH�� RULJLQDOO\� +R� VRXJKW� VXSSRUW� IURP� $PHULFD�� DQG�
ZKHQ�KH�UHDOL]HG�WKDW�$PHULFD�ZDV�QRW�JRLQJ�WR�KHOS�WKHP��KH�
WXUQHG�WR�WKH�5XVVLDQV�DQG�WKH�&KLQHVH�IRU�PLOLWDU\�DQG�HFR�
QRPLF�DLG�DQG�WKDW¶V�ZKHQ�WKH�8QLWHG�6WDWHV�MXPSHG�LQ�

$IWHU� WKH� .RUHDQ�:DU�� WKH� $PHULFDQ� JRYHUQPHQW� ZDV� NHHQ�
WR� VWRS� WKH� VSUHDG� RI� FRPPXQLVP�� DQG� WKH\� LPSOHPHQWHG�
D� SROLF\� RI� FRQWDLQPHQW� WR� NHHS� FRPPXQLVP� IURP� VSUHDG�
LQJ�WKURXJKRXW�$VLD²ZKDW�WKH\�FDOOHG�WKH�GRPLQR�HIIHFW��2Q�
$XJXVW����������LQ�ZKDW�LV�FDOOHG�WKH�*XOI�RI�7RQNLQ�LQFLGHQW��
WKH�GHVWUR\HU�866�0DGGR[�ZDV�SHUIRUPLQJ�D�'(6272�SDWURO��
ZKLFK� LQYROYHV� VKLSV� SDWUROOLQJ� KRVWLOH� DUHDV� WR� JDWKHU� GDWD�
IURP�VRSKLVWLFDWHG�HOHFWURQLF�HDYHVGURSSLQJ�HTXLSPHQW��ZKHQ�
WKH\�ZHUH�HQJDJHG�E\�1RUWK�9LHWQDPHVH�WRUSHGR�ERDWV�WU\LQJ�
WR�FKDVH� WKHP�RXW�RI� WKHLU�ZDWHUV�DQG� WKH\�PDQDJHG� WR�GR�
VRPH�VOLJKW�GDPDJH�WR�WKH�GHVWUR\HU�DQG�DQ�DLUFUDIW�

7ZR�GD\V�ODWHU�WKH�0DGGR[�UHSRUWHG�DQRWKHU�HQJDJHPHQW��EXW�
WKDW�UHSRUW�WXUQHG�RXW�WR�EH�IDOVH��+RZHYHU��WKLV�VHFRQG�LQFL�
GHQFH�ZDV�XVHG�E\�3UHVLGHQW�/\QGRQ�-RKQVRQ�WR�VHQG�WKH�¿UVW�
FRPEDW�WURRSV�LQWR�9LHWQDP��,Q�DQ�LQWHUYLHZ�ZLWK�WKH�6HFUHWDU\�
RI�'HIHQVH�5REHUW�0F1DPDUD�\HDUV�ODWHU��KH�FODLPHG�WKDW�WKH�
PLVLQIRUPDWLRQ�DERXW�ZKDW�KDSSHQHG�LQ�WKH�JXOI�ZDV�GXH�WR�
LQDFFXUDWH� LQIRUPDWLRQ� FRPLQJ� IURP� WKH�&,$� WKDW�ZDV�EULHI�
LQJ�KLP��WKH�LPSOLFDWLRQ�ZDV�WKH\�PLVUHSUHVHQWHG�RU�GLVWRUWHG�
WKH�SHUFHSWLRQ�WR�SUHFLSLWDWH�ZDU��$SSDUHQWO\�WKH�UHSRUWV�ZHUH�
PRGL¿HG�E\�WKH�&,$�EHIRUH�JHWWLQJ�WR�WKH�SUHVLGHQW�WR�UHYLHZ��
,Q� ������ 3UHVLGHQW� -RKQVRQ� FRPPHQWHG� DERXW� WKH� *XOI� RI�
7RQNLQ�LQFLGHQW��VD\LQJ��³)RU�DOO�,�NQRZ��RXU�QDY\�ZDV�VKRRW�
LQJ�DW�ZKDOHV�RXW�WKHUH�́ �7KH\�ZHUH�MXVW�ORRNLQJ�IRU�DQ\�H[FXVH�
WR� VHOO� ZDU� WR� WKH� $PHULFDQ� SHRSOH�� LW� ZDV� WKH� SURSDJDQGD�
QHHGHG�WR�VHQG�$PHULFDQ�WURRSV�LQWR�9LHWQDP�
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,Q������WKH�&,$�FRRUGLQDWHG�ZLWK�WKH�6RXWK�9LHWQDPHVH�JRY�
HUQPHQW� LQ�2SHUDWLRQ� 3KRHQL[�� ZKLFK� ZDV� DQ� DWWHPSW� WR�
¿QG�DQG�DVVDVVLQDWH�1RUWK�9LHWQDPHVH�LQVXUJHQWV�RSHUDWLQJ�LQ�
6RXWK�9LHWQDP��$FFRUGLQJ�WR�D������FRQJUHVVLRQDO�UHSRUW��WKLV�
RSHUDWLRQ�NLOOHG��ZLWKRXW�WULDO��RYHU��������SHRSOH��LQFOXGLQJ�
ZRPHQ�DQG�FKLOGUHQ��,Q������WKH�8QLWHG�6WDWHV�JRYHUQPHQW�
EHJDQ�GLVFXVVLQJ�WKH�SRVVLELOLW\�RI�UHSODFLQJ�6RXWK�9LHWQDPHVH�
3UHVLGHQW�'LHP�ZLWK�DQRWKHU�PRUH�ZLOOLQJ� WR�DGKHUH� WR�8�6��
SROLF\��'LHP�KDG�EHJXQ�GLVFXVVLQJ�D�XQL¿FDWLRQ�ZLWK�WKH�1RUWK��
DQG�VR�KH�ZDV�DVVDVVLQDWHG�LQ������

8QGHU�WKH�SUHVLGHQF\�RI�5LFKDUG�1L[RQ�������������WKH�ZDU�
LQ� 9LHWQDP� HVFDODWHG�� 7KH� 1DWLRQDO� 6HFXULW\� &RXQFLO� UHF�
RPPHQGHG� D� WKUHH�VWDJH� HVFDODWLRQ� RI� ERPELQJ� LQ� 1RUWK�
9LHWQDP��2SHUDWLRQ�)ODPLQJ�'DUW��2SHUDWLRQ�5ROOLQJ�7KXQGHU��
DQG�2SHUDWLRQ�$UF�/LJKW��%HWZHHQ�0DUFK������DQG�1RYHPEHU�
�����RSHUDWLRQ�5ROOLQJ�7KXQGHU�DORQH�GURSSHG�RYHU�D�PLOOLRQ�
WRQV�RI�ERPEV��PLVVLOHV��DQG�URFNHWV��PRUH�WKDQ�ZDV�GURSSHG�
E\�WKH�$OOLHV�LQ�DOO�RI�:RUOG�:DU�,,��,W�GLG�QRWKLQJ�VLJQL¿FDQW�
PLOLWDULO\�� DQG� LW�PRVWO\� NLOOHG� FLYLOLDQV�� ,W� DOVR� FURVVHG� RYHU�
LQWR�/DRV�DQG�&DPERGLD��2Q�WKH�GD\�WKDW�5LFKDUG�1L[RQ�DQG�
6HFUHWDU\�RI�6WDWH�+HQU\�.LVVLQJHU�SXEOLFDOO\�VWDWHG�WKDW�WKH�
8QLWHG� 6WDWHV�ZDV� QRW� ERPELQJ� RWKHU� FRXQWULHV�� VSHFL¿FDOO\�
/DRV�DQG�&DPERGLD��WKH\�NQRZLQJO\�ZHUH��3UHVLGHQWV�URXWLQHO\�
OLH�WR�WKH�SXEOLF�DERXW�LQWHUQDWLRQDO�DQG�GRPHVWLF�HYHQWV��DQG�
WKLV�SUREOHP�LV�DW�WKH�KHDUW�RI�ZK\�ZH�DUH�JRYHUQHG�VR�SRRUO\��
7KH�DQWLZDU�SURWHVWV�RI�WKH�����V�HYHQWXDOO\�OHG�1L[RQ�WR�HQG�
WKH�ZDU��DQG�6DLJRQ�IHOO�LQ�������,W�ZDV�WKH�SHRSOH�VWDQGLQJ�
XS�DJDLQVW�WKH�ZDU��SURWHVWLQJ��VLQJLQJ��GHI\LQJ��DQG�UHVLVWLQJ�
WKDW�PDGH� WKDW� VKLIW� LQ� FRQVFLRXVQHVV�SRVVLEOH��7KH� ULJKW� WR�
GHPRQVWUDWH� LV�RQH�RI� WKH�PRVW� LPSRUWDQW� ULJKWV�$PHULFDQV�
QHHG�WR�PDLQWDLQ�

%HJLQQLQJ� LQ� ����� XQGHU� WKH� -RKQVRQ� $GPLQLVWUDWLRQ� WKH�
&,$�EHJDQ�D�SURJUDP�RI� VS\LQJ�RQ�$PHULFDQ� FLWL]HQV� FDOOHG�
2SHUDWLRQ�&KDRV��7KH�VWDWHG�SXUSRVH�ZDV�WR�JR�XQGHUFRYHU�
DV�VWXGHQW�UDGLFDOV�WR�VS\�RQ�DQG�GLVUXSW�FDPSXV�RUJDQL]DWLRQV�
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DQG�SURWHVWV�RI�WKH�9LHWQDP�:DU�RU�IRU�FLYLO�ULJKWV�GHPRQVWUD�
WLRQV��8QGHU�WKH�&,$¶V�2I¿FH�RI�6HFXULW\�RYHU�������LQGLYLGXDOV�
DQG�������RUJDQL]DWLRQV�ZHUH�WUDFNHG��7KHVH�FRYHUW�DFWLYLWLHV�
LQFOXGHG�UHDGLQJ�FRUUHVSRQGHQFH�SDVVLQJ�EHWZHHQ�WKH�8QLWHG�
6WDWHV�DQG�WKH�6RYLHW�8QLRQ��LQ¿OWUDWLQJ�GRPHVWLF�DQWLZDU�DQG�
UDGLFDO�RUJDQL]DWLRQV��3URMHFW�0HUULPDF���DQG�ZRUN�ZLWK�FRO�
OHJH�DGPLQLVWUDWRUV�DQG�SROLFH�LQ�LGHQWLI\LQJ�DQWLZDU�DFWLYLVWV�
DQG�OHDGHUV�LQ�WKH�ZRPHQ¶V�OLEHUDWLRQ�PRYHPHQW�

7KH� UHVSRQVH� WR� WKH� SXEOLF� RXWFU\� ZKHQ� WKLV� ZDV� ¿QDOO\�
UHYHDOHG� ZDV� WR� FUHDWH� WKH� FRPPLVVLRQ� RQ� &,$� $FWLYLWLHV�
ZLWKLQ� WKH� 8QLWHG� 6WDWHV�� EHWWHU� NQRZQ� DV� WKH�5RFNHIHOOHU�
&RPPLVVLRQ��ZKLFK�ZDV�OHG�E\�1HOVRQ�5RFNHIHOOHU��WKHQ�YLFH�
UHVLGHQW�XQGHU�*HUDOG�)RUG��)LYH�RI�WKH�HLJKW�PHPEHUV�RI�WKH�
FRPPLWWHH�ZHUH�PHPEHUV�RI�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��
6SHDNLQJ�RI�WKH�5RFNHIHOOHU�&RPPLVVLRQ��WKHQ�'HSXW\�:KLWH�
+RXVH�&KLHI�RI�6WDII�'LFN�&KHQH\��ZKR�ZDV�D�SDUW�RI�WKH�FRP�
PLVVLRQ��VDLG�LW�ZDV�WR�DYRLG�³FRQJUHVVLRQDO�HIIRUWV�WR�IXUWKHU�
HQFURDFK�RQ�WKH�H[HFXWLYH�EUDQFK�́ �6R�\RX�KDYH�WKH�YHU\�SHR�
SOH�ZKR�DUH�LQVWLJDWLQJ�WKHVH�GHHGV�KHDGLQJ�XS�WKH�FRPPLV�
VLRQ�WR�RYHUVHH�LI�WKHUH�ZDV�DQ\�ZURQJGRLQJ�E\�WKHP"�7RGD\�
WKH�1DWLRQDO�6HFXULW\�$JHQF\��16$��VFUHHQV��OLVWHQV�HOHFWURQL�
FDOO\��WR�DOO� IRUPV�RI�GLJLWDO�RU�DQDORJ�FRPPXQLFDWLRQV�RI� LWV�
FLWL]HQV��LQFOXGLQJ�FHOO�DQG�,QWHUQHW�WUDQVPLVVLRQV��LQ�DQ�HIIRUW�
WR�WKZDUW�H[WUHPLVWV��,VODPLF�RU�RWKHUZLVH���:H�GR�QRW�KDYH�
SULYDF\�WKURXJK�DQ\�HOHFWURQLF�PHDQV�WKURXJKRXW�WKLV�ZRUOG�

7KH�:DWHUJDWH�EUHDN�LQ�RI������LQYROYHG�LOOHJDO�ZLUHWDSSLQJ�
RI�WKH�'HPRFUDWLF�RI¿FHV�DW�WKH�:DWHUJDWH�+RWHO�LQ�:DVKLQJWRQ��
'&��3UHVLGHQW�1L[RQ�VHQW�D�WHDP�RI�&,$�RSHUDWLYHV��LQFOXGLQJ�
-DPHV�0F&RUG��(��+RZDUG�+XQW��DQG�*��*RUGRQ�/LGG\��7KHVH�
DFWLYLWLHV�ZHUH�RUJDQL]HG�DQG�IXQGHG�E\�D�&,$�IURQW��WKH�0XOOHQ�
&RPSDQ\��D�SXEOLF�UHODWLRQV�¿UP��,Q�D�UHSRUW�E\�+RZDUG�%DNHU��
WKH� 5HSXEOLFDQ� YLFH� FKDLUPDQ� IRU� WKH�:DWHUJDWH� FRPPLWWHH�
³7KH�0XOOHQ�DQG�&RPSDQ\�KDV�PDLQWDLQHG�D�UHODWLRQVKLS�ZLWK�
WKH� &HQWUDO� ,QWHOOLJHQFH� $JHQF\� VLQFH� LWV� LQFRUSRUDWLRQ� LQ�
�����́ �7KURXJKRXW�WKH�:DWHUJDWH�KHDULQJ�WKH�&,$�UHSHDWHGO\�



THE CENTRAL INTELLIGENCE AGENCY  |  111

UHIXVHG�WR�FRRSHUDWH�LQ�VXSSO\LQJ�WKH�UHTXHVWHG�LQIRUPDWLRQ��
DQG�WKLV�ODFN�RI�FRRSHUDWLRQ�ZLWK�WKH�&RQJUHVV�LQ�KHDULQJV�LV�
D�UHFXUULQJ�SUREOHP�ZLWK�WKH�&,$�DQG�LQ�RXU�GHPRFUDF\��$V�D�
UHVXOW�RI�WKHVH�LQYHVWLJDWLRQV��WKH�:DWHUJDWH�KHDULQJV��SUHVL�
GHQW�5LFKDUG�1L[RQ�ZDV�LPSHDFKHG�

7KH�QDWLRQ�RI�&KLOH�KDV�VRPH�RI�WKH�ODUJHVW�FRSSHU�DQG�JROG�
UHVHUYHV� LQ� WKH�ZRUOG��PLQHG�E\�$PHULFDQ�(XURSHDQ�PLQLQJ�
FRPSDQLHV�WKH�PDMRULW\�RI�WKH�LQFRPH�PDGH�IURP�WKH�GHYHO�
RSPHQW� RI� WKRVH� UHVRXUFHV� W\SLFDOO\� JRHV� WR� D� KDQGIXO� RI�
JRYHUQPHQW��PLOLWDU\��DQG�EXVLQHVV�RI¿FLDOV�DQG� OLWWOH�PDNHV�
LWV�ZD\� WR�SURJUDPV�WKDW�VXSSRUW� WKH�SHRSOH��6R�� LW� LV�FRP�
PRQ�IRU�SRSXOLVW�OHDGHUV�WR�ZDQW�WR�WDNH�WKH�RZQHUVKLS�RI�WKH�
QDWLRQ¶V� UHVRXUFHV�DZD\� IURP�WKRVH�SRZHUIXO� IHZ�DQG�VKDUH�
WKRVH�UHVRXUFHV�ZLWK�WKH�QDWLRQ��7KLV�ZDV�WKH�FDVH�ZLWK�/DWLQ�
$PHULFD¶V�¿UVW�GHPRFUDWLFDOO\�HOHFWHG�OHDGHU�6DOYDGRU�$OOHQGH��
$OOHQGH� ZDQWHG� WR� QDWLRQDOL]H� WKH� $PHULFDQ�RZQHG� PLQLQJ�
FRPSDQLHV�DQG�SODFH�WKHP�XQGHU�WKH�PDQDJHPHQW�RI�WKH�JRY�
HUQPHQW�RI�&KLOH�

1RZ��LW¶V� LPSRUWDQW�WR�XQGHUVWDQG�WKDW�WKH�WZR�ELJJHVW�PLQ�
LQJ�FRPSDQLHV�LQ�&KLOH�ZHUH�$QDFRQGD�&RSSHU�&RPSDQ\�DQG�
.HQQHFRWW�&RSSHU�&RUSRUDWLRQ��$QDFRQGD�LV�SDUWLDOO\�RZQHG�E\�
WKH�5RWKVFKLOG�FRQVRUWLXP�DQG�E\�:LOOLDP�5RFNHIHOOHU��-RKQ¶V�
EURWKHU��� DQG� WKH� IXQGLQJ� ZDV� PDGH� WKURXJK� WKH� 1DWLRQDO�
&LW\�%DQN�RI�1HZ�<RUN�DQG�6WDQGDUG�2LO�� DOVR� D�5RFNHIHOOHU�
KROGLQJV��.HQQHFRWW�&RSSHU�LV�D�GLYLVLRQ�RI�5LR�7LQWR�*URXS��D�
5RWKVFKLOG�KROGLQJ��ZKLFK�ZDV�ODWHU�DFTXLUHG�E\�6WDQGDUG�2LO�
RI�2KLR��62+,2���DQG�QRZ�%3� LV�D�PDMRU�RZQHU�� ,W¶V�DOO�RQH�
FRQVRUWLXP�

,Q������WKH�&,$�VXSSRUWHG�D�FRXS�WKDW�SXWV�*HQHUDO�$XJXVWR�
3LQRFKHW� LQ� SRZHU�� ZKLFK� VDYHG� WKHLU� PLQLQJ� LQWHUHVWV�� EXW�
WKH\�SXW�3LQRFKHW��D�YLFLRXV�GLFWDWRU�LQ�$OOHQGH¶V�SODFH��,Q������
WKH�&,$�UHOHDVHG�D�UHSRUW�WLWOHG�³&,$�$FWLYLWLHV�LQ�&KLOH´�WKDW�
UHYHDOHG� WKH� &,$� LQYROYHPHQW� EHIRUH�� GXULQJ�� DQG� DIWHU� WKH�
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FRXS��,Q�D�PRQH\�ODXQGHULQJ�FDVH�LQYROYLQJ�3LQRFKHW�DQG�WKH�
5LJJV�%DQN�LQ�:DVKLQJWRQ��6HQDWRU�&ROHPDQ�QRWHG�

7KLV� LV�VDG��VRUGLG�WDOH�RI�PRQH\� ODXQGHULQJ� LQYROYLQJ�
3LQRFKHW�DFFRXQWV�DW�PXOWLSOH�¿QDQFLDO�LQVWLWXWLRQV�XVLQJ�
DOLDV�QDPHV��RIIVKRUH�DFFRXQWV��DQG�FORVH�DVVRFLDWHV��$V�
D�IRUPHU�*HQHUDO�DQG�3UHVLGHQW�RI�&KLOH��3LQRFKHW�ZDV�D�
ZHOO�NQRZQ�KXPDQ�ULJKWV�YLRODWRU�DQG�YLROHQW�GLFWDWRU�

%\� WKH�HQG�RI������ IRUPHU�&,$�'LUHFWRU�5LFKDUG�+HOPV�DQG�
-DPHV�$QJOHWRQ�� WKH�&,$¶V�FKLHI�RI�FRXQWHULQWHOOLJHQFH��ZHUH�
ERWK�¿UHG�E\�WKH�&RQJUHVV�IRU�LOOHJDO�DFWLYLWLHV��/DWHU�WKDW�VDPH�
\HDU�&RQJUHVV�SDVVHG�WKH�+XJKHV�5\DQ�$FW��DQ�DPHQGPHQW�
UHTXLULQJ� WKH� SUHVLGHQW� WR� UHSRUW� QRQ�LQWHOOLJHQFH�&,$� RSHU�
DWLRQV� WR� WKH� UHOHYDQW� FRQJUHVVLRQDO� FRPPLWWHHV� LQ� D� WLPHO\�
IDVKLRQ�

7KH�&,$�ZDV�DOVR�LQYROYHG�LQ�WRSSOLQJ�WKH�GHPRFUDWLFDOO\�HOHFWHG�
SURJUHVVLYH�SULPH�PLQLVWHU�RI�$XVWUDOLD��(GZDUG�:KLWODP��LQ�
������,W�WXUQV�RXW�WKH�8QLWHG�6WDWHV�KDV�D�QXFOHDU�VXEPDULQH�
EDVH�LQ�ZHVWHUQ�$XVWUDOLD�WKDW�:KLWODP�ZDQWHG�WR�FORVH��DQG�
KH�ZDQWHG�WR�PDNH�RWKHU�UHIRUPV�WKDW�WKH�8QLWHG�6WDWHV�JRY�
HUQPHQW�GLG�QRW�EHOLHYH�ZHUH�LQ�LWV�EHVW�LQWHUHVW��7R�DFFRP�
SOLVK�WKLV�WKH�&,$�ZRUNHG�ZLWK�$XVWUDOLD¶V�JRYHUQRU�JHQHUDO��D�
QRQHOHFWHG�SRVW�DVVLJQHG�E\�WKH�4XHHQ�RI�(QJODQG��WR�GLVVROYH�
WKH�:KLWODP�JRYHUQPHQW��7KH�&,$�DOVR�VWDUWHG�D�VHFUHW�ZDU�LQ�
$QJROD�WKDW�VDPH�\HDU��DQG�HYHU\�SUHVV�LQ�WKH�ZRUOG�FRYHUHG�
LW�EXW�WKH�8QLWHG�6WDWHV�

,Q������ WKH�6RYLHW�8QLRQ� LQYDGHG�DQG�GHSOR\HG� WURRSV� LQWR�
$IJKDQLVWDQ�� DQG� WKH� 8QLWHG� 6WDWHV� EHJDQ� GLUHFWLQJ� DQG�
IXQGLQJ�WKH�0XMDKHGHHQ�WR�¿JKW�WKH�6RYLHW�8QLRQ��WKH\�HYHQ�
FUHDWHG�D�WUDLQLQJ�EDVH�IRU�WKHP�FDOOHG�DO�4DHGD��ZKLFK�PHDQV�
WKH�IRXQGDWLRQ�RU�EDVH��7KH�8QLWHG�6WDWHV��WKURXJK�WKH�&,$��
DUPHG�DQG� WUDLQHG�HO�4DHGD��PRUHRYHU� WKH�&,$� IXQGHG�DQG�
GLUHFWHG�WKLV�ZDU�LQ�VHFUHW��ZKLFK�LV�DW�WKH�KHDUW�RI�VR�PDQ\�
SROLWLFDO�SUREOHPV�LQ�WKH�ZRUOG�WRGD\��7KLV�VWRU\�LV�WROG�LQ�WKH�
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SRSXODU�PRYLH�&KDUOLH�:LOVRQ¶V�:DU�VWDUULQJ�7RP�+DQNV��'XULQJ�
WKLV�SHULRG�&,$�DJHQWV�DQG�VSHFLDO� IRUFHV�VHUYLFHPHQ�EHJDQ�
WUDLQLQJ�WKHVH�UHEHOV��ZKRVH�OHDGHU�ZDV�2VDPD�ELQ�/DGHQ��WKH�
VRQ�RI�RQH�RI�6DXGL�$UDELD¶V�ZHDOWKLHVW�IDPLO\�DQG�IULHQGV�WR�
WKH�6DXGL�UR\DO�IDPLO\�DQG�WKH�%XVKHV�

,Q�WKH�6HSWHPEHU����������DWWDFNV��%U]H]LQVNL��IRUPHU�1DWLRQDO�
6HFXULW\�$GYLVRU�WR�3UHVLGHQW�-LPP\�&DUWHU��ZDV�FULWLFL]HG�IRU�
KLV� UROH� LQ� IRUPLQJ� WKH� 7DOLEDQ� DQG� DO�4DHGD��ZKLFK� KH�KDV�
SXEOLFDOO\�VWDWHG�KH�SODQQHG�ZLWK�&DUWHU�WR�¿JKW�WKH�5XVVLDQV��
ZLWKRXW�WKH�$PHULFDQ�SXEOLF�NQRZLQJ��+RZ�PDQ\�$PHULFDQ¶V�
NQRZ� WKDW� RXU� RZQ�JRYHUQPHQW� KHOSHG� FUHDWH� DO�4DHGD�� RU�
VXSSRUWHG�DQG�ZRUNHG�ZLWK�2VDPD�%LQ�/DGHQ"

2ULJLQDOO\�%LQ�/DGHQ�ZDV�DQ�DVVHW�RI�WKH�&,$�DQG�ZH�ZRUNHG�
ZLWK� KLP� DQG� WUDLQHG� KLP� WR� ¿JKW� WKH� 6RYLHWV�� $IWHU� WKH�
6HSWHPEHU���WK�DWWDFN�WHOHYLVLRQ�KRVW�/DUU\�.LQJ�LQWHUYLHZHG�
6DXGL�$UDELD¶V�DPEDVVDGRU�WR�WKH�8QLWHG�6WDWHV��3ULQFH�%DQGDU�
ELQ�6XOWDQ��RQ�WKH�/DUU\�.LQJ�/LYH�VKRZ�RQ�QDWLRQDO�WHOHYLVLRQ�

'XULQJ�WKH�TXHVWLRQLQJ�/DUU\��NQRZLQJ�3ULQFH�%DQGDU�LV�IULHQGV�
ZLWK�WKH�ELQ�/DGHQ�IDPLO\��DVNHG�KLP�LI�KH�KDV�HYHU�PHW�DQG�
VSRNHQ�ZLWK�2VDPD�ELQ�/DGHQ�SHUVRQDOO\��7KH�3ULQFH�UHSOLHG��
³<HV��RQO\�RQFH��VHYHUDO�\HDUV�DJR�́ �/DUU\�WKHQ�DVNHG�ZKDW�GLG�
KH�KDYH�WR�VD\�WR�\RX"�7R�ZKLFK�WKH�3ULQFH�UHSOLHG�

7KLV� LV� LURQLF��+H�VDLG�WR�WHOO�WKH�$PHULFDQV�KH�DSSUH�
FLDWHV� WKH�VXSSRUW� LQ�$IJKDQLVWDQ�¿JKWLQJ� WKH�JRGOHVV�
5XVVLDQV��+H�FDPH�WR�WKDQN�PH�IRU�P\�HIIRUWV�WR�EULQJ�
WKH�$PHULFDQV�LQ���FXW�WR�FRPPHUFLDO��

Iran Contra Affair

,Q�������DV�YLFH�SUHVLGHQW�XQGHU�5RQDOG�5HJDQ��*HRUJH�%XVK��
6U��LV�HOHFWHG�OHDGHU�RI�WKH�QHZO\�FUHDWHG�&ULVHV�0DQDJHPHQW�
VWDII� RI� WKH� 1DWLRQDO� 6HFXULW\� &RXQFLO�� RYHUVHHLQJ� FRYHUW�
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RSHUDWLRQV��KH�KDG�IRUPDOO\�EHHQ�GLUHFWRU�RI�WKH�&,$���,Q������
5HDJDQ�FUHDWHV�WKH�6WDQGLQJ�&ULVLV�3UHSODQQLQJ�*URXS�WR�WUDLQ�
6DQGLQLVWDV� �H[LOHG� 1LFDUDJXDQV�� WR� VXEYHUW� DQG� DWWDFN� WKH�
QHZO\�HOHFWHG�SUHVLGHQW�RI�1LFDUDJXD��ZKR�ZDQWHG�WR�QDWLRQ�
DOL]H�WKH�RLO�UHVHUYHV��6R��5HDJDQ�SLFNV�9LFH�3UHVLGHQW�%XVK��
ZKR� KDV� DOUHDG\� VHUYHG� DV� KHDG� RI� WKH� &,$� DV� LWV� GLUHFWRU��
%XVK�WKHQ�KLUHV�&RORQHO�2OLYHU�1RUWK��D�EODFN�RS¶V�VSHFLDOLVW��
WR�DVVLVW�KLP��DV�ZHOO�DV�H[�&,$�DVVRFLDWHV�'RQDOG�*UDFH�DQG�
)HOL[�5RGULJXH]��,Q�'HFHPEHU�RI�WKDW�VDPH�\HDU�WKH�&RQJUHVV�
SDVVHG� WKH� %RODQG� $PHQGPHQW� IRUELGGLQJ� WKH� WUDLQ�
LQJ�� DUPLQJ�� RU� VXSSRUWLQJ� WKH�6DQGLQLVWDV��6R� WKH�1DWLRQDO�
6HFXULW\�&RXQFLO��16&��FUHDWHV�DQRWKHU�HQWLW\�FDOOHG�WKH�6PLWK�
5LFKDUGVRQ�)RXQGDWLRQ��ZKLFK�¿UVW�UDLVHV�PLOOLRQV�RI�GROODUV�LQ�
WKH�SULYDWH�VHFWRU��LQFOXGLQJ�RLO�PRQH\��DQG�WKHQ�VHQGV�WKRVH�
PLOOLRQV� WR� WKH� 6DQGLQLVWDV�� VXEYHUWLQJ� WKH� LQWHQWLRQ� RI� WKH�
%RODQG�DPHQGPHQW�WKDW�ZDV�SDVVHG�DV�ODZ�

7KH�1DWLRQDO�6HFXULW\�3ODQQLQJ�*URXS��DOVR�KHDGHG�XS�E\�%XVK�
6U���ZDV� WKHQ� FUHDWHG� WR� GLVFXVV� RWKHU�ZD\V� WR� VXSSRUW� WKH�
6DQGLQLVWDV��DQG�WKHLU��%XVK¶V��VXJJHVWLRQ�ZDV�WR�VHOO�PLVVLOHV�
WR� ,VUDHO� DQG�KDYH� WKHP�VHQG� WKRVH�PLOOLRQV� LQ� SD\PHQW� WR�
WKH�6DQGLQLVWDV��$FFRUGLQJ�WR�1DWLRQDO�6HFXULW\�$GYLVRU�5REHUW�
0F)DUODQH��ZKR�ZDV�WKHUH��9LFH�3UHVLGHQW�%XVK��&,$�'LUHFWRU�
&DVVH\�� DQG� 3UHVLGHQW� 5HDJDQ� DOO� VDLG� \HV� WR� WKH� LGHD�� EXW�
6HFUHWDU\�RI�6WDWH�6KXOW]�DQG�6HFUHWDU\�RI�'HIHQVH�:HLQEHUJHU�
VDLG�QR��1H[W��JHWWLQJ�ZLQG�RI�WKLV�FRYHUW�DFWLRQ��WKH�FRQJUHVV�
SDVVHG�WKH�%RODQ�$PHQGPHQW�,,��������³FODULI\LQJ´�WKDW�WKH�
8QLWHG�6WDWHV�LV�WR�KDYH�QR�GLUHFW�RU�LQGLUHFW�LQYROYHPHQW�ZLWK�
VXSSRUWLQJ�WKH�6DQGLQLVWDV�LQ�DQ\�ZD\��$V�KLVWRU\�VKRZV��WKH\�
LJQRUHG�WKH�ODZ�DQG�VHQW�PRQH\�DQG�DUPV�DQ\ZD\��7KHLU�OR\�
DOW\�ZDV�WR�WKH�HOLWH�WKH\�VHUYHG��QRW�WKH�ZLOO�DQG�WKH�ODZ�RI�
WKH�SHRSOH�

6RPH�RI�WKH�¿QGLQJV�RI�WKH�,UDQ�&RQWUD�LQYHVWLJDWLRQ�LQFOXGH��
&KDUOHV�$OOHQ¶V��&,$��VWDWHPHQW�WKDW�³WKH�,UDQLDQ�3DUOLDPHQW�
KDG�EHHQ�GLVFXVVLQJ�KRZ�*HRUJH�%XVK�LV�RUFKHVWUDWLQJ�D�8�6��
LQLWLDWLYH�WR�VHOO�DUPV�WR�,UDQ�WR�JDLQ�UHOHDVH�RI�WKH�$PHULFDQ�
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KRVWDJHV´���������,Q������$PLUDQ�1LU��KHDG�RI�,VUDHOL�FRXQWHU�
LQWHOOLJHQFH��PHHWV�ZLWK�2OLYHU�1RUWK�LQ�,VUDHO�WR�GLVFXVV�VHOO�
LQJ�DUPV�WR�,UDQ�IRU�KRVWDJHV��VKRUWO\�WKHUHDIWHU�1LU�FRPHV�WR�
:DVKLQJWRQ�WR�PHHW�ZLWK�2OLYHU�1RUWK�DQG�$GPLUDO�3RLQGH[WHU�

7KH�QH[W�GD\�6HFUHWDU\�RI�'HIHQVH�&DVSHU�:HLQEHUJHU�GLUHFWV�
*HQHUDO� &ROLQ� 3RZHO� WR� VKLS� 7RZ� DQWLWDQN� PLVVLOHV� WR� ,UDQ��
EUHDNLQJ�WKH�ODZ��7KH\�WKRXJKW�WKH\�ZHUH�DERYH�LW��DQG�WKH\�
ZHUH�GRZQULJKW�VPXJ�WHVWLI\LQJ�DW�WKH�KHDULQJV��7KH\�UHVHQWHG�
XV�IRU�HYHQ�TXHVWLRQLQJ�WKHP��7KH\�OLH��WKH\�GHQ\��WKH\�VLPSO\�
GHI\�WKH�&RQJUHVV�DQG�WKH�ODZ�WR�EH�WUXH�WR�WKH�HOLWH²WKH�FDU�
WHO��,W¶V�D�VWDWH�RI�FRQVFLRXVQHVV��WKH\�DUH�LQGRFWULQDWHG�LQWR�
D�EHOLHI�V\VWHP�WKDW�KDV�PDQXIDFWXUHG�D�FRQVHQW�DPRQJVW�LWV�
PHPEHUV�� LW¶V�D�PDQXIDFWXUHG�VWDWH�RI�PLQG��D�PHQWDO�FRQ�
GLWLRQLQJ�� DQG� WKRVH� LQ� LW� UDUHO\�HYHQ� UHDOL]H� WKH\�DUH�EHLQJ�
SOD\HG��0RVW�FLWL]HQV�LQ�RXU�GHPRFUDF\�DUH�REOLYLRXV�DQG�LJQR�
UDQW�RI�ZKDW¶V� UHDOO\�JRLQJ�RQ� LQ� WKH�ZRUOG��DQG�GRQ¶W� UHDOO\�
FDUH��$SDWK\�LV�FUHDWHG�E\�GHVLJQ��7KLV�LV�D�FXUVH�WR�RXU�FXOWXUH�
WKDW�DOO�FLWL]HQV�QHHG�WR�DGGUHVV�

7KLV�QH[W�SLHFH�RI�LQIRUPDWLRQ�LV�DPRQJ�WKH�PRVW�WHOOLQJ��*HRUJH�
:��%XVK��WKHQ�DQ�RLOPDQ�DQG�ODWHU�SUHVLGHQW��SXUFKDVHV�D�FRQ�
WUROOLQJ� LQWHUHVW� LQ� WKH�+DUNHQ�2LO� &RPSDQ\�DQG� EHFRPHV�
LWV�&(2��$IWHU�WDNLQJ�FRQWURO�RI�WKH�ERDUG�RI�GLUHFWRUV��DV�WKH�
PDMRULW\� VWRFNKROGHU�� KH� EULQJV� RQ� 6KHLN� $EGXOODK� %DNKDVK�
IURP�WKH�%&&,�EDQN��ZRUOG¶V�ODUJHVW�EDQN�IRU�DUPV�GHDOV��GUXJ�
WUDI¿FNLQJ��PRQH\�ODXQGHULQJ��DQG�D�&,$�DVVHW��WR�WKH�ERDUG�
RI�GLUHFWRUV��:KDW�YHU\�IHZ�SHRSOH�UHPHPEHU�IURP�WKH�,UDQ�
&RQWUD�KHDULQJV�LV�WKDW�LW�ZDV�D�+DUNHQ�2LO�&RPSDQ\�WDQNHU�
WKDW�VKLSSHG�WKRVH�PLVVLOHV�LOOHJDOO\�WR�,UDQ�ZKLOH�*HRUJH�%XVK�
-U��ZDV�LWV�&(2�DQG�WKH�PDMRULW\�RZQHU�RI�WKH�FRPSDQ\��7KLV�
PDNHV�KLP�FXOSDEOH�HYHQ�LI�KH�GLGQ¶W�NQRZ��DQG�REYLRXVO\�KLV�
GDG��%XVK�6HQLRU�NQHZ�VLQFH�KH�ZDV�5HDJDQ¶V�SRLQW�PDQ�RQ�
WKLV� VSHFL¿F� RSHUDWLRQ�� %XW� ZKHQ� DQ\� LQIRUPDWLRQ� FDPH� XS�
UHJDUGLQJ�WKH�%XVKHV�RU�WKHLU�DVVHWV��WKH�PHHWLQJ�ZHQW�EHKLQG�
FORVHG� GRRUV�� 7KHUH� LV� D� OHYHO� RI� JRYHUQPHQW� WKDW� RXU� RZQ�
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&RQJUHVV�FDQQRW�WRXFK��DQG�ZH�DUH�WROG�LW¶V�LQ�WKH�LQWHUHVW�RI�
QDWLRQDO�VHFXULW\�

,W�LV�LPSODXVLEOH�WKDW�WKH�&(2�RI�D�FRPSDQ\�ZRXOGQ¶W�NQRZ�
PLVVLOHV�ZHUH�RQ�ERDUG�KLV�RZQ�VKLS��SDUWLFXODUO\�ZKHQ�KLV�
IDWKHU�KHDGHG�XS�WKH�6HFXULW\�3ODQQLQJ�*URXS�WKDW�VXJJHVWHG�
WKH�LGHD��%RWK�*HRUJH�%XVK�6U��DQG�*HRUJH�%XVK�-U��ZLOOIXOO\�
GH¿HG� WKH� ODZ� H[SOLFLWO\� VWDWLQJ� WKDW�� ��� WKHUH� LV� WR� EH� QR�
DUPV�IRU�KRVWDJHV�WUDGLQJ�DQG����QR�PRQH\�LV�WR�JR�WR�WKH�
6DQGLQLVWDV�� %RWK� %XVKHV� XVHG� WKH� 6HFUHF\� $FW� WR� SURWHFW�
WKHPVHOYHV�IURP�WHVWLI\LQJ�DERXW�WKHVH�NH\�DUHDV��DQG�WKH�
&,$�ZDV�YHU\�XQFRRSHUDWLYH�GXULQJ�WKH�KHDULQJV��\HW�DJDLQ��
%RWK�IXWXUH�SUHVLGHQWV�OLHG�SXEOLFDOO\��VWDWLQJ�WKDW�WKH\�NQHZ�
QRWKLQJ�DERXW� LW��ZKHQ�WKH\�ZHUH�FOHDUO\�DFWLYHO\� LQYROYHG��
0RVW� RI� WKH� UHFRUGV� KDYH� EHHQ� VHDOHG� RU� ZHUH� GHVWUR\HG�
ZKHQ�*HRUJH�%XVK�6U��EHFDPH�SUHVLGHQW��EXW�1DWLRQDO�3XEOLF�
5DGLR�EURDGFDVW� DQG� UHFRUGHG� WKH�ZKROH�KHDULQJ�� DQG� WKLV�
DXWKRU� KHDUG� LW� OLYH� KLPVHOI�� ,W� LV� LPSRUWDQW� WR�PDNH� SDU�
WLFXODU�QRWH�WKDW�WKRVH�WHVWLI\LQJ��ZKR�ZLOOIXOO\�YLRODWHG�WKH�
%RODQG�DPHQGPHQW�DQG�WKH�H[SUHVV�ZLOO�RI�WKH�SHRSOH��ZHUH�
ULJKWHRXV�DQG� LQGLJQDQW�DERXW�ZKDW� WKH\�GLG��(DFK� FOHDUO\�
H[SUHVVHG�WKDW�WKHLU�ODZV�DQG�UXOHV�WUXPSHG�WKRVH�RI�WKH�ODZ�
RI�WKH�SHRSOH�DQG�WKHLU�WUXH�OR\DOW\�ZDV�IRU�WKHLU�LQQHU�FLUFOH��
WKH�FDUWHO�

*HRUJH�%XVK¶V�+DUNLQ�2LO�WKHQ�EHFRPHV�YHU\�DFWLYH�LQ�GHYHO�
RSLQJ�RLO�LQ�WKH�3HUVLDQ�*XOI�ZLWK�WKH�KHOS�RI�KLV�IDWKHU��ZKR�
LV� QRZ� SUHVLGHQW� RI� WKH� 8QLWHG� 6WDWHV�� 'XULQJ� WKH� SHULRG�
RI�����������WKH�RLO�ULFK�*XOI�QDWLRQ�RI�%DKUDLQ�EURNH�RII�
QHJRWLDWLRQV�ZLWK�JLDQW�$PRFR�2LO�WR�JLYH�H[FOXVLYH�ULJKWV�WR�
H[SORUH�IRU�JDV�DQG�RLO�RII�WKH�VKRUHV�RI�%DKUDLQ�WR�+DUNHQ�
2LO��$W�WKH�VDPH�WLPH�%DKUDLQ�ZDV�FKRVHQ�E\�3UHVLGHQW�%XVK�
DV� WKH�EDVH� WR� VXSSRUW� RXU� ÀHHW� LQ� WKH�*XOI�� D�PXOWLELOOLRQ�
GROODU�FRQWUDFW��6R��QRZ��*HRUJH�%XVK�6U��DQG�*HRUJH�%XVK�
-U��OD\�FODLP�WR�VRPH�RI�WKH�ODUJHVW�NQRZQ�JDV�DQG�RLO�¿HOGV�
LQ�WKH�ZRUOG�
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House of Bush

7KHUH�DUH�PDQ\�KLVWRULF�8�6��SROLWLFDO�IDPLOLHV�WKDW�KDYH�KDG�D�
VLJQL¿FDQW�LPSDFW�RQ�WKH�SROLWLFV�DQG�HFRQRPLFV�RI�WKH�8QLWHG�
6WDWHV��6RPH�KDYH�D�JHRJUDSKLFDO�SRZHU�EDVH�� VXFK�DV� WKH�
.HQQHG\V�LQ�0DVVDFKXVHWWV��WKH�/RQJ�IDPLO\�ZLWK�/RXLVLDQD��
5RRVHYHOW� LQ� 1HZ� <RUN�� WKH� /HHV� LQ� 9LUJLQLD�� WKH� 'DOH\V� LQ�
,OOLQRLV��WKH�0XKOHQEHUJV�LQ�3HQQV\OYDQLD��RU�WKH�7DIWV�LQ�2KLR��
:H¶YH� UHFHQWO\�KDG�8GDOOV�VHUYLQJ�FRQJUHVV� LQ�&RORUDGR�DQG�
1HZ�0H[LFR�� %URZQV� LQ� &DOLIRUQLD�� DQG� WKH� 5RFNHIHOOHUV� DUH�
ZHOO� UHSUHVHQWHG�� WRR�� 7KH� %XVK� IDPLO\� ZDV� RULJLQDOO\� IURP�
2KLR�DQG�&RQQHFWLFXW�EXW�DUH�QRZ�PRUH�DVVRFLDWHG�ZLWK�7H[DV�
DQG�)ORULGD��:KDW�EHFRPHV�HYHQ�PRUH�LQWHUHVWLQJ�LV�WR�ORRN�DW�
WKH�UHODWLRQVKLSV�EHWZHHQ�HDFK�RI�WKH�SUHVLGHQWV�RI�WKH�8QLWHG�
6WDWHV�

$FFRUGLQJ�WR�OHDGLQJ�H[SHUWV��*HQHDORJLFV�DQG�5RJOR��ZH�WDNH�
D�UHFHQW�H[DPSOH�RI�*HRUJH�+�:��%XVK��+H�LV�IRXUWK�FRXVLQ�¿YH�
WLPHV�UHPRYHG�RI�8�6��SUHVLGHQW�0LOODUG�)LOOPRUH��¿IWK�FRXVLQ�
IRXU�WLPHV�UHPRYHG�RI�8�6��SUHVLGHQW�)UDQNOLQ�3LHUFH��VHYHQWK�
FRXVLQ�IRXU�WLPHV�UHPRYHG�RI�8�6��SUHVLGHQW�$EUDKDP�/LQFROQ��
VL[WK� FRXVLQ� WKUHH� WLPHV� UHPRYHG� RI�8�6�� SUHVLGHQW�8O\VVHV�
6��*UDQW��VL[WK�FRXVLQ�WKUHH�WLPHV�UHPRYHG�RI�8�6��SUHVLGHQW�
5XWKHUIRUG�%��+D\V��IRXUWK�FRXVLQ�WKUHH�WLPHV�UHPRYHG�RI�8�6��
SUHVLGHQW� -DPHV� *DU¿HOG�� VHYHQWK� FRXVLQ� WZLFH� UHPRYHG� RI�
8�6��SUHVLGHQW�*URYHU�&OHYHODQG��VHYHQWK�FRXVLQ�WKUHH�WLPHV�
UHPRYHG�RI�8�6��SUHVLGHQW�7KHRGRUH�5RRVHYHOW�� VL[WK�FRXVLQ�
WKUHH�WLPHV�UHPRYHG�RI�8�6��SUHVLGHQW�)UDQNOLQ�'��5RRVHYHOW��
VL[WK� FRXVLQ� WKUHH� WLPHV� UHPRYHG� RI� 8�6�� SUHVLGHQW�:LOOLDP�
7DIW�� WHQWK� FRXVLQ� RI� 8�6�� SUHVLGHQW� +HUEHUW� +RRYHU�� VL[WK�
FRXVLQ� WZLFH� UHPRYHG� RI� 8�6�� SUHVLGHQW� 5LFKDUG� 1L[RQ�� DQG�
VHYHQWK�FRXVLQ�RI�8�6��SUHVLGHQW�*HUDOG�)RUG��7KLV�LV�$PHULFD¶V�
UR\DOW\�

:H�EHJLQ�RXU�VWXG\�RI�WKH�%XVK�OHJDF\�IRXU�JHQHUDWLRQV�EDFN�
WR� *HRUJH� :�� %XVK¶V� JUHDW� JUDQGIDWKHU�� 6DPXHO� %XVK�� 7KH�
SDWULDUFKDO�VXFFHVVLRQ�JRHV�DV�IROORZV��6DPXHO�%XVK��3UHVFRWW�
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%XVK��*HRUJH�+�:��%XVK��6U����DQG�*HRUJH�:��%XVK��-U����7KH�
RWKHU�LPSRUWDQW�QDPH�WR�UHFRJQL]H�LV�*HRUJH�+HUEHUW�:DONHU��
ZKRVH� GDXJKWHU�� 'RURWK\��PDUULHG� 3UHVFRWW� %XVK�� DQG� JDYH�
WKH�SURXG�QDPH�:DONHU�WR�WKHLU�FKLOGUHQ��8QGHUVWDQGLQJ�WKH�
LQ�ODZ�OLQN�SOD\V�D�FULWLFDO�SDUW�LQ�XQGHUVWDQGLQJ�WKH�¿QDQFLDO�
KROGLQJV�DQG�SRZHU�EDVH�RI�WKHVH�$PHULFDQ�UR\DO�IDPLOLHV�DQG�
WKHLU�SROLWLFDO�DQG�HFRQRPLF�WLHV�

6DPXHO� %XVK� ������������ ZDV� D� OHDGLQJ� LQGXVWULDOLVW� DQG�
EDQNHU�� ZKR� ZDV� SDUWQHUV� ZLWK� )UDQN� 5RFNHIHOOHU� �-RKQ� '��
5RFNHIHOOHU¶V�EURWKHU��LQ�%XFNH\H�6WHHO�&R��:KHQ�)UDQN�GLHG�
6DPXHO�EHFDPH�SUHVLGHQW��%XFNH\H�ZDV�RQH�RI�WKH�PDMRU�VWHHO�
PDQXIDFWXUHUV�SURYLGLQJ�VWHHO� IRU�UDLOURDGV�DQG�VKLSEXLOGLQJ��
DQG�WKH\�ZHUH�RQH�RI�WKH�ODUJHVW�PDQXIDFWXUHUV�RI�VKHOOV�IRU�
EXOOHWV��LQWHUHVWV�LQ�5HPLQJWRQ��DQG�RWKHU�DUPDPHQWV��6DPXHO�
%XVK�ZDV� DOVR� D� SDUWQHU� LQ� VHYHUDO� UDLOURDG� DQG� RLO� FRPSD�
QLHV�ZLWK�WKH�5RFNHIHOOHUV��+H�ZRUNHG�IRU�+DUULPDQ��RQH�RI�WKH�
ZRUOG¶V�ODUJHVW�PHUFKDQW�EDQNHUV��KH�DOVR�VHUYHG�RQ�WKH�ERDUG�
RI�WKH�)HGHUDO�5HVHUYH�%RDUG�RI�&OHYHODQG��DQG�WKH�+XQWLQJWRQ�
1DWLRQDO�%DQN�RI�&ROXPEXV�

6DPXHO�DOVR�VHUYHG�RQ�WKH�:DU�6HUYLFHV�%RDUG�GXULQJ�::,��
FRRUGLQDWLQJ�WKH�GHYHORSPHQW�RI�RXU�ZDU�LQGXVWU\�WR�VXSSRUW�
WKH�ZDU��6R��WKH�%XVK�IRUWXQH�DQG�SRZHU�EDVH�OLHV�ZLWKLQ�WKH�
LQGXVWULHV� RI� VWHHO�� RLO�� DUPDPHQWV�� VKLSSLQJ�� DQG� EDQNLQJ��
DQG� WKH�%XVK� IDPLO\¶V�DVVHWV�DQG�EXVLQHVV� UHODWLRQVKLSV�DUH�
LQWHUWZLQHG�ZLWK�WKRVH�WKH�5RFNHIHOOHU��:DONHU��+DUULPDQ��DQG�
0RUJDQ��DQG�E\�WKHP�WKH�%DQN�RI�(QJODQG��UR\DO�PRQH\�DQG�
WKH�5RWKVFKLOGV��WKHVH�IDPLOLHV�DUH�WKH�PRVW�LQÀXHQWLDO�LQ�WKH�
LQGXVWULHV� RI� RLO�� EDQNLQJ�� DUPV�PDQXIDFWXULQJ�� DQG� QRZ� LQ�
SROLWLFV�

*HRUJH�+HUEHUW�:DONHU�������������ZDV�WKH�IRXQGHU�DQG�
PDMRULW\�RZQHU�RI�+�*��:DONHU�	�&R���D�OHDGLQJ�,QWHUQDWLRQDO�
%DQNLQJ� FRQJORPHUDWH�� SULPDULO\�PHUFKDQW� EDQNLQJ� �SULYDWH�
PRQH\�RZQLQJ�LQWHUHVW�LQ�FRPSDQLHV�LW�OHQGV�WR���+HUELH�KHOG�
PDMRU� LQWHUHVWV� LQ�$PHULFDQ�6KLSSLQJ�DQG�&RPPHUFH��8QLRQ�
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%DQNLQJ�&RPSDQ\��DQG�WKH�+DPEXUJ�$PHULFDQ�/LQH��WKH�ODUJ�
HVW�VKLS�EXLOGHUV�LQ�WKH�ZRUOG�EDVHG�LQ�+DPEXUJ��*HUPDQ\���
DV�ZHOO�DV�RWKHU�KROGLQJV�LQ�UDLOURDGV��H�J���3DFL¿F�5DLOURDG���
RLO��DQG�ZDV�SDUWQHUV�ZLWK�-�3��0RUJDQ��DQRWKHU�OHDGLQJ�LQGXV�
WULDOLVW�DQG�EDQNHUV��DV�ZHOO�DV�VHUYLQJ�DV�SUHVLGHQW�RI�:�$��
+DUULPDQ¶V�PHUFKDQW�EDQNLQJ�FRPSDQ\��6R��WKH�:DONHU�IDP�
LO\� IRUWXQH� LV� LQ� EDQNLQJ�� RLO�� VKLSEXLOGLQJ�� DQG�PDQXIDFWXU�
LQJ�DUPDPHQWV��VXFK�DV�ZDU�VKLSV�XVHG� LQ�:RUOG�:DU�,�DQG�
,,�� +HUELH¶V� GDXJKWHU�� 'RURWK\�� PDUULHG� 6DPXHO� %XVK¶V� VRQ�
3UHVFRWW��DQG�WKHLU�VRQ�LV�*HRUJH�+�:��%XVK��3UHVLGHQW�%XVK�
6U��

$YHULOO�+DUULPDQ� ������������ VHUYHG� DV� JRYHUQRU� RI� 1HZ�
<RUN��DPEDVVDGRU� WR� WKH�8QLWHG�.LQJGRP�DQG�5XVVLD�GXULQJ�
::,,�� DQG� ZDV� VHFUHWDU\� RI� FRPPHUFH� XQGHU� 7UXPDQ�� +H�
RZHG�WKH�ODUJHVW�PHUFKDQW�EDQN�LQ�$PHULFD�DQG�ZDV�KHDYLO\�
LQYHVWHG� LQ�PDQ\� LQGXVWULHV�� LQFOXGLQJ�+DUULPDQ�(QWHUSULVHV�
�WKH� ZRUOG¶V� ODUJHVW� VKLSSLQJ� OLQH��� +DPEXUJ�$PHULFDQ�
/LQH� �DORQJ�ZLWK�+HUELH�:DONHU���+DUULPDQ�0RUWRQ�6KLSSLQJ�
�ZLWK� -�3��0RUJDQ���DQG�:DONHU�+DUULPDQ� LQ�%HUOLQ� �SDUWQHUV�
ZLWK�:DUEXUJ�%DQN��RQH�RI� WKH� ODUJHVW�QDPHV� LQ�EDQNLQJ� LQ�
(XURSH���+H�ZDV�GLUHFWRU�RI�8QLRQ�3DFL¿F�5DLOURDG��SUHVLGHQW�
RI�6RXWKHUQ�3DFL¿F�5DLOURDG��DQG�RZQHG�SDUW�RI�:HOOV�)DUJR�
%DQN��+DUULPDQ�ZDV�DOVR�PDMRULW\�VKDUH�KROGHU�RI�+DUULPDQ�
)LIWHHQ�&RUSRUDWLRQ��DORQJ�ZLWK�:DONHU�DQG�%XVK��ZKLFK�RZQHG�
D�PDMRULW\�RI�6LOHVLDQ�+ROGLQJV�WKDW�PLQHG�RQH�WKLUG�RI�WKH�FRDO�
DQG�]LQF�PLQLQJ�RSHUDWLRQV�LQ�*HUPDQ\��DQG�SURGXFHG�PRVW�RI�
WKH�VWHHO�DQG�DUPDPHQWV�XVHG�LQ�WKH�ERWK�ZRUOG�ZDUV�

,Q� ����� :�$�� +DUULPDQ� PHUJHG� ZLWK� %URZQ� %URWKHUV�� ZKR�
ZHUH�WKH�ODUJHVW�PHUFKDQW��SULYDWH��EDQNLQJ�¿UP�LQ�WKH�8QLWHG�
.LQJGRP��SHUVRQDOO\�PDQDJLQJ�WKH�TXHHQ�RI�(QJODQG¶V�¿QDQFHV��
LQFOXGLQJ� 5R\DO� 'XWFK� 6KHOO� RLO� FRPSDQ\� �ZKLFK� VKH� RZQHG�
MRLQWO\�ZLWK�4XHHQ�%HDWULFH�RI� WKH�1HWKHUODQGV�� WR� IRUP� WKH�
ODUJHVW�SULYDWH�PHUFKDQW�EDQN�LQ�WKH�ZRUOG��%URZQ�%URWKHUV�
+DUULPDQ��,Q������+DUULPDQ�SDUWQHUHG�XS�ZLWK�)ULW]�7K\VVHQ�
WR�IRUP�WKH�8QLRQ�%DQNLQJ�&RUSRUDWLRQ��RI�ZKLFK�3UHVFRWW�%XVK�
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EHFDPH�WKH�GLUHFWRU��7KH�7K\VVHQ�IDPLO\�ZDV�RQH�RI�WKH�ODUJ�
HVW�LQGXVWULDOLVWV�LQ�*HUPDQ\��)ULW]�FRQWUROOHG�WKH�*HUPDQ�6WHHO�
7UXVW��ZKLFK�SURGXFHG����SHUFHQW�RI�*HUPDQ\¶V�SLJ�LURQ��DQG�
PDQXIDFWXUHG�PRVW�RI� WKH�PDWHULDOV�+LWOHU�XVHG� WR�EXLOG�KLV�
ZDU�PDFKLQH��WKH\�ZHUH�IRUFHG�WR�GLYHVW�*HUPDQ�DVVHWV�DW�WKH�
RQVHW�RI�::,,���)ULW]¶V�RWKHU�SDUWQHU�ZDV�%XVK�DQG�)ULHGULFN�
)OLFN��DQRWKHU�ODUJH�LQGXVWULDOLVW�LQ�*HUPDQ\��6R��WKH�+DUULPDQ�
KROGLQJV�LQFOXGH�EDQNLQJ��RLO��VKLSSLQJ��VWHHO��DUPDPHQWV��DQG�
PLQLQJ��WKH\�DUH�DOO�SDUWQHUV²�D�V\QGLFDWH�

6R��EHIRUH�ZH�EHJLQ�RXU�VWXG\�RI�3UHVFRWW�%XVK��6DPXHO¶V�VRQ��
+HUELH¶V�:DONHU¶V� VRQ�LQ�ODZ�� DQG� +DUULPDQ¶V� HPSOR\HH� DQG�
ODWHU�SDUWQHU��ZH�VHH�WKH�%XVK¶V�IRUWXQH�LV�WLHG�WR�WKH�LQGXVWULHV�
RI�EDQNLQJ��RLO��VWHHO��DUPDPHQWV��VKLSSLQJ��DQG�PLQLQJ��DV�ZHOO�
DV� RWKHUV��� WKH\� DUH�SDUWQHUV�ZLWK� WKH�5RFNHIHOOHUV��%URZQV�
�DQG�E\� WKHP�WKH�TXHHQV�RI�(QJODQG�DQG� WKH�1HWKHUODQGV���
WKH� 7K\VVHQV� DQG� )OLFNV� �ODUJHVW� LQGXVWULDOLVWV� LQ�*HUPDQ\���
DV� ZHOO� DV� -�3�� 0RUJDQ�� WKH�:DUEXUJV�� DQG� WKH� 9DQGHUELOWV��
7KH�%XVK�IDPLO\�QRZ�SOD\V�D�NH\�UROH�LQ�WKH�ODUJHVW�PHUFKDQW�
EDQNLQJ��SULYDWH�LQYHVWPHQW��FRPSDQLHV�LQ�WKH�ZRUOG�DQG�KDV�
PDMRU�KROGLQJV�LQ�EDQNLQJ��RLO��DUPDPHQWV��VWHHO��VKLSSLQJ�DQG�
PLQLQJ��EHIRUH�HLWKHU�RI�$PHULFD¶V�IXWXUH�SUHVLGHQWV�ZHUH�ERUQ�

3UHVFRWW� %XVK� ������������ ZDV� D� 8�6�� 6HQDWRU� IURP�
&RQQHFWLFXW�� D� SDUWQHU� ZLWK� %URZQ� %URWKHUV� +DUULPDQ� DQG�
'LUHFWRU� RI� +HUELH� :DONHU¶V� 8QLRQ� %DQNLQJ� &RUS�� RI� 1HZ�
<RUN��3UHVFRWW�ZRUNHG� LQ� LQWHOOLJHQFH�JDWKHULQJ�GXULQJ�::,��
DQG�ZDV�RQH�RI� WKH�SULQFLSDO� IRXQGHUV� RI� WKH�&,$�� DQG�DOVR�
GLUHFWHG�LQYHVWPHQWV�ZLWK�%URZQ�%URWKHUV�+DUULPDQ��3UHVFRWW�
DOVR�VHUYHG�RQ�WKH�ERDUG�RI�&%6�EURDGFDVWLQJ��3UHVFRWW�PDU�
ULHG� 'RURWK\� :DONHU�� GDXJKWHU� RI� +HUELH� :DONHU�� DQG� KDG�
¿YH�FKLOGUHQ��3UHVFRWW��%XVK\��%XVK��*HRUJH�+HUEHUW�:DONHU�
%XVK��IRUW\�¿UVW�SUHVLGHQW���1DQF\�%XVK��-RQDWKDQ�%XVK��DQG�
:LOOLDP��%XFN\��%XVK��-RQDWKDQ�%XVK�UDQ�WKH�5LJJV�%DQN��WKH�
ODUJHVW�EDQN�LQ�:DVKLQJWRQ�'&��WKH�RQO\�)HGHUDO�'HSRVLWRU\�LQ�
:DVKLQJWRQ��WKLV�EDQN�LV�IDPRXV�IRU�EHLQJ�XVHG�E\�DPEDVVD�
GRUV�DQG�IRU�¿QDQFLQJ�WKH�WHOHJUDSK�DQG�SURYLGLQJ������PLOOLRQ�
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WR�WKH�JRYHUQPHQW�IRU�WKH�SXUFKDVH�RI�$ODVND��DV�ZHOO�DV�EHLQJ�
SDUW�RI� WKH�)HGHUDO�5HVHUYH��:LOOLDP�%XVK�ZDV�&(2�RI�%XVK�
2¶'RQQHOO�	�&R���DQ�LQYHVWPHQW�EDQNLQJ�FRPSDQ\�ZRUNLQJ�LQ�
WKH�LQGXVWULHV�DOUHDG\�PHQWLRQHG��6R��GXULQJ�WKH�QH[W�JHQHUD�
WLRQ��WKH�%XVK�IDPLO\�IRUWXQH�JUHZ�DV�WKH�QHHG�IRU�ZHDSRQV��
RLO��DQG�PRQH\�JUHZ��3UHVFRWW�PRYHG�WKH�IDPLO\�XS�LQWR�WKH�
QH[W�HFKHORQ�RI�WKH�JOREDO�SRZHU�EDVH��DQG�GUHZ�WKH�IDPLO\�
LQWR� WKH� SROLWLFDO� DUHQD�� %HLQJ� SDUW� RI� WKH� IRXQGLQJ� RI� ERWK�
WKH�&,$�DQG�LQ�WKH�)HGHUDO�5HVHUYH��%XVK�EHFRPHV�RQH�RI�WKH�
PRVW�SRZHUIXO�QDPHV�LQ�$PHULFD�

*HRUJH� +HUEHUW� :DONHU� %XVK� ������SUHVHQW�� VHUYHG� DV�
6HQDWRU��'LUHFWRU�RI�WKH�&,$��9LFH�3UHVLGHQW��DQG�WKHQ�IRUW\�
¿UVW�SUHVLGHQW�RI�WKH�8QLWHG�6WDWHV��$IWHU�VHUYLQJ�DV�WKH�\RXQJ�
HVW�DYLDWRU�LQ�::,,��*HRUJH�+�:��%XVK��6U���ZRUNHG�IRU�WKH�RLO�
GULOOLQJ�FRPSDQ\�'UHVVHU�,QGXVWULHV��DQ�LQYHVWPHQW�RI�%URZQ�
%URWKHUV� +DUULPDQ� �ZKR� ERWK� KLV� IDWKHU� DQG� IDWKHU�LQ�ODZ�
ZHUH�SDUWQHUV���+H�ODWHU�VWDUWHG�%XVK�2YHUE\�2LO���������DQG�
WKHQ�&R�IRXQGHG�=DSDWD�3HWUROHXP�&RUS��ZLWK�¿QDQFLDO�VXS�
SRUW�IURP�KLV�JUDQGIDWKHU�*HRUJH�+HUEHUW�:DONHU��DQG�VWDUWHG�
GULOOLQJ� LQ� WKH� 3HUPLDQ� EDVLQ� LQ� 7H[DV� �������� +H�ZDV� ODWHU�
QDPHG�SUHVLGHQW�RI�WKH�=DSDWD�2IIVKRUH�&RPSDQ\��D�VXEVLGL�
DU\�VSHFLDOL]LQJ�LQ�RIIVKRUH�GULOOLQJ�WKH�IROORZLQJ�\HDU��WKH�QDPH�
=DSDWD�FDPH�IURP�WKH�PRYLH�9LYD�=DSDWD�ZLWK�0DUORQ�%UDQGR���
,Q������6RXWK�3HQQ�2LO��D�5RFNHIHOOHU�KROGLQJ��PHUJHG�ZLWK�
%XVK¶V�=DSDWD�2LO� WR� EHFRPH�3HQQ]RLO� �3HQQV\OYDQLD�=DSDWD�
2LO���,Q������3HQQ]RLO�ZDV�FRQWUDFWHG�WR�GULOO�ZHOOV�LQ�.XZDLW�
DQG�LV�RQH�RI�WKH�ODUJHVW�SURGXFHUV�LQ�WKH�0LGGOH�(DVW��6R��WKH�
%XVKHV� KDYH�PDVVLYH� RLO� KROGLQJV� LQ� .XZDLW�� DQG� RQH� RI� LWV�
VXEVLGLDULHV��6HDFDW�=DSDWD��ZDV�RQH�RI�WKH�ODUJHVW�GULOOHUV�LQ�
WKH�3HUVLDQ�*XOI�

=DSDWD�2IIVKRUH�FRQFHQWUDWHG� LWV�EXVLQHVV� LQ� WKH�&DULEEHDQ��
*XOI� RI� 0H[LFR� DQG� &HQWUDO� $PHULFDQ� &RDVW� LQFOXGLQJ�
1LFDUDJXD�� DQG� KDG� VHYHUDO� VXEVLGLDULHV�� LQFOXGLQJ�� 6HDFDW�
=DSDWD� 2IIVKRUH� �3HUVLDQ� *XOI��� =DSDWD� GH� 0H[LFR�� =DSDWD�
,QWHUQDWLRQDO��=DSDWD�0LQLQJ��=DYDOD�2LO��=DSDWD�2YHUVHDV�DQG�
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���SHUFHQW�RI�$PDWD�*DV�&RUS��8�6��$UP\�LQWHOOLJHQFH�RI¿FHU�
%ULJDGLHU�*HQHUDO�5XVVHOO�%RZHQ�VWDWHV�WKDW�=DSDWD�2LO�ZDV�D�
FRYHU�IRU�&,$�DFWLYLWLHV�LQYROYLQJ�DQWL�&DVWUR�DFWLYLWLHV�DQG�LQ�
SUHSDUDWLRQ� IRU� WKH�%D\�RI�3LJV� LQYDVLRQ�RI�&XED��+LV� IDWKHU�
LV�RQH�RI�WKH�IRXQGHUV�RI�WKH�&,$��=DSDWD�2IIVKRUH�SURYLGHG�
WKH� XVH� RI� WZR� VKLSV� DV� FRYHU� LQ� WKH� %D\� RI� 3LJV� LQYDVLRQ��
7KH�%DUEDUD�-���WKH�QDPH�RI�%XVK¶V�ZLIH��DQG�+RXVWRQ��ZKHUH�
=DSDWD�ZDV�EDVHG���$OOHQ�'XOOHV��ZKR�VHUYHG�DV�GLUHFWRU�RI�WKH�
&,$��ZRUNHG�IRU�WKH�5RFNHIHOOHUV�DQG�ZDV�D�FORVH�IDPLO\�IULHQG�
RI�ERWK�WKH�%XVKHV�DQG�:DONHUV��DQG�FRRUGLQDWHG�WKH�LQYDVLRQ��
(YHQ� WKH�&,$¶V� FRGHQDPH� IRU� WKLV� RSHUDWLRQ�ZDV� ³2SHUDWLRQ�
=DSDWD�́

&,$�OLDLVRQ�RI¿FHU�&RO��/��)OHWFKHU�3URXW\�WHVWL¿HV�WKDW�2SHUDWLRQ�
=DSDWD� XWLOL]HG� WKH� =DSDWD� 2LO� FRPSDQ\� VKLSV� DQG� RIIVKRUH�
RLO� GULOOLQJ�SODWIRUPV� LQ� WKH�RSHUDWLRQ��0RUHRYHU�� IRUPHU�&,$�
2I¿FHUV�5REHUW�7��&URZOH\�DQG�:LOOLDP�&RURVRQ�PHQWLRQ�WKDW�
WKH�&,$�FRQVLGHUHG�%XVK�DQ�DVVHW�LQ�DQ�LQWHUQDO�PHPR�UHOHDVHG�
LQ�������DQG�-��(GJDU�+RRYHU��)%,�'LUHFWRU��LGHQWL¿HV�*HRUJH�
%XVK�DV�ZRUNLQJ�IRU�WKH�&,$�LQ�D�PHPR�IURP�������7KUHH�RI�
%XVK¶V� RWKHU� SDUWQHUV� LQ�=DSDWD��+XJK� /LHGWNH��%LOO� /LHGWNH��
DV� ZHOO� DV� 7KRPDV� -�� 'HYLQH� DOO� KDG� SUHYLRXVO\� ZRUNHG� IRU�
WKH�&,$��2I¿FLDOO\��RI�FRXUVH��WKH�&,$�GHQLHV�DQ\�FRQQHFWLRQ�
�ZKLFK�WKH\�PXVW�DV�LW�ZDV�D�FRYHUW�RSHUDWLRQ���=DSDWD¶V�¿OLQJ�
UHFRUGV� ZLWK� WKH� 8�6�� 6HFXULWLHV� DQG� ([FKDQJH� &RPPLVVLRQ�
GXULQJ�WKRVH�\HDUV�RI�FRYHUW�RSHUDWLRQV�ZHUH�GHVWUR\HG�VKRUWO\�
DIWHU�%XVK�EHFDPH�YLFH�SUHVLGHQW��&OHDUO\�%XVK�6U��PXVW�KDYH�
KDG�VRPH�H[SHULHQFH�LQ�ZRUNLQJ�ZLWK�LQWHOOLJHQFH�ZLWK�WKH�&,$�
EHIRUH� EHFRPLQJ� LWV� GLUHFWRU�� DQG� KLV� LQYROYHPHQW� LQ� FRYHUW�
RSHUDWLRQV�SOD\V�D�ELJ�SDUW�LQ�RXU�VWRU\�

*HRUJH�:��%XVK�VWDUWHG�RXW�DIWHU�FROOHJH�DV�DQ�RLOPDQ�ZKR�
JRW�LQWR�SROLWLFV�ZLWK�WKH�VXSSRUW�RI�WKH�RLO�LQWHUHVWV��LQFOXGLQJ�
WKHLU�RZQ��7KH�:�LQ�%XVK¶V�QDPH�VWDQGV�IRU�:DONHU��WKH�LQ�ODZ�
RLO�PDJQDWH��7KH�%XVK�SUHVLGHQF\�LV�GH¿QHG�E\�WKH�ZDUV�LQ�,UDT�
DQG�$IJKDQLVWDQ��DQG�LQ�VHFXULQJ�$PHULFDV�QDWLRQDO�LQWHUHVWV��
,UDT�KROGV�DURXQG����SHUFHQW�RI�WKH�NQRZQ�SHWUROHXP�UHVHUYHV�
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DQG�LV�H[SHFWHG�WR�KDYH�DGGLWLRQDO�UHVHUYHV�\HW�XQWDSSHG�DQG�
$IJKDQLVWDQ� LV� QHHGHG� IRU� D� FULWLFDO� RLO� SLSHOLQH� DQG� WR� NHHS�
FRPSHWLQJ�RLO�LQWHUHVWV�OLNH�5XVVLD�DQG�&KLQD�RXW�DV�ZHOO�DV�WR�
SXW�SUHVVXUH�RQ�QHLJKERULQJ�,UDQ�

.XZDLW�KDG�RULJLQDOO\�EHHQ�D�SDUW�RI�ZKDW�LV�QRZ�,UDT��WKH�RLO�
FRPSDQLHV�FDUYHG�LW�RXW�DQG�VXSSRUWHG�WKH�ORFDO�WULEDO�OHDGHU�
LQ�UHWXUQ�IRU�RLO�FRQFHVVLRQV��2ULJLQDOO\�,UDT�KDG�EHHQ�DQ�DOO\�
RI� WKH� 8QLWHG� 6WDWHV�� EXW� ZKHQ� 6DGGDP� VWDUWHG� OHWWLQJ� WKH�
5XVVLDQ� DQG� )UHQFK� RLO� FRPSDQLHV� LQ�� DQG� EHJDQ� WUDGLQJ� LQ�
HXURV�LQVWHDG�RI�GROODUV��KH�EHFDPH�RXU�HQHP\��:KHQ�*HRUJH�
:��%XVK�LQYDGHG�,UDT�LQ�WKH�VHFRQG�*XOI�:DU�DQG�WRRN�FRQWURO�
RI�WKH�FRXQWU\��RQH�RI�WKH�¿UVW�WKLQJV�WKH\�GLG�ZDV�VHL]H�FRQ�
WURO�RI�DOO�RLO�SURGXFWLRQ��DQQXOOHG�DOO�FRQWUDFWV�ZLWK�DOO�RWKHU�RLO�
FRPSDQLHV�DQG�JDYH�LW�EDFN�WR�$PHULFDQ�DQG�%ULWLVK�FRPSD�
QLHV��IDYRULQJ�WKRVH�ZLWK�ZKRP�WKH�%XVKHV�DUH�SDUWQHUV�

$IWHU������5LFKDUG�&ODUN��1DWLRQDO�6HFXULW\�$GYLVRU��VWDWHG�
HPSKDWLFDOO\�DQG�ZLWK�FHUWDLQW\� WKDW� ,UDT�KDG�QRWKLQJ� WR�GR�
ZLWK������DQG�WKDW�WKH\�KDG�QR�FDSDFLW\�IRU�PDNLQJ�D�QXFOHDU�
ERPE�LQ�WKH�QHDU�IXWXUH��+H�LV�RQ�UHFRUG�DV�VD\LQJ�WKDW�XSRQ�
KHDULQJ�WKLV��WKH�SUHVLGHQW�WROG�KLP�WR�¿QG�WKH�HYLGHQFH��&ODUN�
UHIXVHG�DQG�ZDV�¿UHG��7KH�&,$�LV�RQ�UHFRUG�DV�VWDWLQJ�WKDW�,UDT�
KDG�QRWKLQJ�WR�GR�ZLWK������DQG�WKH�H[HFXWLYH�EUDQFK�LJQRUHG�
DOO� LQWHOOLJHQFH�JDWKHUHG�E\�WKH�&,$��&,$�LQWHOOLJHQFH�RI¿FHUV�
DUH�RQ�UHFRUG�DV�VWDWLQJ�WKDW�WKH\�UHSHDWHGO\�WULHG�WR�LQIRUP�
SUHVLGHQW�RI�WKH�IDFWV�DQG�WKDW�KH�GLG�QRW�ZDQW�WR�KHDU�WKHP�
DQG�LQVLVWHG�WKDW�WKH\�NHHS�ORRNLQJ�IRU�HYLGHQFH�LQ�,UDT�

,QWHUSRO� DQG� WKH� HQWLUH� LQWHOOLJHQFH� FRPPXQLW\� RI� WKH�ZRUOG�
FLWHG�WKDW� WKHUH�ZDV�DEVROXWHO\�QR�FRQQHFWLRQ�ZLWK�,UDT�DQG�
�����DQG�WKH�8QLWHG�1DWLRQV�LQVSHFWRUV�ZKR�VSHQW�\HDUV�LQYHV�
WLJDWLQJ�WKH�QXFOHDU�FDSDFLW\�RI�,UDT�VWDWHG�ZLWK�FHUWDLQO\�WKDW�
WKHUH�ZDV�QR�HYLGHQFH� WKDW� ,UDT�KDG�³\HOORZ�FDNH�XUDQLXP´�
RU�WKH�FDSDFLW\�WR�PDNH�QXFOHDU�ZHDSRQV��$OO�WKLV�LQIRUPDWLRQ�
LV�DYDLODEOH�WR�WKH�SXEOLF��<HW�3UHVLGHQW�%XVK��9LFH�3UHVLGHQW�
&KHQH\�� DQG� 1DWLRQDO� 6HFXULW\� $GYLVRU� DQG� ODWHU� 6HFUHWDU\�
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RI�6WDWH�5LFH�DOO�FODLPHG�WKDW�,UDT�GLG��RU�PD\�VKRUWO\��KDYH�
QXFOHDU�ZHDSRQV�RQ�QDWLRQDO�QHZV�GHVSLWH�QRW�KDYLQJ�D�VLQJOH�
VKUHG�RI�HYLGHQFH�WR�VXSSRUW�WKDW�FODLP��DQG�EHLQJ�WROG�TXLWH�
WKH�FRQWUDU\�E\�HYHU\�H[SHUW�DQG�DGYLVHU�LQ�RXU�JRYHUQPHQW�
DQG�RXWVLGH�LW�

,Q�)HEUXDU\�������EHIRUH�������&ROLQ�3RZHO��WKHQ�MRLQW�FKLHI�RI�
VWDII�RI�WKH�8QLWHG�6WDWHV�PLOLWDU\�DQG�ODWHU�VHFUHWDU\�RI�VWDWH�
XQGHU�*HRUJH�:��%XVK��VWDWHG�³6DGGDP�+XVVHLQ�KDV�QR�ZHDS�
RQV�RI�PDVV�GHVWUXFWLRQ�́ �DQG�LQ�-XO\�RI������&RQGROHH]]D�5LFH��
WKHQ�QDWLRQDO�VHFXULW\�DGYLVRU�DQG�ODWHU�VHFUHWDU\�RI�VWDWH�DIWHU�
&ROLQ�3RZHOO��DOVR�VWDWHG�LQ�-XO\�RI������³:H�DUH�DEOH�WR�NHHS�
DUPV� IURP�KLP��KLV� IRUFHV�KDYH�QRW�EHHQ� UHEXLOW�́ �+RZHYHU��
DIWHU�6HSWHPEHU���WK� WKH� UKHWRULF� FKDQJHG��DQG�QLJKW� DIWHU�
QLJKW�$PHULFDQV�VDZ�LPDJHV�RI�QXFOHDU�ERPEV�JRLQJ�RII�ZKHQ�
WDONLQJ�DERXW�6DGGDP�DQG�WKH�QHHG�WR�WDNH�KLP�RXW��DQG�WKH�
8QLWHG�6WDWHV�SUHVV�FRPSOHWHO\�UROOHG�RYHU��ZH�GLGQ¶W�UHFHLYH�
DFFXUDWH� QHZV�� ZH� UHFHLYHG� SURSDJDQGD�� DQG� LW� OHG� XV� LQWR�
DQRWKHU�ZDU�$PHULFDQ¶V�GLGQ¶W�ZDQW�

*HQHUDO� &ROLQ� 3RZHO�� VHUYLQJ� DV� VHFUHWDU\� RI� VWDWH�� ZKR�
DQQRXQFHG� WKH� ³<HOORZ� &DNH� XUDQLXP´� LQWHOOLJHQFH� DW� WKH�
8QLWHG� 1DWLRQV� DVVHPEO\� WR� JDLQ� VXSSRUW� IRU� WKH� ZDU�� ODWHU�
DGPLWV�WKDW�WKH�HYLGHQFH�ZDV�ZHDN�DQG�XOWLPDWHO\�XQIRXQGHG��
)LQDOO\��WKH�FRQJUHVVLRQDO�ELSDUWLVDQ������&RPPLVVLRQ�UHSRUW�
FRQFOXGHG�WKDW�,UDT�KDG�QRWKLQJ�WR�GR�ZLWK�������<HW�WKLV�ZDV�
WKH�UHDVRQ�JLYLQJ�WR�WKH�$PHULFDQ�SHRSOH�IRU�JRLQJ�WR�ZDU�LQ�
,UDT��(VVHQWLDOO\�� WKH�ZKROH�WKLQJ�ZDV�WUXPSHG�XS�WR� LQYDGH�
,UDT�DQG�VHL]H�FRQWURO�RI�WKHLU�YDVW�RLO�UHVHUYHV��6DGGDP�ZDV�
FOHDUO\� D� YLFLRXV�GLFWDWRU�� EXW� DOO� LQWHOOLJHQFH�JDWKHULQJ� IURP�
DURXQG�WKH�ZRUOG��LQFOXGLQJ�RXU�RZQ��FOHDUO\�VKRZHG�WKDW�KH�
SODFHG�QR� LPPHGLDWH�WKUHDW�WR�RXU�QDWLRQDO�VHFXULW\�RU�HYHQ�
,VUDHO¶V�� 7KH�%XVK�$GPLQLVWUDWLRQ�JDYH�PLOOLRQV�RI�GROODUV� WR�
WKH�,UDTL�1DWLRQDO�&RQJUHVV�WKDW�VXSSRUWV�ERWK�WKH�$PHULFDQ�
SUHVHQFH�LQ�,UDT�DQG�WKH�GHYHORSPHQW�RI�WKHLU�RLO�E\�$PHULFDQ�
DQG�%ULWLVK�FRPSDQLHV�
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7KH�OHDGHUVKLS�RI�,UDT�DQG�WKH�FRPSDQLHV�WKDW�FRQWURO�LWV�RLO�
GHYHORSPHQW� DUH� FKRVHQ� E\� WKH�$PHULFDQ� JRYHUQPHQW�� 7KH�
FXUUHQW�JRYHUQPHQW�LQ�,UDT�LV�D�SXSSHW�RI�8�6��RLO� LQWHUHVWV��
QRW�WR�VD\�WKH\�DUH�QRW�JHWWLQJ�PRUH�IUHHGRP�WRR��2XU�SUHV�
HQFH�WKHUH�LV�WR�FRQWURO�WKH�RLO��7KH�ZDUV�LQ�,UDT�DUH�DOO�DERXW�
RLO��0RUHRYHU�� WKH� SHRSOH�ZKR� EURXJKW� XV� LQWR�ZDU� DOO� KDYH�
ZRUNHG�IRU�WKH�RLO�LQGXVWU\��EDQNLQJ��DQG�GHIHQVH�FRQWUDFWRUV��
DQG�WKH\�DOO�SUR¿W�IURP�WKH�ZDU��0RUHRYHU��WKH�8�6��'HIHQVH�
'HSDUWPHQW� LV� XQDEOH� WR� SURSHUO\� DFFRXQW� IRU� ����� ELOOLRQ�
LQ� ,UDTL� RLO�PRQH\� WDSSHG� E\� WKH�8QLWHG� 6WDWHV� IRU� UHEXLOG�
LQJ�,UDT��WKDW¶V�QRW�DQ�DFFRXQWLQJ�HUURU��DOO�PRQH\�LV�WUDFNHG�
WKURXJK�WKH�EDQNLQJ�V\VWHP��7KDW�PRQH\�ZDV�VWROHQ�DQG�QRZ�
$PHULFDQV�KDYH�WR�SD\�WKDW�ELOO�QR�PDWWHU�ZKR�KDV�WKH�PRQH\�
RU�ZKDW� LW¶V� EHLQJ�XVHG� IRU�� <HW�� WKRVH� UHVSRQVLEOH�KDYH�QRW�
EHHQ�SXQLVKHG�DQG� WKH� LVVXH� LV� OHIW�XQUHVROYHG��&RQJUHVV� LV�
LPSRWHQW��WKH�$PHULFDQ�SHRSOH�QHHG�WR�OHDUQ�WKH�IDFWV�DQG�JHW�
LQYROYHG�EHFDXVH�RXU�UHSUHVHQWDWLYHV�DUH�QRW�GRLQJ�WKHLU�MRE�

Dominant Global Military Presence

,Q�RUGHU�WR�ERWK�SURWHFW�WKH�KRPHODQG�DQG�VHFXUH�$PHULFD¶V�
QDWLRQDO� LQWHUHVWV�� DV� RI� 0DUFK� ������ WKH� 8QLWHG� 6WDWHV�
PDLQWDLQV�RYHU�����PLOLWDU\�EDVHV� LQ�DW� OHDVW�����FRXQWULHV��
&XUUHQWO\� ������� $PHULFD� NHHSV� VRPH� ���������� SHUVRQ�
QHO� RQ� DFWLYH� GXW\� LQ� WKH� 8QLWHG� 6WDWHV� DQG� LWV� WHUULWRULHV��
DQG�KDV�DQRWKHU�PLOOLRQ�RU�VR� LQ� UHVHUYH��7KH�8QLWHG�6WDWHV�
DOVR� PDLQWDLQV� EDVHV� LQ� (XURSH� �*HUPDQ\�� *UHHFH�� ,WDO\��
8QLWHG�.LQJGRP��6SDLQ��1RUZD\��6ZHGHQ��%HOJLXP��3RUWXJDO��
1HWKHUODQGV��*UHHQODQG��)UDQFH��3RODQG��7XUNH\��DQG�.RVRYR���
,Q�$VLD�DQG�2FHDQLD��6RXWK�.RUHD��-DSDQ��3KLOLSSLQHV��'LHJR�
*DUFLD�� 6LQJDSRUH�� 7KDLODQG�� 0DOD\VLD�� $XVWUDOLD�� 0DUVKDOO�
,VODQGV�� DQG� 1HZ� =HDODQG��� /DWLQ� $PHULFD� �$QWLJXD�� 6DLQW�
+HOHQD��&XED��1HWKHUODQGV�$QWLOOHV��DQG�3DQDPD���0RVW�RI�WKH�
PLOLWDU\�LQ�/DWLQ�$PHULFD�VWXGLHG�LQ�$PHULFD��,Q�$IULFD�'XERXWL��
.HQ\D��(J\SW��6LQDL�'HVHUW�DQG�WKH�8QLWHG�6WDWHV�LV�FUHDWLQJ�



126  |  MONEY & POWER

D�ZKROH�PLOLWDU\�FRPPDQG�IRU�$IULFD²$IUL&RP²WR�SURWHFW�WKH�
UHFHQW� RLO� UHVHUYHV� GLVFRYHUHG� WKHUH�� ,Q� WKH�0LGGOH� (DVW�ZH�
KDYH�VRPH��������WURRSV�LQ�,UDT�DQG��������LQ�$IJKDQLVWDQ�
�$XJXVW� ������� DV�ZHOO� DV� EDVHV� LQ� 4DWDU�� %DKUDLQ�� .XZDLW��
2PDQ��DQG�WKH�8QLWHG�$UDE�(PLUDWHV��$OPRVW�WKH�HQWLUH�PLOL�
WDU\�RI�,VUDHO� LV�VXEVLGL]HG�E\�WKH�8QLWHG�6WDWHV��WKH�8QLWHG�
6WDWHV�GRPLQDWHV�WKH�0LGGOH�(DVW�

0LOLWDU\�SRZHU��%UD]LO��)UDQFH��,QGLD��5XVVLD��7KDLODQG��&KLQD��
DQG�WKH�8QLWHG�.LQJGRP�HDFK�KDYH�RQH�VPDOO�DLUFUDIW�FDUULHU��
,WDO\�DQG�6SDLQ�HDFK�KDYH�WZR��EXW�RQO\�$PHULFD�KDV�VXSHUFDU�
ULHUV��7KH�8QLWHG�6WDWHV�KDV�HOHYHQ�FDUULHUV��SOXV�PDQ\�RWKHU�
DLU�WUDQVSRUW�VKLSV��PRUH�SRZHUIXO�VXEPDULQHV��DLU�SRZHU��DQG�
D� ODUJH�VHDVRQHG�DQG�D�WHFKQLFDOO\�VRSKLVWLFDWHG�DUP\��:LWK�
VDWHOOLWHV�DQG�VWHDOWK�WHFKQRORJLHV��WKH�8QLWHG�6WDWHV�FDQ�GURS�
D�ERPE�RQ�DQ\RQH�DQ\ZKHUH�DQG�DW�DQ\WLPH��2XU�LQWHOOLJHQFH�
QHWZRUN�LV�LQ�HYHU\�FRXQWU\��:H�HYHQ�KDYH�SULYDWH�DUPLHV��VR�
WKH�8QLWHG�6WDWHV�FDQ�GHQ\�LQYROYHPHQW��7KH�ZRUOG�KDV�VHHQ�
QRWKLQJ�OLNH�WKLV��7KH�8QLWHG�6WDWHV�LV�D�VWDELOL]LQJ�LQÀXHQFH�LQ�
WKH�ZRUOG��D�VWURQJ�DOO\�WR�¿JKW�HYLO�UHJLPHV��EXW�DOO�WRR�RIWHQ�
QRZ�WKH�8QLWHG�6WDWHV�LV�DOVR�FRQVLGHUHG�E\�PXFK�RI�WKH�ZRUOG�
DV�WKH�(YLO�(PSLUH��ZKHUH�D�IHZ�ULFK�FRQWURO�WKH�ZRUOG��,W¶V�WKH�
��SHUFHQW�YHUVHV�WKH�ZRUOG�LQ�WKH�PLQGV�RI�WKH�PDVVHV²UHSUH�
VHQWDWLYH�JRYHUQPHQW�YHUVHV�WKH�GDUN�VLGH�

7KH�PLOLWDU\�LV�WKH�DUP�RI�SRZHU��ZKLFK�LV�GLUHFWHG�E\�PRQH\��
ZKRHYHU�FRQWUROV�WKH�PRQH\�FRQWUROV�WKH�SRZHU�
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6WDQGDUG� 2LO� &RPSDQ\�� HVWDEOLVKHG� LQ� ����� E\� -RKQ� '��
5RFNHIHOOHU��ZDV�WKH�ODUJHVW�RLO�FRPSDQ\�LQ�WKH�ZRUOG��FRQWURO�
OLQJ�RYHU����SHUFHQW�RI� WKH�ZRUOG¶V�SHWUROHXP� UHVRXUFHV�� ,Q�
�����WKH�FRQJUHVV�SDVVHG�WKH�6KHUPDQ�$QWLWUXVW�$FW�WR�VWRS�
SULFH�¿[LQJ��GULYLQJ�WKH�SULFH�XS�DQG�NHHSLQJ�FRPSHWLWLRQ�RXW��
DQG�6WDQGDUG�2LO�ZDV�EURNHQ�XS�LQWR��([[RQ��0RELO��6RFDO��
&KHYURQ� �IRUPDOO\� &KHYURQ�7H[DFR��� $PRFR�� $WODQWLF�
5LFK¿HOG��$5&2���&RQRFR�3KLOLSV��(VVR��DQG�6RXWK�3HQQ�
2LO��3HQQ]RLO���ZKLFK�ODWHU�PHUJHG�ZLWK�6KHOO�2LO�

8QGHU�WKH�VHFRQG�%XVK�$GPLQLVWUDWLRQ�WKHVH�5RFNHIHOOHU�KROG�
LQJV�ZHUH�DEOH�WR�PHUJH�DJDLQ�FUHDWLQJ�DQ�HYHQ�VWURQJHU�PRQRS�
RO\��DQG�WKH�SULFH�RI�RLO�DJDLQ�VN\URFNHWHG��7KH�RLO�FRPSDQLHV�
VHW�WKH�UHWDLO�SULFH�RI�RLO��SHWUROHXP�SURGXFWV��VXFK�DV��JDVR�
OLQH���D�SRLQW�RYHUORRNHG�E\�WKH�SUHVV�WKDW�IRFXVHV�RQ�FUXGH�RLO�
SULFHV�DV�WKH�FXOSULW�RI�KLJK�JDVROLQH�SULFHV��+LJKHU�FUXGH�SULFHV�
FDXVHG�E\�LQFUHDVLQJ�GHPDQG�UHODWLYH�WR�VXSSO\��HVSHFLDOO\�ZLWK�
&KLQD� DQG� ,QGLD� FRPSHWLQJ� IRU� FUXGH�� FHUWDLQO\� GULYHV� SULFHV�
XS��EXW� WKH�RWKHU� OHDGLQJ�FDXVH�RI�KLJKHU�JDV�SULFHV� LV�ZKDW�
WKH�RLO�FRPSDQLHV�FKDUJH��DQG�WKH\�FKDUJH�ZKDWHYHU�WKH\�ZDQW�
EHFDXVH�WKHUH�LV�QR�ORQJHU�DQ\�FRPSHWLWLRQ��7KH\�DUH�PDNLQJ�D�
IRUWXQH�RQ�XV��MXVW�ORRN�DW�WKHLU�ERWWRP�OLQH�
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$FFRUGLQJ� WR�)RUWXQH�PDJD]LQH¶V�*OREDO������ UDQNLQJ�RI� WKH�
WRS�����FRPSDQLHV�LQ�WKH�ZRUOG��EDVHG�RQ�JURVV�UHYHQXHV�DQG�
SUR¿WV��¿YH�RI�WKH�WRS�WHQ�FRPSDQLHV�LQ�WKH�ZRUOG�DUH�RLO�FRPSD�
QLHV��(DFK�RI�WKHVH�¿YH�FRPSDQLHV��([[RQ�0RELO��5R\DO�'XWFK�
6KHOO��%3��&KHYURQ��DQG�&RQRFR�3KLOLSV��HDFK�UHFHLYHV�PRUH�LQ�
DQQXDO�UHYHQXHV�WKDQ����SHUFHQW�RI�WKH�FRXQWULHV�LQ�WKH�ZRUOG��
2QFH� WKLV� 5RFNHIHOOHU� ([[RQ�0RELO�&KHYURQ�&RQRFR�3KLOLSV�
PRQRSRO\� ZDV� HVWDEOLVKHG� WKURXJK� WKH� %XVK� $GPLQLVWUDWLRQ�
HDFK�RI�WKH�RLO�FRPSDQLHV�LQ�WKLV�PRQRSRO\�VWDUWHG�UHFRUGLQJ�
UHFRUG�SUR¿WV��,Q������&KHYURQ�SRVWHG�UHFRUG�SUR¿WV�IRU�WKH�
IRXUWK� VWUDLJKW� \HDU�� HDUQLQJ� ������ ELOOLRQ�� ([[RQ�0RELO�� WKH�
ZRUOG¶V�ODUJHVW�RLO�FRPSDQ\�PDGH�D�QHZ�ZRUOG�UHFRUG�E\�SRVW�
LQJ�D�������ELOOLRQ�SUR¿W� LQ�������([[RQ�0RELO¶V�UHYHQXHV�RI�
�����ELOOLRQ�H[FHHG�WKH�JURVV�GRPHVWLF�SURGXFW��*'3��RI�RYHU�
����FRXQWULHV��6R��\HV��SDUW�RI�\RXU�KLJKHU�JDV�SULFHV�DUH�GXH�
WR� LQFUHDVHG� GHPDQG� UHODWLYH� WR� ODJJLQJ� VXSSO\� SXVKLQJ� XS�
WKH�SULFH�RI�FUXGH�RLO��EXW�D�YHU\�ODUJH�SHUFHQWDJH�FRPHV�IURP�
JRXJLQJ�IURP�WKH�RLO�PRQRSRO\�ZKLFK�LV�FOHDUO\�VKRZQ�LQ��UH¿Q�
LQJ�FRVWV�DQG�WKH�LQFUHDVHG�SUR¿WV�RI�WKH�RLO�FRPSDQLHV��7KH\�
FKDUJH�\RX�PRUH��DQG�WKH\�PDNH�PRUH�SUR¿W��+LJK�RLO�SULFHV�
DUH�RQH�RI�WKH�OHDGLQJ�FDXVHV�RI�LQÀDWLRQ��VR�WKHVH�KLJKHU�JDV�
SULFHV�ZHUH� D�PDMRU� FRQWULEXWLQJ� IDFWRU� OHDGLQJ� XV� LQWR� WKLV�
GHSUHVVLRQ��������

,QFUHDVHG� WUDQVSRUWDWLRQ� FRVWV� DIIHFW� WKH� FRVW� RI� DOPRVW� DOO�
JRRGV��+LJKHU�HQHUJ\�FRVWV�GULYH�XS�WKH�FRVWV�RI�PDQXIDFWXU�
LQJ�DQG�GULYHV�RXU�XWLOLW\�FRVWV�XS��7KH�ZKROH�HFRQRP\�LV�QHJ�
DWLYHO\�DIIHFWHG��$XWRPRELOH�VDOHV�JR�GRZQ�DQG�PDQXIDFWXUHUV�
KDYH�WR� OD\�RII�HPSOR\HHV�DQG�RXU�XQHPSOR\PHQW�UDWH�JRHV�
XS��3OXV�RXU�QDWLRQDO�GHEW�JRHV�XS�WR�SD\�IRU�SURWHFWLQJ�WKRVH�
RLO�DVVHWV�DQG� LQFUHDVHG�JRYHUQPHQW�GH¿FLW�VSHQGLQJ��ZKLFK�
IXUWKHU� ZHDNHQHG� RXU� HFRQRP\�� ,W¶V� D� GHOLEHUDWH� GRZQZDUG�
VSLUDO��WHFKQLFDOO\��LW¶V�FDOOHG�D�³GHDWK�VSLUDO�́ �DQG�LW¶V�XVHG�IUH�
TXHQWO\��7KH�RLO�PRQRSRO\�KDV�EURXJKW�WKH�HQWLUH�FRXQWU\�WR�LWV�
NQHHV��WKH\�FDQ�WXUQ�LW�RQ�RU�RII�DQG�ZH�DUH�DV�GHSHQGHQW�RQ�
WKHP�DV�ZH�DUH�WKH�EDQNLQJ�V\VWHP�
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0RUHRYHU��WKH�DVVHWV�RI�WKH�5RFNHIHOOHU�FRQJORPHUDWH�([[RQ�
0RELO��&KHYURQ�&RQRFR�3KLOOLSV�WRWDO�PRUH�WKDQ�GRXEOH�WKH�
QH[W�ODUJHVW�FRQJORPHUDWH��:DOO�0DUW�6WRUHV��7KHUH�KDV�QHYHU�
EHHQ�DV�ODUJH�RU�PRUH�SRZHUIXO�LQGXVWULDO�HQWLW\�LQ�WKH�ZRUOG��
DVLGH�IURP�WKH�PRQH\�FDUWHO�LWVHOI��2QO\�D�KDQG�IXOO�RI�FRXQ�
WULHV�� QRW� FRPSDQLHV� EXW� FRXQWULHV�� KDYH� HFRQRPLHV� ELJJHU�
WKDQ�WKLV�FRQJORPHUDWH��0RGHUQ�KLVWRU\��HVSHFLDOO\�$PHULFDQ��
KDV� EHHQ� PROGHG� E\� RXU� VWUDWHJLF� REMHFWLYH� RI� FRQWUROOLQJ�
WKH� ZRUOG� RLO� VXSSO\�� 7KH� 1DWLRQDO� 6HFXULW\� &RXQFLO¶V� VWDWHG�
REMHFWLYHV�DUH� WR�VHFXUH�RLO� UHVHUYHV�DV� LW� LV�GHHPHG�FULWLFDO�
LQ� VHFXULQJ� ³$PHULFD¶V� QDWLRQDO� LQWHUHVWV�́ � 'XULQJ� WKH� 1L[RQ�
\HDUV��ZKLOH�+HQU\�.LVVLQJHU�ZDV�KHDG�RI�WKH�16&�DQG�GHYHO�
RSLQJ�$PHULFDQ�IRUHLJQ�SROLF\��ZKLFK�KDV�QRW� IXQGDPHQWDOO\�
FKDQJHG�VLQFH�WKHQ���LW�ZDV�GHHPHG�LQ�$PHULFD¶V�LQWHUHVW�WR�
JDLQ�FRQWURO�RI�³RXU´�RLO�VXSSOLHV�DURXQG�WKH�ZRUOG�

'XULQJ�WKH�)RUG�\HDUV�1HOVRQ�5RFNHIHOOHU�VDW�RQ�WKH�1DWLRQDO�
6HFXULW\�&RXQFLO�DQG�KHOSHG�GHYHORSHG�LWV�VWUDWHJLF�REMHFWV��:H�
KDG�WZR�RLO�PDJQDWHV�DV�SUHVLGHQW��'XULQJ�WKH�%XVK�DGPLQLV�
WUDWLRQ�ZH�KDG�WKH�IRUPHU�&(2�RI�DQ�RLO�GHYHORSPHQW��FRPSDQ\��
ZLWK�PDVVLYH�¿QDQFLDO� LQWHUHVWV� LQ�RLO� DV�RXU�YLFH�SUHVLGHQW��
'LFN�&KHQH\��7KH�VHFUHWDU\�RI�VWDWH�DQG�IRUPHU�QDWLRQDO�VHFX�
ULW\� DGYLVRU�� &RQGROHH]]D� 5LFH�� XVHG� WR� VLW� RQ� WKH� ERDUG� RI�
([[RQ�� VKH¶V� D� VWRFNKROGHU� DQG� FRQVXOWDQW�� DQG� HYHQ� KDV� D�
VXSHUWDQNHU� QDPHG� DIWHU� KHU�� 6R� WKH� SUHVLGHQW�� YLFH� SUHVL�
GHQW��DQG�VHFUHWDU\�RI�VWDWH��DQG�HYHU\RQH�ZKR�WUXPSHWHG�WKH�
QHHG�WR�ZDJH�ZDU�RQ�,UDT�EDVHG�RQ�WKH�IDOVH�SUHPLVHV�RI�WKH�
,UDTLV�EHLQJ�EHKLQG������DQG�GHYHORSLQJ�D�QXFOHDU�FDSDFLW\��$OO�
KDYH��DQG�GR��SUR¿W�IURP�$PHULFD�WDNLQJ�FRQWURO�RI�,UDT¶V�RLO�
UHVHUYHV��7KH\�DUH�PDNLQJ�PRQH\�IURP�WKH�ZDU�LQ�,UDT�

Global Politics

$W� WKH� HQG� RI�:RUOG�:DU� ,�� WKH� 2WWRPDQ� �7XUNV�� FRQWUROOHG�
PRVW�RI�$UDELD��3HUVLD��DQG�WKH�0LGGOH�(DVW��7KH\�VLGHG�ZLWK�
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WKH�*HUPDQV�LQ�:RUOG�:DU�,��ZKR�ORVW��DQG�VR�ORVW�FRQWURO�RI�
WKH�0LGGOH�(DVW�DIWHU�WKH�ZDU��7KH�%ULWLVK�DQG�$PHULFDQV�QRZ�
KDG�PLOLWDU\�FRQWURO�RI�WKH�UHJLRQ��DQG�%ULWLVK�DQG�$PHULFDQ�RLO�
FRPSDQLHV�KDG�UHFHQWO\�GLVFRYHUHG�RLO�WKHUH�DQG�GLYLGHG�LW�XS�
EHWZHHQ�WKHP��7KH�RLO�FRPSDQLHV�UHGUHZ�WKH�PDS�RI�WKH�0LGGOH�
(DVW�DQG�SXW�ORFDO�OHDGHUV�LQ�SRZHU�LQ�H[FKDQJH�IRU�H[FOXVLYH�RLO�
ULJKWV��7KH�7XUNLVK�3HWUROHXP�&RPSDQ\��73&��ODWHU�NQRZQ�DV�
,3&��RULJLQDOO\�KDG�WKH�PRQRSRO\�RQ�0HVRSRWDPLDQ�RLO��,Q�ZKDW�
ZDV�NQRZQ�DV�WKH�5HG�/LQH�$JUHHPHQW�WKH�$OOLHG�VXSHUSRZHUV�
GLYLGHG�XS�RI�0LGGOH�(DVW�EDVHG�RQ� LWV�RLO��.XZDLW��RULJLQDOO\�
D�SDUW�RI�,UDT��ZDV�FDUYHG�RXW�DV�D�VHSDUDWH�VRYHUHLJQW\�DV�D�
FRQFHVVLRQ�WR�WKH�%ULWLVK�ZKR�ZHUH�DZDUH�RI�WKH�YDVW�UHVHUYHV�
XQGHU� LWV� VRLO� �RQH� RI� WKH� ELJJHVW� LQ� WKH� ZRUOG��� 7KH� VPDOO�
QDWLRQV�RI�2PDQ��4DWDU��DQG�%DKUDLQ�ZHUH�DOVR�FDUYHG�RXW�DQG�
JLYHQ�VRYHUHLJQW\�LQ�UHWXUQ�IRU�JUDQWLQJ�$PHULFDQ�RLO�FRPSD�
QLHV�RLO�FRQFHVVLRQV��$IWHU�:RUOG�:DU�,,��%ULWLVK�DQG�$PHULFDQ�
RLO� LQWHUHVWV�VHFXUHG�WKH�UHPDLQLQJ�PDMRU�RLO�UHVHUYHV�LQ�WKH�
0LGGOH�(DVW�DQG�%ULWLVK�DQG�$PHULFDQ�JRYHUQPHQWV�SURWHFWHG�
DQG�LQVWDOOHG�WKHLU�QDWLRQDO�OHDGHUV��PRVWO\�GLFWDWRUV��WR�VHFXUH�
WKHLU�RLO�ULJKWV�³LQ�WKH�LQWHUHVW�RI�QDWLRQDO�VHFXULW\�́

:KHQ�,UDQ¶V�GHPRFUDWLFDOO\�HOHFWHG�SULPH�PLQLVWHU�0RKDPPHG�
0RVDGGHT�UHFHLYHG�WKH�YRWHV�IURP�KLV�3DUOLDPHQW�WR�QDWLRQDO�
L]H�WKH�,UDQ�RLO� UHVHUYHV��WR�VKDUH�WKH�SUR¿WV�RI�RLO�ZLWK�WKH�
SHRSOH�RI�,UDQ���WKDW�ZHUH�FRQWUROOHG�E\�%ULWLVK�DQG�$PHULFDQ�
RLO�FRPSDQLHV��WKH�:HVW�UHDFWHG�TXLFNO\�DQG�KDUVKO\��+HDULQJ�
WKLV��ERWK�%ULWLVK�DQG�$PHULFDQ�JRYHUQPHQWV�ZRUNHG�WR�RYHU�
WKURZ�0RVDGGHT�DQG�LQVWDOO�WKH�6KDK�LQ�ZKDW�WKH�&,$�FDOOHG�
2SHUDWLRQ�$MD[��,W¶V�ZHOO�GRFXPHQWHG�DQG�QRW�HYHQ�GHQLHG�
E\�WKH�&,$��ZKLFK�IHHOV� LW�ZDV�MXVWL¿HG�DV� LW�ZDV�GHHPHG�LQ�
$PHULFD¶V� EHVW� LQWHUHVW��+RZHYHU�� LW¶V� WKH�XQGHUO\LQJ� UHDVRQ�
IRU� WKH� UHYROXWLRQ� LQ� ,UDQ�� WRR�� 7KH� SHRSOH� RI� ,UDQ� FHUWDLQO\�
NQRZ�WKH�6KDK�ZDV�D�SXSSHW�RI�$PHULFD��GLUHFWHG�E\�WKH�&,$��
7KH�ZKROH�0LGGOH�(DVW�NQRZV��DQG�WKDW¶V�WKH�IXHO�IRU�WHUURULVP��
7KLV�$PHULFDQ�OHG�FRXS�LV�UHVHQWHG�E\�WKH�SHRSOH�ZKR�ZDQW�
GHPRFUDF\�OLNH�WKH�8QLWHG�6WDWHV�KDV��7KH�&,$¶V�LQYROYHPHQW�
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ZDV�WKH�YHU\�XQGHUSLQQLQJ�RI�RXWUDJH�WKDW�OHG�WR�WKH�5HYROXWLRQ�
LQ�,UDQ�LQ�WKH�����V��7KH�6KDK��LQ�WXUQ��JUDQWHG�VSHFLDO�RLO�FRQ�
FHVVLRQV� WR�%ULWLVK� DQG�$PHULFDQ�RLO� FRPSDQLHV�� 7KH�SHRSOH�
ZKR�OLYH�LQ�RLO�ULFK�0LGGOH�(DVWHUQ�FRXQWULHV�DOO�NQRZ�WKDW�WKHLU�
OHDGHUV��DOO�WKHLU�OHDGHUV��DUH�SXSSHWV�RI�WKH�8QLWHG�6WDWHV�DQG�
8�6��RLO�FRPSDQLHV��WKLV�LV�ZK\�WKH\�KDWH�XV�VR�PXFK�

7KH�6DXGL�5R\DO�IDPLO\�ZDV�JLYHQ�LWV�SRZHU�WR�FRQWURO�$UDELD��
ZLWK� WKH� KHOS� RI�� ¿UVW�� WKH� %ULWLVK� PLOLWDU\�� DQG� ODWHU� WKH�
$PHULFDQ��LQ�UHWXUQ�IRU�H[FOXVLYH�RLO�FRQFHVVLRQV��$�%XVK�FRP�
SDQ\�VXEVLGLDU\��9LQQHO��SURYLGHV�WKH�SULYDWH�DUP\�WR�SURWHFW�
WKH�+RXVH�RI�6DXG��EHFDXVH�WKH�UR\DO�IDPLO\�LV�KDWHG�E\�WKHLU�
SHRSOH��6DXGL�$UDELD�LV�D�GLFWDWRUVKLS��DV�PRVW�RLO�SURGXFLQJ�
QDWLRQV�DUH��DQG�WKHLU�SHRSOH�ZRXOG�OLNH�D�GHPRFUDF\��DQG�WR�
VHH�WKHLU�YDVW�RLO�ZHDOWK�XVHG�WR�GHYHORS�WKHLU�FRXQWU\�VR�WKH\�
FDQ�DOO� SURVSHU�� 7KDW¶V�ZK\�$UDEV�DUH�ZLOOLQJ� WR�EORZ� WKHP�
VHOYHV�XS��:H�NHHS�WKHVH�UR\DO�IDPLOLHV�LQ�SRZHU�LQ�H[FKDQJH�
IRU�WKH�ULJKWV�WR�WKHLU�RLO��7KH�ZKROH�0LGGOH�(DVW�LV�FRQWUROOHG�
E\� WKH� RLO� FRQJORPHUDWHV� WKDW� SXW� LQ� SODFH� OHDGHUV�ZKR�ZLOO�
JLYH� WKHP� RLO� FRQFHVVLRQV�� ZKLOH� WKH� 8QLWHG� 6WDWHV�PLOLWDU\�
H[HUFLVHV� LWV�PXVFOH� WR�NHHS� WKHP� LQ�SRZHU�DQG�NHHS�FRP�
SHWLQJ�RLO�FRPSDQLHV�RXW��7KLV�LV�ZK\�WKHUH�LV�VR�PXFK�DQJHU�
WRZDUG�$PHULFD�DQG�WKH�RLO�FRPSDQLHV�LQ�WKH�0LGGOH�(DVW��WKH\�
DOO� NQRZ� WKHLU� OHDGHUV� DUH� SXSSHWV� DQG�$PHULFD� DQG� WKH� RLO�
JLDQWV� FRQWURO� WKHLU� FRXQWULHV��ZKLOH�$PHULFDQV�DUH�XQDZDUH�
DQG�XQFRQFHUQHG��DV�ORQJ�DV�WKH�RLO�NHHSV�ÀRZLQJ��7KHLU�DFWV�
RI�WHUURU��DV�ZURQJ�DV�WKH\�DUH��DUH�WKH�GLUHFW�UHVXOW�RI�RXU�RZQ�
DFWV�RI�WHUURU�RQ�WKHP�

$FFRUGLQJ� WR� WKH� 1DWLRQDO� 6HFXULW\� &RXQFLO�� $PHULFD¶V� VXS�
SRUW� IRU� ,VUDHO� LV� H[SOLFLWO\� WR� PDLQWDLQ� D� UHJLRQDO� SUHVHQFH�
DQG�PDLQWDLQ�SRZHU�RYHU�WKH�RLO�SURGXFLQJ�QDWLRQV��:H�KDYH�
D�ZKROH�QHZ�DUP\�LQ�WKH�0LGGOH�(DVW��&HQ&RP��WR�SURWHFW�WKH�
RLO��DQRWKHU�$UP\�LV�EHLQJ�SODQQHG�WR�SURWHFW�WKH�QHZO\�IRXQG�
RLO�UHVRXUFHV�LQ�$IULFD��FDOOHG�$IUL&RP��7KH�&KLQHVH�DUH�PRYLQJ�
LQ��ZH�KDYH�WR�NHHS�WKHP�LQ�FKHFN��,W¶V�DOO�DERXW�WKH�RLO�
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Recent Coups for Oil

,Q�������LQ�UHVSRQVH�WR�������8�6��IRUFHV�LQYDGHG�$IJKDQLVWDQ�
WR�TXHOO�WKH�7DOLEDQ�SUHVHQFH��WKH�YHU\�VDPH�7DOLEDQ�FUHDWHG�
DQG� VXSSRUWHG� E\� WKH� 8QLWHG� 6WDWHV� &,$� GXULQJ� WKH� &DUWHU�
$GPLQLVWUDWLRQ��8SRQ�WDNLQJ�FRQWURO�RI�WKH�FDSLWDO��.DEXO��WKH�
8QLWHG� 6WDWHV� LQVWDOOHG� +DPLG� .DU]DL� DV�� ¿UVW�� KHDG� RI� WKH�
$IJKDQ�,QWHULP�$XWKRULW\�DQG�WKHQ� LQ������DV� LWV�SUHVLGHQW��
%HIRUH�EHFRPLQJ�SUHVLGHQW��.DU]DL�ZDV�D� WRS�DGYLVHU� WR� WKH�
812&$/� RLO� FRPSDQ\�� DQG� KLV� ¿UVW� DFW� DV� SUHVLGHQW� ZDV� WR�
DSSURYH�FRQVWUXFWLRQ�RI�WKH�&HQWUDO�$VLD�*DV��&HQW*DV��SLSH�
OLQH�WKDW�ZLOO�UXQ�IURP�RLO�ULFK�7XUNPHQLVWDQ�WKURXJK�ZHVWHUQ�
$IJKDQLVWDQ� WR� 3DNLVWDQ� �WKH� QHDUHVW� SRUW��� 2XU� WKUHH�PDLQ�
PLOLWDU\�EDVHV�LQ�$IJKDQLVWDQ�DUH�VSUHDG�RXW�DORQJ�WKLV�SLSH�
OLQH��0RUHRYHU��DFFRUGLQJ�WR�DQ�DUWLFOH�LQ�WKH�1HZ�<RUN�7LPHV�
E\�0DUN�0D]]HWWL� DQG� -DPHV�5LVHQ��+DPLG�.DU]DL¶V� EURWKHU��
$KPHG� :DOL� .DU]DL�� LV� RQH� RI� $IJKDQLVWDQ¶V� ODUJHVW� RSLXP�
JURZHUV�DQG�H[SRUWHUV�DQG�LV�VXSSRUWHG�E\�WKH�&,$�

5HFHQWO\�� YDVW� RLO� UHVHUYHV�ZHUH� GLVFRYHUHG�QHDU�0RJDGLVKX�
LQ�6RPDOLD��8�6��WURRSV��RU�IUHHGRP�¿JKWHUV��ZHUH�VHQW�LQ�WR�
KHOS� WKH�SRRU�6RPDOLV��EXW� WKH\�RQO\� IUHHG� WKH�DUHD�DURXQG�
WKH�QHZ�RLO�¿HOGV�DQG�WKH�DUHD�WKH�SLSHOLQH�ZLOO�WDNH�WKH�RLO�WR��
WKH�SRUW�LQ�0RJDGLVKX��7KH�ZDUULQJ�FODQV�DURXQG�WKH�UHVW�RI�WKH�
FRXQWU\�ZHUH�OHIW�DORQH��2QFH�WKH�RLO�ZDV�VHFXUHG�RXU�WURRSV�
ZHQW� KRPH�� ,Q� ������ WKH� ,UDT� 2LO� /DZ� �,UDT� +\GURFDUERQ�
/DZ��ZDV� SURSRVHG� WR� WKH� ,UDTL� &RXQFLO� RI� 5HSUHVHQWDWLYHV��
ZKLFK� UHFHLYHV� PLOOLRQV� IURP� WKH� 8QLWHG� 6WDWHV� IRU� VHUYLQJ�
8QLWHG�6WDWHV�LQWHUHVWV��,Q�-XQH�RI�������WKH�,UDTL�2LO�0LQLVWU\�
DQQRXQFHG� SODQV� WR� JR� DORQJ� ZLWK� WKH� SURSRVDO� WKDW� JLYHV�
([[RQ�0RELO�DQG�&KHYURQ��DOO�5RFNHIHOOHU��DQG�VRPH�6KHOO�%3�
�%ULWLVK�4XHHQ�RZQ����SHUFHQW�RI�6KHOO�DQG�PRVW�RI�%3��H[FOX�
VLYH�ULJKWV�WR�GHYHORS�DOO�RI�,UDT¶V�ODUJHVW�¿HOGV��7KXV�$PHULFDQ�
DQG�%ULWLVK�PLOLWDU\�DQG�SROLWLFDO�IRUFHV�KDYH�WDNHQ�FRQWURO�RI�
,UDT¶V�RLO��$PHULFDQ�DQG�%ULWLVK�RLO�FRPSDQLHV�FDOO�WKH�VKRWV�
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'XULQJ� WKH� SUHVLGHQWLDO� HOHFWLRQ� EHWZHHQ� -RKQ� 0F&DLQ� DQG�
%DUDN�2EDPD��D�EUHDNLQJ�QHZV�KHDGOLQH�UHDG��³)LJKWLQJ�EURNH�
RXW� LQ� WKH� IRUPHU�6RYLHW� VDWHOOLWH� VWDWH�� DQG�QRZ� LQGHSHQG�
HQW�GHPRFUDF\��RI�*HRUJLD�́ �3UHVLGHQW�%XVK�DQG�6HFUHWDU\�RI�
6WDWH�5LFH�FODLP�WKDW�WKH�5XVVLDQV�DUH�LQWHUIHULQJ�LQ�*HRUJLD¶V�
GHPRFUDF\� RQ� WKH�QHZV��+HUH¶V�ZKDW� WKH�QHWZRUN�QHZV�� RU�
WKH�SUHVLGHQW��LVQ¶W�JRLQJ�WR�WHOO�\RX��-RKQ�0F&DLQ�EURNH�WKH�
QHZV���)LUVW��*HRUJLD�OLHV�VRXWK�RI�5XVVLD��QRUWK�RI�7XUNH\��RQ�
WKH�HDVWHUQ�PRVW� HGJH�RI� WKH�%ODFN�6HD�� DQG��PRUH� LPSRU�
WDQWO\�� ZHVW� RI� $]HUEDLMDQ�� RQH� RI� WKH� ODUJHVW� RLO�SURGXFLQJ�
FRXQWULHV�LQ�WKH�ZRUOG��7KH�VHFRQG�ODUJHVW�RLO�SLSHOLQH�LQ�WKH�
ZRUOG�QRZ�UXQV�IURP�$]HUEDLMDQ�WKURXJK�*HRUJLD�WR�WKH�%ODFN�
6HD�SRUWV��7KDW�SLSHOLQH�ZDV�SDLG�IRU�ZLWK�$PHULFDQ�WD[SD\HU�
PRQH\�WKURXJK�ORDQ�JXDUDQWHHV�IURP�WKH�([SRUW�,PSRUW�%DQN�
DQG�WKH�2YHUVHDV�3ULYDWH�,QYHVWPHQW�&RUSRUDWLRQ��D�N�D��WKH�
:RUOG� %DQN�� ,Q� RWKHU� ZRUGV�� RXU� WD[� GROODUV� VXEVLGL]HG� WKH�
SLSHOLQH��$]HUEDLMDQ�XVHG�WR�EH�FRQWUROOHG�E\�WKH�6RYLHW�8QLRQ��
DQG�QRZ�LW�LV�FRQWUROOHG�E\�WKH�$PHULFDQ�RLO�JLDQWV��SULPDULO\�
&KHYURQ�DQG�&RQRFR�3KLOOLSV�

7KH� 8QLWHG� 6WDWHV� KDV� EHJXQ� WR� JDLQ� FRQWURO� RI� WKH� RLO� LQ�
$]HUEDLMDQ�WR�WKH�REMHFWLRQ�RI�WKH�5XVVLDQV��LW¶V�DQ�HFRQRPLF�
ZDU��7LP�&HMND��SUHVLGHQW�RI�([[RQ�0RELO�&RUSRUDWLRQ�EHFDPH�
WKH�FKDLUPDQ�RI�WKH�8�6��$]HUEDLMDQ�&KDPEHU�RI�&RPPHUFH��
DQG�$PHULFDQ�LQWHUHVWV�QRZ�FRQWURO�WKH�SLSHOLQH��:H�WRRN�FRQ�
WURO�DZD\�IURP�WKH�5XVVLDQV��$FFRUGLQJ�WR�WKH�(QJOLVK�YHUVLRQ�
RI�0RVFRZ¶V�QHZV��WKH�$PHULFDQV�DUH�PHGGOLQJ�LQ�WKH�5XVVLDQ�
RLO� EXVLQHVV� DQG� DV� D� UHWDOLDWRU\� VWULNH� ¿UHG�PLVVLOHV� DW� WKH�
*HRUJLDQ�SLSHOLQH� WR�VKXW�RII� WKH�VXSSO\�RI�RLO��$FFRUGLQJ� WR�
5XVVLD��LW¶V�DERXW�WKH�RLO��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKLV�LQIRU�
PDWLRQ�LV�QRW�DSSHDULQJ�RQ�RXU�QHZV��7KH�5XVVLDQV�DUH�WU\LQJ�
WR�H[HUW�FRQWURO�RYHU�WKH�RLO��DQG�WKH�8QLWHG�6WDWHV�LV�PDNLQJ�LW�
FOHDU�WKDW�WKH�RLO�EHORQJV�WR�8�6��FRPSDQLHV�QRZ��EXW�WKH�QHZV�
GRHVQ¶W�PDNH�WKDW�FOHDU�

:H�DUH�FXUUHQWO\�EXLOGLQJ�D�ODUJH�SHUPDQHQW�PLOLWDU\�SUHVHQFH�
LQ� ,UDT��DV�ZHOO�DV�D�QDY\�EDVH� LQ�%DKUDLQ�DQG�RWKHU�SODFHV�
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FODVVL¿HG�LQ�IRUPHU�VRYLHW�VWDWHV�ZLWK�RLO�DQG�LQ�1RUWK�$IULFD��
RXU�PLOLWDU\�SUHVHQFH�PXVW�EH�ODUJH�HQRXJK�WR�NHHS�FRPSHW�
LQJ�QDWLRQV�IURP�WKUHDWHQLQJ�RXU�DFFHVV�WKH�RLO��7KLV�PD\�EH�
GHHPHG�QHFHVVDU\�E\�WKH�JRYHUQPHQW��EXW�WKH�SXEOLF�VKRXOG�
EH�LQIRUPHG��HYHQ�HGXFDWHG��RQ�WKH�VXEMHFW�VR�ZH�DV�D�SHRSOH�
FDQ�PDNH�LQIRUPHG�GHFLVLRQV��,W�VKRXOG�QRW�EH�NQRZQ�WR�MXVW�
D�IHZ�ZKR�ZRUN�VHFUHWO\�DQG�DOO�WRR�RIWHQ�TXLWH�VHOI�VHUYLQJO\�

The Executive Branch of Oil

$� OHDGLQJ� SOD\HU� LQ� WKH� RLO� JDPH� LQ� ,UDT� LV� +DOOLEXUWRQ��
+DOOLEXUWRQ� QRW� RQO\� KDV� WKH� EXON� RI� FRQWUDFWV� IRU� ,UDT¶V� RLO�
WUDQVSRUWDWLRQ�DQG�RLO�GHYHORSPHQW�VHUYLFHV��EXW�LW�LV�DOVR�QRZ�
RXU� QDWLRQ¶V� ODUJHVW� GHIHQVH� FRQWUDFWRU�� SURYLGLQJ� WKH� IRRG��
KRXVLQJ�� DQG� RWKHU� VHUYLFHV� IRU� RXU�PLOLWDU\� GHSOR\HG� RYHU�
VHDV��%HIRUH�EHFRPLQJ�YLFH�SUHVHQW�IRU�*HRUJH�:��%XVK��'LFN�
&KHQH\�VHUYHG�DV�+DOOLEXUWRQ¶V�&(2��DQG�EHIRUH�WKDW�KH�VHUYHG�
DV�VHFUHWDU\�RI�GHIHQVH²WKH�FODVVLF�UHYROYLQJ�GRRU��&KHQH\¶V�
FRQQHFWLRQV� ZLWK� OHDGLQJ� JRYHUQPHQW� RI¿FLDOV� KHOSHG� EXLOG�
+DOOLEXUWRQ�WR�LWV�FXUUHQW�VWDWXV�DV�WKH�QXPEHU�RQH�FRQWUDFWRU�
ZLWK�WKH�PLOLWDU\�

%\� ODZ��DOO�GHIHQVH�FRQWDFWV�PXVW�EH�VXEMHFW� WR�FRPSHWLWLYH�
ELGGLQJ��EXW�3UHVLGHQW�%XVK�XVHG�³H[HFXWLYH�SULYLOHJH´�WR�XVXUS�
WKLV�ODZ��DQG�KLUHG�&KHQH\¶V�FRPSDQ\��&KHQH\�KDV�SXEOLFDOO\�
VWDWHG� RQ� WKUHH� RFFDVLRQV� RQ� QDWLRQDO� WHOHYLVLRQ� WKDW� KH� QR�
ORQJHU� UHFHLYHV�FRPSHQVDWLRQ� IURP�+DOOLEXUWRQ��2Q�DOO� WKUHH�
RFFDVLRQV�KH�KDV�KDG�WR�UHWUDFW�WKRVH�VWDWHPHQWV�ZKHQ�LW�ZDV�
GLVFRYHUHG�WKDW��LQ�IDFW��KH�KDV��DQG�VWLOO�GRHV�UHFHLYH�FRPSHQ�
VDWLRQ��ZKLFK�LV�D�FOHDU�FRQÀLFW�RI�LQWHUHVW��,Q������KH�UHFHLYHG�
����������DQG�LQ������KH�UHFHLYHG�����������+H�DOVR�KROGV�
��������XQH[HUFLVHG�VWRFN�RSWLRQV�WKDW�DUH�EHFRPLQJ�LQFUHDV�
LQJO\�PRUH�YDOXDEOH��QRW�WR�PHQWLRQ�GR]HQV�RI�RIIVKRUH�FRP�
SDQLHV�KROGLQJ�XQGLVFORVHG�DVVHWV�DQG�RZQHUVKLS�
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&KHQH\�DQG�+DOOLEXUWRQ�ZHUH�LQGLFWHG�DQG�XQGHU�IHGHUDO�LQYHV�
WLJDWLRQ�ZLWK�WKH�-XVWLFH�'HSDUWPHQW��LQ�WZR�VHSDUDWH�LQYHV�
WLJDWLRQV���EXW�ZKHQ�3UHVLGHQW�%XVK�ZDV�HOHFWHG�SUHVLGHQW�KH�
KDG�WKH�-XVWLFH�'HSDUWPHQW�GURS�WKH�FKDUJHV�FODLPLQJ�³H[HFX�
WLYH�SULYLOHJH�́ �0RVW�RI�WKH�UHDO�PRQH\�LQ�WKHVH�FRQWDFWV�LV�KHOG�
LQ�KROGLQJ�FRPSDQLHV�DQG�WUXVWV�LQ�RIIVKRUH�DFFRXQWV��VXFK�DV��
WKH�&D\PDQ�,VODQGV��7KH�UHDVRQV�IRU�WKLV�DUH�WR�FRQFHDO�WKH�
RZQHUVKLS�DQG�LQWHUHVWV�RI�WKH�SULQFLSDOV�DQG�WR�³SURWHFW´�WKHLU�
DVVHWV��RU�GHIHU�WKHP��IURP�WD[DWLRQ��%HIRUH�&KHQH\�EHFDPH�
&(2� RI� +DOOLEXUWRQ�� LW� KDG� QLQH� RIIVKRUH� FRPSDQLHV�� GXULQJ�
&KHQH\¶V�UHLJQ�WKH\�FUHDWHG�¿IW\�HLJKW��RU�PRUH���7HQV�RI�ELO�
OLRQV�RI�GROODUV�DUH�UHSRUWHGO\�KHOG�LQ�WKRVH�RIIVKRUH�DFFRXQWV�

+DOOLEXUWRQ�QRZ�KDV�WKH� ODUJHVW�H[FOXVLYH�PLOLWDU\�FRQWDFW� LQ�
KLVWRU\�DQG�D�YLUWXDO�PRQRSRO\�RQ�ERWK�VHUYLFLQJ�8�6��WURRSV�
GHSOR\HG� RYHUVHDV� �ZKDW� LV� FDOOHG� /2*&$3�� DQG� LQ� VHUYLF�
LQJ�WKH�RLO�SURGXFWLRQ�LQ�,UDT��7KH�%XVK�+DOOLEXUWRQ�UHODWLRQ�
VKLS�JRHV�EDFN�TXLWH�D�ELW�WRR��*HRUJH�+��:��%XVK��6U���XVHG�
WR� ZRUN� IRU� 'UHVVHU� ,QGXVWULHV�� ZKLFK� ZDV� D� VXEGLYLVLRQ� RI�
+DOOLEXUWRQ�� 0RVW� RI� +DOOLEXUWRQ¶V� NH\� H[HFXWLYHV� DQG� ERDUG�
PHPEHUV� DUH� H[�JRYHUQPHQW� RI¿FLDOV�� KLJK�UDQNLQJ�PLOLWDU\�
RI¿FHUV�� DQG� OHDGHUVKLS� LQ� WKH�'HSDUWPHQW�RI�'HIHQVH��ZKR�
DUH�JLYHQ�OXFUDWLYH�FRQVXOWLQJ�FRQWDFWV�DIWHU�UHWLULQJ�IURP�JRY�
HUQPHQW�VHUYLFH��7KHVH�VDPH�HPSOR\HHV�EHFRPH�WKH�OREE\LVWV�
IRU�+DOOLEXUWRQ�DQG�VHFXUH�WKH�JRYHUQPHQW�FRQWDFWV�WKDW�PDNH�
WKHP�VR�PXFK�PRQH\�

7KH� RWKHU� VLJQL¿FDQW� FRQÀLFW� RI� LQWHUHVW� LV� ZLWK� WKH� %XVK¶V�
DQG� WKH�&DUO\OH�*URXS��ZKLFK�ZDV�RQH�RI� WKH� ODUJHVW� LQYHV�
WRUV� LQ� GHIHQVH� FRQWDFWLQJ� DQG� KROGLQJ� FRPSDQLHV� LQ� WKH�
ZRUOG��DOWKRXJK�LW�KDG�UHFHQWO\�GLYHUVL¿HG�DIWHU�UHFHLYLQJ�SXE�
OLF�H[SRVXUH��*HRUJH�%XVK��6U��� LV�ERWK�D�PDMRU�VWRFNKROGHU�
DQG�FRQVXOWDQW�IRU�WKHP��WUDYHOLQJ�WKH�JOREH�EULQJLQJ�GHIHQVH��
FRQWUDFWV�WR�WKHP��*HRUJH�%XVK��-U���XVHG�WR�ZRUN�IRU�D�GLYL�
VLRQ�RI�&DUO\OH�FDOOHG�&UDWHU$LU�EDFN�LQ�������D�SRLQW�QRW�RQ�
KLV�RI¿FLDO�UHVXPH���%RWK�%XVK¶V�DUH�RZQHUV�LQ�WKH�FRPSDQ\��
DV�DUH� WKH�6DXGL�5R\DO� IDPLO\�DQG�%LQ�/DGHQ� IDPLO\�DV�ZHOO�
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DV�PDQ\�RWKHU�WRS�PLOLWDU\�EUDVV�DQG�IRUPHU�'HSDUWPHQW�RI�
'HIHQVH�OHDGHUV��&DUO\OH�LV�D�KROGLQJ�FRPSDQ\�WKDW�LQYHVWV�LQ�
WKH�VWRFN�RI�RWKHU�FRPSDQLHV�DQG�SOD\V�D�NH\�UROH�LQ�PLOLWDU\�
FRQWUDFWLQJ�

2QH�RI�&DUO\OH¶V�KROGLQJV��%UDGGRFN��'XQQ��0F'RQDOG��RU�%'0��
LV�RQH�RI�WKH�OHDGLQJ�GHIHQVH�FRQVXOWLQJ�FRPSDQLHV�LQ�WKH�ZRUOG�
�D�GLYLVLRQ�RI�)RUG�$HURVSDFH���%'0�KDV�ZRQ�ZKDW�LV�FDOOHG�D�
³EDVLF�RUGHULQJ�DJUHHPHQW�́ �ZKLFK�LV�DQ�RSHQ�HQGHG��RQJRLQJ��
ORQJ�WHUP�FRQWDFW�ZLWK�WKH�3HQWDJRQ��7KH\�KHOS�GHFLGH�ZKLFK�
PLOLWDU\� DQG� GHIHQVH� FRQWDFWV� WKH� 3HQWDJRQ� VKRXOG� DFFHSW��
DQG�GR�WKH�EDFNJURXQG�FKHFNV�RQ�DOO�KLJK�UDQNLQJ�PLOLWDU\�RU�
JRYHUQPHQW�HPSOR\HHV��<RX�KDYH�WR�JR�WKURXJK�WKHP�WR�EH�
ZHOO�SODFHG�LQ�DQ\�JRYHUQPHQW�SRVLWLRQ��WKH\�FDQ�PDNH�\RX�RU�
EUHDN�\RX�

$QRWKHU�RI�&DUO\OH¶V�KROGLQJ�LV�9LQQHOO��ZKLFK�KLUHV��H[�VSHFLDO�
IRUFHV� SHUVRQQHO�� DQG� PDLQWDLQV� RQH� RI� WKH� ODUJHVW� SULYDWH�
DUPLHV� LQ� WKH� ZRUOG�� 7KHVH� PHUFHQDULHV� DQG� DUH� XVHG� WR�
KHOS�SURWHFW�WKH�6DXGL�5R\DO�)DPLO\�DQG�SHUIRUP�DFWLRQV�WKDW�
WKH� 8�6�� JRYHUQPHQW� FDQ� GHQ\� LQYROYHPHQW� ZLWK�� LQFOXGLQJ�
DVVDVVLQDWLRQV����2Q�WKH�ERDUG�RI�WKH�&DUO\OH�*URXS�LV�)UDQN�
&DUOXFFL�� IRUPHU�VHFUHWDU\�RI�GHIHQVH�DQG�GHSXW\�GLUHFWRU�RI�
WKH�&,$��DQG�-DPHV�%DNHU�,,,��IRUPHU�VHFUHWDU\�RI�VWDWH�XQGHU�
*HRUJH�%XVK�6U���5LFKDUG�'RUPDQ��IRUPHU�GLUHFWRU�RI�WKH�RI¿FH�
RI�PDQDJHPHQW�DQG�EXGJHW�DOVR�XQGHU�*HRUJH�%XVK�6U���DQG�
&ROLQ�3RZHOO��IRUPHU�FKLHI�RI�VWDII�RI�WKH�PLOLWDU\�DQG�VHFUHWDU\�
RI� VWDWH� IRU�*HRUJH�%XVK� -U���DV�ZHOO�DV�� -RKQ�0DMRU�� IRUPHU�
SULPH�PLQLVWHU� RI� WKH�8QLWHG�.LQJGRP�DQG�PDQ\�SURPLQHQW�
%ULWLVK�VWDWHVPHQ�

The World’s Oil

)URP�WKH�VXSSO\�VLGH�� WKHUH�DUH�WZR�NH\�¿JXUHV�WR�FRQVLGHU�
ZKHQ�ORRNLQJ�DW�JOREDO�RLO��RQH�LV�RLO�SURGXFWLRQ�DQG�WKH�RWKHU�
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LV�SURYHQ�RLO� UHVHUYHV��RQ�WKH�GHPDQG�VLGH� LW¶V� LPSRUWDQW� WR�
ORRN�DW�UH¿QLQJ�FDSDFLW\�DQG�GHPDQG��2LO�SURGXFWLRQ�UHIHUV�WR�
WKH�EDUUHOV�RI�FUXGH�RLO�H[WUDFWHG�HDFK�GD\�IURP�GULOOLQJ�RSHUD�
WLRQV��7KLV�VKRXOG�QRW�EH�FRQIXVHG�ZLWK�RLO�VXSSO\��ZKLFK�UHIHUV�
WR�PDUNHW�DYDLODELOLW\�WKDW�PLJKW�LQFOXGH�QDWXUDO�JDV��ELRHWKD�
QRO�RU�RWKHU�VRXUFHV��6RXUFH��&,$�:RUOG�)DFW�ERRN��

:RUOG�2LO�3URGXFWLRQ

5DQN� &RXQWU\� 3URGXFWLRQ��EEO�GD\�� 'DWH

�� 5XVVLD� ���������� ����

�� 6DXGL�$UDELD� ���������� ����

�� 8QLWHG�6WDWHV� ���������� ����

�� ,UDQ� ���������� ����

�� &KLQD� ���������� ����

�� &DQDGD� ���������� ����

�� 0H[LFR� ���������� ����

�� (XURSHDQ�� ���������� ����

�� ,UDT� ���������� ����

�� 1RUZD\� ���������� ����

��� 8$(� ���������� ����

7KH�$UDE�/HDJXH�SURGXFHV������������EEO�GD\���������DQG�:RUOG�
SURGXFWLRQ� LV� ����������� EEO�GD\� �������� WKDW¶V� ��� SHUFHQW��
.XZDLW�FRPHV�LQ�DW�QXPEHU�HOHYHQ�LQ�SURGXFWLRQ��7KH�ZKROH�FRXQ�
WU\�LV�HVVHQWLDOO\�RQH�ELJ�RLO�¿HOG��ZLWK�����������EEO�GD\��������

0RVW� LQGXVWU\� DQDO\VWV� EHOLHYH� ZH� KDYH� UHDFKHG�3HDN� 2LO��
ZKLFK�PHDQV�HYHQ�DV�GHPDQG�LV�ULVLQJ�DW�DQ�LQFUHDVLQJ�UDWH��
WKH�DPRXQW�RI�RLO�ZH�FDQ�H[WUDFW�LV�GLPLQLVKLQJ��WKXV�LQGXVWULDO�
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QDWLRQV� DURXQG� WKH�ZRUOG� DUH� Y\LQJ� WR� FRQWURO� WKH�ZRUOG� RLO�
VXSSO\��7DU� VDQGV��GHHSHU�ZHOOV��DQG�PRUH� UHPRWH� ORFDWLRQV�
DOVR�SURYLGH�IXWXUH�RLO�UHVHUYHV�EXW�DW�PXFK�JUHDWHU�FRVW�

3URYHQ�RLO� UHVHUYHV� DUH�FRPSLOHG�E\� WKH� LQGXVWU\�DQG� WKH�
&,$��EXW�PRVW�RLO�FRPSDQLHV�GRQ¶W�VKRZ�DOO�WKHLU�GDWD��:KDW�
¿JXUHV�ZH�KDYH�IRU�JOREDO�UHVHUYHV�IRU������IURP�7KH�:RUOG�
)DFWERRN�DUH�DV�IROORZV�

5DQN� &RXQWU\� 5HVHUYHV��EEO�� 0DUNHW

�� 6DXGL�$UDELD� ���������������� �������

�� &DQDGD� ���������������� �������

�� ,UDQ� ���������������� �������

�� ,UDT� ���������������� �������

�� .XZDLW� ���������������� �������

�� 9HQH]XHOD� ����������������� �������

�� 8$(� ����������������� �������

�� 5XVVLD� ����������������� �������

�� /LE\D� ����������������� �������

��� 1LJHULD� ����������������� �������

��� .D]DNKVWDQ� ����������������� �������

��� 4DWDU� ����������������� �������

��� 8QLWHG�6WDWHV� ����������������� �������

��� &KLQD� ����������������� ������

��� $OJHULD� ������������������ ��������
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)ROORZHG�E\�$QJROD��0H[LFR��%UD]LO��$]HUEDLMDQ��6XGDQ��1RUZD\��
,QGLD��(XURSHDQ�8QLRQ��2PDQ��DQG�9LHWQDP��9LHWQDP�MXVW�ERU�
URZHG����ELOOLRQ�WR�¿QDQFH�WKH�'XQJ�4XDW�RLO� UH¿QHU\��SDUW�
QHULQJ� ZLWK� &RQRFR3KLOOLSV� DQG� REWDLQLQJ� ¿QDQFLQJ� WKURXJK�
%13�3DULEDV��DQG�WKH\�DUH�QRZ�H[SHFWHG�WR�EHFRPH�D�UHJLRQDO�
OHDGHU��9LHWQDP�KDV�ODUJH�RLO�UHVHUYHV��EXW�WKDW�ZDV�RQO\�PDGH�
SXEOLF� DIWHU� WKH� 9LHWQDP�:DU�� 3HWUR9LHWQDP� LV� FDUU\LQJ� RXW�
H[SORUDWLRQ� DFWLYLWLHV� LQ� 0DOD\VLD�� ,QGRQHVLD�� 0RQJROLD�� DQG�
$OJHULD��%XW�WKH�FHQWHU�RI�RLO�LV�WKH�0LGGOH�(DVW�

,I�\RX�DGG�WKH�0LGGOH�(DVWHUQ�VWDWHV�RI�6DXGL�$UDELD��,UDQ��,UDT��
.XZDLW��8QLWHG�$UDE�(PLUDWHV��8$(���DQG�4DWDU��WKDW�DPRXQWV�
WR�������SHUFHQW�RI�WKH�NQRZQ�RLO�UHVHUYHV�LQ�WKH�ZRUOG��
0XFK�RI�&DQDGD¶V�UHVHUYHV�DUH�LQ�WDUV�DQG�VDQGV�WKDW�DUH�GLI�
¿FXOW�DQG�H[SHQVLYH�WR�H[WUDFW�DQG�WKH�8QLWHG�6WDWHV�MXVW�FDQ¶W�
SURGXFH�DV�PXFK�RLO�DV�LW�QHHGV��WKLV�SODFHV�FULWLFDO�LPSRUWDQFH�
RQ�IRUHLJQ�RLO�LQ�WKH�0LGGOH�(DVW�

The Geo-Politics of Oil

7KH� YDVW�PDMRULW\� RI� WKH�ZRUOG¶V� RLO� UHVHUYHV� DUH� LQ� ,VODPLF�
FRXQWULHV��,VODP�UHFRJQL]HV�WKH�VDPH�ELEOLFDO�*RG�DV�WKH�-HZV�
DQG�&KULVWLDQV²(O��$O�RU�<DK²0XVOLPV�FDOO�*RG�E\�WKH�$UDELF�
QDPH�$OODK��$O�ODK��WKH�*RG��7KH\�UHFRJQL]H�WKH�SURSKHWV�RI�
WKH�-HZV��VHH�-HVXV�DV�D�SURSKHW�RI�*RG�DV�WKH�HDUO\�6HPLWLF�
&KULVWLDQV�GLG�� DQG�ZULWH�PRUH�DERXW� WKH�+RO\�0RWKHU�0DU\�
�PRWKHU�RI�-HVXV��WKDQ�LV�ZULWWHQ�LQ�WKH�+RO\�%LEOH��+RZHYHU��
WKH\�DOVR�EHOLHYH�WKDW�*RG�FKRVH�DQRWKHU�SURSKHW��0RKDPPDG��
DQG� KLV� UHYHODWLRQ� LV� WKH� .RUDQ� WKH� KRO\� VFULSWXUH� RI� ,VODP��
,VODP�LV�QRZ�RYHUWDNLQJ�&KULVWLDQLW\�DV�WKH�ZRUOG¶V�ODUJHVW�UHOL�
JLRQ��DQG�LV�SULPDULO\�SUHGRPLQDQW�LQ�WKH�0LGGOH�(DVW��1RUWK�
$IULFD� WR� WKH� HTXDWRU�� ,QGLD� WR�&HQWUDO� $VLD�� DQG� WKH� VRXWK�
HUQ�VWDWHV�RI�WKH�IRUPHU�6RYLHW�8QLRQ��,VODP�LV�FRPSULVHG�RI�
WZR�SUHGRPLQDWH�JURXSV��WKH�6XQQL��WKH�PDMRULW\�DQG�KRVW�WR�
,VODP¶V�PRVW�KRO\�FLWLHV�RI�0HFFD�DQG�0HGLQD�LQ�6DXGL�$UDELD��
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7KH�RWKHU�PDMRU�VHFW�LV�FDOOHG�6KLD��DQG�LW�LV�SULPDULO\�DFWLYH�
ZLWKLQ�WKH�IRUPHU�3HUVLDQ�(PSLUH��PRVWO\�,UDQ��VRXWKHUQ�,UDT��
DQG�<HPHQ�

7KHUH� LV� D� GHHS� UHVHQWPHQW� ZLWKLQ� WKH� 0XVOLP� FRPPXQLW\�
WRZDUG�WKH�8QLWHG�6WDWHV��GXH�LQ�SDUW�WR�LWV�VXSSRUW�RI�,VUDHO��
DV�ZHOO�DV�IRU�VXSSRUWLQJ�GLFWDWRUV�LQ�WKHLU�FRXQWULHV�DQG�WDN�
LQJ�WKHLU�RLO��:HVWHUQHUV�WHQG�WR�WKLQN�ZH�DUH� OLEHUDWLQJ�DQG�
PRGHUQL]LQJ� WKLUG�ZRUOG� FRXQWULHV��ZKLFK� LQ�PDQ\� FDVHV�ZH�
PD\�EH��EXW�ZLWKLQ�,VODP�WKH\�VHH�RXU�SUHVHQFH�LQ�WKHLU�FRXQ�
WULHV�DV�DQRWKHU�&UXVDGH��D�FRQTXHVW�DQG�VXEMXJDWLRQ�RI�WKHLU�
SHRSOH�IRU�RLO��2QO\�WKH�YHU\�IHZ�JHW�ULFK�LQ�WKRVH�FRXQWULHV��
DQG�PRVW�RI�WKH�SHRSOH�DUH�SRRU�DQG�FDQ¶W�HYHQ�YRWH��,Q�6DXGL�
$UDELD�DQG�RWKHU�6XQQL�FRXQWULHV��6KLD�DUH�QRW�DOORZHG�WR�KROG�
SXEOLF�RI¿FH��EHFRPH�MXGJHV��RU�VHUYH�DV�ZLWQHVVHV�LQ�FRXUW��
WKLV�KDV�FUHDWHG�UHVHQWPHQW�EHWZHHQ�WKH�WZR�VHFWV�

,UDQ�LV�D�6KLD�QDWLRQ�DQG�VR�LV�<HPHQ��ERWK�KDYH�RLO�DQG�ERWK�
VLW�RQ�WKH�WZR�JUHDWHVW�ÀRZV�RI�RLO� LQ�WKH�ZRUOG��0RVW�RI�WKH�
ZRUOG¶V�RLO�PRYHV�WKURXJK�WKH�6WUDLW�RI�+RUPX]�LQ�WKH�3HUVLDQ�
*XOI�� DQG� ,UDQ� KXJV� WKLV� OLWWOH� VWUDLJKW� JHRJUDSKLFDOO\� OLNH� D�
EHDU�KROGLQJ�D�FXE��DW�LWV�QDUURZHVW�FKRFN�SRLQW�LW¶V�RQO\�WKLUW\�
PLOHV�DFURVV��DQG�DQ�DYHUDJH�RI�¿IWHHQ�WDQNHUV�SDVV�WKURXJK�
LW�HDFK�GD\�

<HPHQ�� DQRWKHU� 6KLD� VWDWH�� OLHV� XSRQ� WKH� *DWH� RI� 7HDUV��
DQRWKHU� QDUURZ� VWUDLJKW� QHDU� WKH� VRXWKHUQ� 6DXGL� RLO� ¿HOGV��
WKURXJK�ZKLFK�����PLOOLRQ�EDUUHOV�RI�RLO�DUH�VKLSSHG�HYHU\�GD\��
<HPHQLV¶�DQG�6DXGLV�KDYH�EHHQ�¿JKWLQJ�ERUGHU�EDWWOHV��DQG�
6DXGL� $UDELD� ZDV� DFFXVHG� RI� JLYLQJ� 6DGGDP¶V� ,UDT� ELOOLRQV�
RI�GROODUV��ZLWK�WKH�KHOS�RI� WKH�8QLWHG�6WDWHV�� WR�NLOO�6KLD� LQ�
,UDQ��$�KDOI�D�PLOOLRQ�,UDQLDQV�GLHG��DQG�WKH\�IHHO�WKH�RWKHU�RLO�
FRXQWULHV�ZHUH�PHUHO\�SXSSHWV�RI� WKH�8QLWHG�6WDWHV�� VR� WKH�
6KLD�DUH�PRELOL]LQJ�IRU�ZDU��7KH�SHRSOH�RI�,UDQ�DOVR�KDG�WKHLU�
GHPRFUDWLFDOO\�HOHFWHG�OHDGHU�RYHUWKURZQ�ZLWK�WKH�KHOS�RI�WKH�
8QLWHG�6WDWHV��VR�WKH\�IHDU�ZH�ZLOO�WU\�WR�WDNH�RYHU�WKHLU�FRXQ�
WU\�DJDLQ�WR�VWHDO�WKHLU�RLO��7KLV�LV�WKH�XQGHUSLQQLQJ�RI�JOREDO�
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WHUURULVP��:KHQ�\RX�ORRN�DW�WKH�WUXH�FRVW�RI�RLO��LQFOXGLQJ�RXU�
PDVVLYH�PLOLWDU\�DQG�DLG�H[SHQGLWXUHV��WKH�SULFH�DW�WKH�SXPS�
ZRXOG�EH�PRUH�WKDQ�GRXEOH��:H�VSHQG�D�IRUWXQH�IRU�FKHDS�RLO��
DQG�LW�FRVWV�OLYHV��DQG�QRZ�PRVW�RI�WKH�ZRUOG�KDWHV�WKH�:HVW��
:H�DUH�FUHDWLQJ�D�EUHHGLQJ�JURXQG�IRU�PRUH�ZDU�

7KH� ZRUOG¶V� ROGHVW� RLO� ¿HOGV� LQ� %DNX�� 7H[DV�� DQG� 9HQH]XHOD�
KDYH�GULHG�XS��3URGXFWLRQ�LV�VORZLQJ�GRZQ�LQ�PRVW�RI�WKH�RLO�
SURGXFLQJ�QDWLRQV��6DXGL�$UDELD�DQG�,UDT�VKRZ�WKH�EHVW�IXWXUH�
SURVSHFWV�DQG�WKH\�DUH�ERWK�KLJKO\�YRODWLOH�QDWLRQV��7KH�VWDQG�
DUG�RI�OLYLQJ�IRU�WKH�DYHUDJH�6DXGL�$UDELDQ�LV�KDOI�ZKDW�LW�XVHG�
WR�EH�DQG�WKH\�GRQ¶W�KDYH�PXFK�RI�D�IXWXUH��VR�WKH\�DUH�WXUQ�
LQJ�WR�UHOLJLRQ�IRU�FRPIRUW�DQG�GLUHFWLRQ��7KH\�DUH�DOVR�UHVHQW�
LQJ�WKH�ZHVW�IRU�GRPLQDWLQJ�WKHLU�ODQG�DJDLQ��

,Q� HYHU\� ,VODPLF�RLO�SURGXFLQJ�QDWLRQ� WKHVH�DQWL�:HVW� VHQWL�
PHQWV� DUH� EXLOGLQJ�� 7KH� YLHZ� LV� WKDW� ELJ�$PHULFDQ� RLO� FRP�
SDQLHV�PDNH�GHDOV�ZLWK� SHRSOH� WKH\�SXW� LQWR� SRZHU�� DQG�RU�
SURWHFW�ZLWK�WKHLU�PLOLWDU\�PLJKW��DQG�WKH�IHZ�JHW�DVWRXQGLQJO\�
ULFK�DQG�ZKLOH�PRVW�RI�WKH�UHVW�KDYH�YHU\�OLWWOH��DQG�WKH\�VXI�
IHU��7KH�LPDJHV�RQ�WKH�WHOHYLVLRQ�WKH\�ZDWFK�DUH�RI�$PHULFDQV�
FRQWUROOLQJ�HYHU\WKLQJ��DQG�WKH\�KDYH�D�SRLQW��ZH�GR��,I�WKHVH�
QDWLRQV�URVH�XS�WRJHWKHU�WKH\�FRXOG�FULSSOH�WKH�RLO�LQIUDVWUXF�
WXUH�DQG�LW�ZRXOG�KLW�WKH�ZHVW�KDUG��VR�8�6��PLOLWDU\�EDVHV�DUH�
JRLQJ�XS�HYHU\ZKHUH�WKHUH�LV�RLO��7KH�RLO�PXVW�ÀRZ�

0RUHRYHU��WKH�LPDJHV�RQ�WHOHYLVLRQ�WKDW�PRVW�RI�WKH�ZRUOG�VHHV�
VKRZV� WKH� 8QLWHG� 6WDWHV� DV� D� ZRUOG� RI� ZHDOWK� DQG� FRPIRUW�
WKH\� FDQ� RQO\� GUHDP� RI�� WKH\� DOVR� VHH� WKH� ORZHVW� FRPPRQ�
GHQRPLQDWRU�RI�VRFLDO�EHKDYLRU��DQG�ZKDW�DSSHDUV�WR�WKHP�DV�
LPPRUDO�EHKDYLRU�DQG�ODVFLYLRXV�FRQGXFW��DV�ZHOO�DV�WKH�PLQG�
ERJJOLQJ�WHFKQRORJ\�DQG�PLOLWDU\�SRZHU�WKDW�LV�ERWK�DZHVRPH�
DQG� LQWLPLGDWLQJ�� :KHUHYHU� WKH� :HVWHUQHU� JRHV�� KH� EULQJV�
DOFRKRO��GUXJV��GHEW��DQG�ZDU��VR�RYHU�WKH�SDVW�IHZ�GHFDGHV�
WKH�ZRUOG�ERWK�ORRNV�XS�WR�$PHULFD�EXW�DOVR�LV�VFDUHG�RI�LW��:H�
JHW�ULFK�RII�RI�RWKHU�SHRSOHV�UHVRXUFHV��DQG�PRUH�RI�WKH�ZRUOG�
LV�JHWWLQJ�ZLVHU�WR�LW��:LWKRXW�WHQGLQJ�WR�WKH�QHHGV�DQG�ULJKWV�
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RI�WKH�FRPPRQ�PDQ��WKH�ODERUHUV��ZH�OHDG�RXUVHOYHV�WR�PRUH�
UHEHOOLRQV�DQG�ZDUV�

Project for the New American Century

,Q� ����� WKH� 3URMHFW� IRU� WKH� 1HZ� $PHULFDQ� &HQWXU\� �31$&��
ZDV�FUHDWHG�DV�DQ�HGXFDWLRQDO�RUJDQL]DWLRQ�ZKRVH�JRDO�LV�WR�
SURPRWH�$PHULFDQ�JOREDO�OHDGHUVKLS��7KH�RULJLQDO�VLJQDWRULHV�
LQFOXGH�'LFN�&KHQH\�� -HE�%XVK��(OOLRWW�$EUDPV��'DQ�4XD\OH��
'RQDOG�5XPVIHOG��DQG�3DXO�:ROIRZLW]��DQG�RWKHUV�IURP�SUHVL�
GHQWLDO� FDELQHWV�� GHIHQVH� FRQWUDFWRUV�� DQG� XQLYHUVLWLHV�� 7KH�
31$&¶V� SROLF\� GRFXPHQW� 5HEXLOGLQJ� $PHULFD¶V� 'HIHQVHV��
6WUDWHJ\��)RUFHV��DQG�5HVRXUFHV�IRU�D�1HZ�&HQWXU\�GHVFULEHV�
LWV�PLVVLRQ�LQ�WKH�LQWURGXFWLRQ�

,Q� EURDG� WHUPV�� ZH� VDZ� WKH� SURMHFW� DV� EXLOGLQJ�
XSRQ� WKH� GHIHQVH� VWUDWHJ\� RXWOLQHG� E\� WKH� &KHQH\�
'HIHQVH�'HSDUWPHQW� LQ� WKH�ZDQLQJ� GD\V� RI� WKH� %XVK�
$GPLQLVWUDWLRQ�� 7KH� 'HIHQVH� 3ROLF\� *XLGDQFH� �'3*��
GUDIWHG� LQ� WKH�HDUO\�PRQWKV�RI������SURYLGHG�D�EOXH�
SULQW�IRU�PDLQWDLQLQJ�8�6��SUHHPLQHQFH��SUHFOXGLQJ�WKH�
ULVH� RI� D� JUHDW� SRZHU� ULYDO�� DQG� VKDSLQJ� WKH� LQWHUQD�
WLRQDO�VHFXULW\�RUGHU�LQ�OLQH�ZLWK�$PHULFDQ�SULQFLSOHV�DQG�
LQWHUHVWV�

7KLV� SROLF\� GRFXPHQW� KDV� VHUYHG� DV� WKH� EDVHV� RI� PLOLWDU\�
DFWLRQV�VLQFH�LWV�FUHDWLRQ��LW�GHFODUHV��³$PHULFD¶V�JUDQG�VWUDW�
HJ\� VKRXOG� DLP� WR� SUHVHUYH� DQG� H[WHQG� WKLV� DGYDQWDJHRXV�
SRVLWLRQ�DV�IDU�LQWR�WKH�IXWXUH�DV�SRVVLEOH�́ �,WV�IRXU�FRUH�PLV�
VLRQV�IRU�8�6��PLOLWDU\�IRUFHV�LQFOXGH�

'HIHQG�WKH�$PHULFDQ�KRPHODQG

)LJKW�DQG�GHFLVLYHO\�ZLQ�PXOWLSOH��VLPXOWDQHRXV�PDMRU��
WKHDWHU�ZDUV
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3HUIRUP�WKH�³FRQVWDEXODU\´�GXWLHV�DVVRFLDWHG�ZLWK��
VKDSLQJ�WKH�VHFXULW\�HQYLURQPHQW�LQ�FULWLFDO�UHJLRQV�

7UDQVIRUP�8�6��IRUFHV�WR�H[SORLW�WKH�³UHYROXWLRQ�LQ��
PLOLWDU\�DIIDLUV�́

7KLV� GRFXPHQW� IXUWKHU� VXJJHVWV� LQ� ZKLFK� DUHD� RI� GHIHQVH�
$PHULFDQ� VKRXOG� LQYHVW�� ZKLFK� LQFOXGH� 0RGHUQL]H� WKH� )����
¿JKWHU�� H[SDQG� VXEPDULQH� DQG� VXUIDFH� FRPEDWDQW� ÀHHWV��
H[SDQG� DQG� GHSOR\� JOREDO� PLVVLOH� GHIHQVHV� DQG� PRGHUQL]H�
RXU�QXFOHDU�FDSDELOLWLHV�� ³SDYH� WKH�ZD\´� IRU�ERWK�VSDFH�DQG�
³F\EHUVSDFH´�PLOLWDU\� IRUFHV�� GHYHORS� JUHDWHU�PLOLWDU\� WHFK�
QRORJ\�� LQFUHDVH� GHIHQVH� VSHQGLQJ�� DQG� HQODUJH� WKH� VL]H� RI�
RXU�PLOLWDU\�SHUVRQQHO��DQG�FRQVLGHU�D�GUDIW��7KH�PRVW�FRQ�
WURYHUVLDO�VWDWHPHQW�RI� WKH�UHSRUW� LQ�VHFWLRQ�9�RI�5HEXLOGLQJ�
$PHULFD¶V�'HIHQVHV��HQWLWOHG�³&UHDWLQJ�7RPRUURZ¶V�'RPLQDQW�
)RUFH�́ �DQG�LW�LQFOXGHV�WKH�VHQWHQFH��³)XUWKHU��WKH�SURFHVV�RI�
WUDQVIRUPDWLRQ��HYHQ�LI�LW�EULQJV�UHYROXWLRQDU\�FKDQJH��LV�OLNHO\�
WR� EH� D� ORQJ� RQH�� DEVHQW� VRPH� FDWDVWURSKLF� DQG� FDWDO\]LQJ�
HYHQW�OLNH�D�QHZ�3HDUO�+DUERU�́ �6RPHWKLQJ�OLNH������

Energy

7RWDO�ZRUOGZLGH� HQHUJ\� FRQVXPSWLRQ� LQ� �����ZDV� ���� H[D�
MRXOHV��ZLWK�DOPRVW����SHUFHQW�GHULYHG�IURP�WKH�FRPEXVWLRQ�
RI�IRVVLO�IXHOV�OLNH�RLO��WKLV�LV�HTXLYDOHQW�WR�DQ�RYHUDOO�DYHUDJH�
SRZHU�FRQVXPSWLRQ�UDWH�RI�¿IWHHQ�WHUDZDWWV��2QH�WHUDZDWW�LV�
HTXDO�WR�RQH�WULOOLRQ�ZDWWV��D�W\SLFDO�OLJKWLQJ�VWULNH���D�W\SLFDO�
KRXVHKROG�LQFDQGHVFHQW�OLJKWEXOE�KDV�D�SRZHU�UDWLQJ�RI����WR�
����ZDWWV��DQG�D�W\SLFDO�FRDO�SRZHUHG�SRZHU�VWDWLRQ�SURGXFHV�
DURXQG���������PHJDZDWWV��$�PHJDZDWW�LV�RQH�PLOOLRQ�ZDWWV��
2I� DOO� WKH� HQHUJ\� KDUQHVVHG� VLQFH� WKH� LQGXVWULDO� UHYROXWLRQ��
PRUH�WKDQ�KDOI�KDV�EHHQ�FRQVXPHG�ZLWKLQ�WKH�ODVW�WZR�GHF�
DGHV�� WKLV� LV�SULPDULO\�GXH� WR� WKH�ULVH�RI�D�PLGGOH�FODVV�DQG�
LQFUHDVLQJ�JOREDO�SRSXODWLRQ��&KLQD�EHFDPH�WKH�ZRUOG¶V�ODUJHVW�
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HQHUJ\�FRQVXPHU�����SHUFHQW�RI�WRWDO��ZKHQ�LWV�FRQVXPSWLRQ�
6XUJHG�E\���SHUFHQW�LQ�������7KH�8QLWHG�6WDWHV�LV�WKH�ZRUOG¶V�
VHFRQG� ODUJHVW� FRQVXPHU� RI� HQHUJ\�� EXW� LW¶V� FRQVXPSWLRQ� LV�
GRZQ�VOLJKWO\�GXH�WR�WKH�HFRQRPLF�UHFHVVLRQ��������

2LO�VWLOO�UHPDLQV�WKH�ODUJHVW�HQHUJ\�VRXUFH�����SHUFHQW��GHVSLWH�
WKH� IDFW� WKDW� LWV� VKDUH�KDV�EHHQ�GHFUHDVLQJ�RYHU� WLPH��&RDO�
VWLOO�SOD\V�DQ�LPSRUWDQW�UROH�RI�IHHGLQJ�WKH�ZRUOG¶V�HQHUJ\�FRQ�
VXPSWLRQ�DFFRXQWLQJ�IRU����SHUFHQW�LQ�������IROORZHG�E\�JDV�
���SHUFHQW���������1XFOHDU���SHUFHQW���������%LRPDVV���SHU�
FHQW���������+\GUR���SHUFHQW���������6RODU�����SHUFHQW��������
DQG�ZLQG�����SHUFHQW��0RVW�RI�WKH�ZRUOG¶V�HQHUJ\�FRPHV�IURP�
WKH�VXQ��DQG�LQ�WKH�SDVW�IHZ�GHFDGHV�VFLHQFH�KDV�PDGH�WUH�
PHQGRXV�VWULGHV�RI�KDUQHVVLQJ�WKH�VXQ¶V�HQHUJ\��RI�SDUWLFXODU�
LPSRUWDQFH�LV�PDNLQJ�WKLV�WHFKQRORJ\�FRPPHUFLDOO\�DYDLODEOH�
LQ�EXLOGLQJ�PDWHULDOV�DQG�XVLQJ�LW�LQ�VWUXFWXUHV��7KLV�WHFKQRO�
RJ\�DOUHDG\�H[LVWV�DQG�SURWRW\SHV�DUH�LQ�XVH�WRGD\��ZH�KDYH�
RQO\�WR�PRELOL]H�WKH�UHVRXUFHV�VXFK�DV�FDSLWDO�WR�EULQJ�LW�LQWR�
SURGXFWLRQ�

7KH� WHFKQRORJ\� DOVR� H[LVWV� WRGD\� WR� PDQXIDFWXUH� HQHUJ\�
IURP�WKH�ZLQG�DW�FRPPHUFLDOO\�FRPSHWLWLYH�SULFHV��DQG�ZLWKLQ�
WZR� GHFDGHV� ZH� FRXOG� VXSSO\� HQRXJK� HOHFWULFLW\� WR� VXSSRUW�
1RUWK�$PHULFD¶V�QHHGV�� LQFOXGLQJ� WKH�DQWLFLSDWHG� LQFUHDVH� LQ�
�HOHFWULF�FDUV��$W�WKH�HQG�RI�������ZRUOGZLGH�ZLQG�IDUP�FDSDF�
LW\� LQFUHDVHG� ��� SHUFHQW� WR� �������� 0:�� :LQG� QRZ� VXS�
SOLHV�����SHUFHQW�RI�JOREDO�HOHFWULFLW\�SURGXFWLRQ�����SHUFHQW�
LQ�'HQPDUN����SHUFHQW�LQ�6SDLQ�DQG�3RUWXJDO��DQG���SHUFHQW�
LQ�*HUPDQ\�DQG�,UHODQG��,Q�������8QLWHG�6WDWHV�ZLQG�SRZHU�
FDSDFLW\�UHDFKHG��������0:�DQG� LV�H[SHFWHG�WR� LQFUHDVH�DW�
DQ� LQFUHDVLQJ� UDWH�� +RZHYHU�� HYHQ� ZLWK� PDVVLYH� LQIUDVWUXF�
WXUH�GHYHORSPHQW�LQ�ZLQG�DQG�VRODU��ZH�DUH�VWLOO�JRLQJ�WR�QHHG�
PRUH�IRVVLO�IXHOV�LQ�WKH�IRUHVHHDEOH�IXWXUH��0RUHRYHU��RLO�LV�DOVR�
XVHG�LQ�RWKHU�LQGXVWULHV�VXFK�DV�SODVWLFV�DQG�IHUWLOL]HUV��VR�WKH�
RLO�QHHGV�WR�NHHS�FRPLQJ�HYHQ�DV�ZH�GHYHORS�PRUH�VHQVLEOH�
UHQHZDEOH�HQHUJ\�VRXUFHV�



OIL POWER  |  145

The Enron Loophole

(QURQ�VHUYHV�DV�D�FODVVLF�H[DPSOH�RI�ZKDW¶V�ZURQJ�ZLWK�EXVL�
QHVV�DQG�JRYHUQPHQW��+HUH�LV�DQ�H[DPSOH�RI�KRZ�D�OREE\LVW�
FDQ�EX\�LQÀXHQFH�DQG�SRZHU�DOO�WKH�ZD\�XS�WR�WKH�SUHVLGHQW��
,Q� VRPH� FRXQWULHV�� HQHUJ\� LV�PDQDJHG� DV� D� SXEOLF� VHUYLFH��
KRZHYHU��LQ�WKH�8QLWHG�6WDWHV�DQG�PDQ\�RWKHU�FRXQWULHV�LW�LV�D�
FRPPRGLW\�WUDGHG�RQ�WKH�PDUNHW��$V�D�PDUNHW�FRPPRGLW\�LW�
QRW�RQO\�LV�KHDYLO\�LQÀXHQFHG�E\�PDUNHW�FRQGLWLRQV�EXW�DOVR�E\�
WKRVH�ZKR�ZRXOG�PDQLSXODWH�WKH�PDUNHW�IRU�SHUVRQDO�JDLQ�DW�
WKH�H[SHQVH�RI�RWKHUV�

(QURQ�&RUSRUDWLRQ�EHFDPH� WUDGHUV� RI� HQHUJ\�DQG� FRQWUROOHG�
PXFK�RI�WKH�PDUNHW��7H[DV�6HQDWRU�3KLO�*UDPP��RQH�RI�WKH�DOO�
WLPH�WRS�¿QDQFLDO�UHFLSLHQWV�RI�WKH�RLO�DQG�JDV�LQGXVWU\��OHG�WKH�
SDFN�IRU�(QURQ�WR�JHW�D�ORRSKROH�LQ�UHJXODWLRQ�WKDW�ZRXOG�HQD�
EOH�(QURQ�WR�PDQLSXODWH�WKH�HQHUJ\�PDUNHW��(QURQ¶V�&(2�.HQ�
/D\�VHUYHG�DV�WKH�UHJLRQDO�FKDLUPDQ�RI�*UDPP¶V�XQVXFFHVV�
IXO�FDPSDLJQ�IRU�WKH�5HSXEOLFDQ�SUHVLGHQWLDO�HOHFWLRQ��6HQDWRU�
*UDPP¶V�ZLIH��:HQG\�*UDPP��VHUYHG�RQ�(QURQ¶V�ERDUG�IURP�
�����WR�������PDGH�PLOOLRQV��DQG�VHUYHG�RQ�WKH�DXGLWLQJ�FRP�
PLWWHH�UHVSRQVLEOH�IRU�(QURQ¶V�¿QDQFLDO�UHSRUWLQJ��,Q�KHU�ERRN�
7KH� 7\UDQQ\� RI� 2LO�� $QWRQLD� -XKDV]�� UHYHDOV� WKDW� ³%RWK� WKH�
FRPSDQ\� DQG� LWV� WRS� RI¿FHUV�ZHUH�*HRUJH�:�� %XVK¶V� VLQJOH�
JUHDWHVW�FDUHHU�FDPSDLJQ�FRQWULEXWRU�́

,Q� 'HFHPEHU� RI� ������ ZLWKRXW� DQ\� FRQJUHVVLRQDO� KHDU�
LQJV�RU�GHEDWH��3KLO�*UDPP�ZDV�DEOH�WR�DGG�ZKDW�KDV�EHHQ�
ODEHOHG� WKH�³(QURQ�/RRSKROH´� LQWR� WKH�&RPPRGLW\�)XWXUHV�
0RGHUQL]DWLRQ� $FW�� 7KLV� ELOO� ZDV� TXLFNO\� DWWDFKHG� WR� D�
�������SDJH�RPQLEXV�DSSURSULDWLRQV�ELOO�DQG�VLJQHG�LQWR�ODZ��
7KH\�VOLSSHG�LW�LQ��7KLV�HQDEOHG�WKH�WUDGHUV�WR�FUHDWH�DQ�XQUHJ�
XODWHG�H[FKDQJH�DQG�WDNH�FRQWURO�RI�WKH�HQHUJ\�PDUNHW��WKLV�LV�
ZKDW�XOWLPDWHO\�OHG�WR�WKH�HQHUJ\�FULVLV�DQG�UROOLQJ�EODFNRXWV�
LQ�&DOLIRUQLD��(QURQ�VWXFN�LW�WR�&DOLIRUQLD�DQG�PDGH�D�¿QDQFLDO�
NLOOLQJ��7KLV�DFW�DOVR�HQDEOHG�WKH�HQHUJ\�LQGXVWU\�WR�IRUP�D�QHZ�
V\QGLFDWH�FDOOHG�WKH�,QWHU&RQWLQHQWDO�([FKDQJH��,&(��WR�FUHDWH�
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DQ�XQUHJXODWHG�HQHUJ\� IXWXUHV�PDUNHW�� ,&(�ZDV� IRXQGHG�E\�
%3��6KHOO��7RWDO)LQD(OI��*ROGPDQ�6DFKV��0RUJDQ�6WDQOH\��DQG�
RWKHUV��DQG�XVHV�PDQ\�RI�WKH�VDPH�WUDGHUV�ZKR�WRRN�(QURQ�
GRZQ��7UDGHUV�RSHQO\�DGPLWWHG�PDQLSXODWLQJ�WKH�PDUNHWV�DQG�
WKDW�ZDV��LQ�IDFW��WKHLU�MRE��VWDWLQJ�H[SOLFLWO\�LQ�KHDULQJV��³<HV��
ZH�PRYHG�PDUNHWV�́ � ,Q������&DOLIRUQLD�SDLG������ELOOLRQ� IRU�
ZKROHVDOH�HOHFWULFLW\��DQG�RQO\�RQH�\HDU�ODWHU�WKH�FRVW�URVH�����
SHUFHQW�WR�������ELOOLRQ�

$FFRUGLQJ�WR�0LFKDHO�*UHHQEHUJHU� LQ� WKH������6HQDWH�KHDU�
LQJV�VWDWHG�

,W� LV� QRZ� EH\RQG� GRXEW� WKDW� PDQLSXODWLRQ� RI� IXWXUHV�
DQG�GHULYDWLYHV�FRQWUDFWV�SXUVXDQW�WR�WKDW�ORRSKROH�GUD�
PDWLFDOO\�LQFUHDVHG�WKH�PDUNHW�SULFH�RI�HOHFWULFLW\�LQ�WKH�
:HVWHUQ�8QLWHG�6WDWHV�GXULQJ�����������

$QRWKHU�W\SLFDO�H[DPSOH�RI�KRZ�FRUSRUDWLRQV�KDYH�EHHQ�PLV�
PDQDJHG��WKH�VDPH�FRPSDQ\�WKDW�LV�JLYLQJ�(QURQ�DGYLFH�RQ�
KRZ�WR�KLGH�DVVHWV�DQG�OLDELOLWLHV�LQ�RIIVKRUH�DFFRXQWV�VR�WKH�
VWRFNKROGHUV�� WKH� SXEOLF� DQG� WKH� JRYHUQPHQW� FDQ¶W� VHH� LW��
$UWKXU�$QGHUVRQ��D�OHDGLQJ�SXEOLF�DFFRXQWDQF\�FRUSRUDWLRQ�DW�
WKH� WLPH��ZDV�DOVR� UHWDLQHG�E\�(QURQ� WR�DXGLW� WKH�FRPSDQ\�
RQ�EHKDOI�RI� WKH�VWRFNKROGHUV��7KLV� LV�REYLRXVO\�D�FRQÀLFW�RI�
LQWHUHVW��DQG�$UWKXU�$QGHUVRQ�XOWLPDWHO\�ZHQW�XQGHU�IRU�LW��EXW�
WKHVH�VDPH�SUDFWLFHV�VWLOO�JR�RQ�WR�WKLV�GD\�

+LGLQJ� PRQH\� LQ� RIIVKRUH� DFFRXQWV�� O\LQJ� WR� VWRFNKROGHUV��
PDQLSXODWLQJ�PDUNHWV��DQG�SD\LQJ�RII�SROLWLFLDQV�WR�JHW�ORRS�
KROHV�RU�NLFNEDFNV�DQG�VXEVLGLHV��WKLV�LV�DW�WKH�KHDUW�RI�ZKDW¶V�
KXUWLQJ�WKH�SHRSOH�RI�WKH�ZRUOG��XQUHVWUDLQHG�OREE\LQJ�LV�FRU�
UXSWLQJ� RXU� QDWLRQ�� DQG� LW� JRHV� DOO� WKH�ZD\� WR� WKH� WRS�� 7KH�
8QLWHG�6WDWHV�&RQJUHVV�KDV� VROG� RXW� WR� FRUSRUDWH� LQWHUHVWV��
EXW�WKH\�FDQ¶W�VXUYLYH�LQ�WKH�V\VWHP�ZH�KDYH�QRZ�RWKHUZLVH��
:H�KDYH�WR�FKDQJH�WKH�V\VWHP��DQG�ZH�KDYH�WR�NLOO�OREE\LQJ�



OIL POWER  |  147

Cartel Lobby Power

0RVW�VWDWHV�DQG�FRXQWULHV�UHFHLYH�D�WD[�IRU�WKH�H[WUDFWLRQ�RI�
WKHLU�QDWXUDO�UHVRXUFHV��LQ�RUGHU�WR�KHOS�VXSSRUW�WKH�LQIUDVWUXF�
WXUH� WKH\�XVH�DQG�JLYH� VRPHWKLQJ�EDFN� WR� WKH� FRPPXQLWLHV�
WKDW�KDYH�WKHVH�UHVRXUFHV��&DOLIRUQLD�LV�KRPH�WR�VRPH�RI�WKH�
QDWLRQ¶V�ODUJHVW�RLO�FRPSDQLHV��VXFK�DV�&KHYURQ��EXW�PDQ\�RLO�
FRPSDQLHV�GULOO�XS�DQG�GRZQ�WKH�FRDVW��$OPRVW�DOO�VWDWH�DQG�
QDWLRQDO�UHSUHVHQWDWLYHV�UHFHLYH�PRQH\�IURP�WKH�RLO�V\QGLFDWH��
VR�PRYLQJ�DQ\�OHJLVODWLRQ�WKDW�WKH�RLO�FRPSDQLHV�GRQ¶W�ZDQW�LV�
JRLQJ�WR�EH�YHU\�GLI¿FXOW�

,Q������YRWHUV�DGGHG�3URSRVLWLRQ����RQ�WKH�EDOOHW�LQ�RUGHU�
WR�WD[�WKDW�RLO�WKDW�&DOLIRUQLD�RZQHG�DQG�ZDV�EHLQJ�GUDZQ�RXW�
DQG�VROG� IRU�SUR¿W�E\� WKH�RLO� FRPSDQLHV�� ,W�ZDV�D� UHODWLYHO\�
VPDOO�WD[�FRPSDUHG�WR�ZKDW�RWKHU�VWDWHV�LPSRVHG��%HIRUH�WKH�
EDOOHW�ZDV�SODFHG�WR�D�YRWH��SROOV�VXJJHVWHG�RYHU����SHUFHQW�RI�
WKH�YRWHUV�ZHUH�LQ�IDYRU�RI�WKH�LGHD��+RZHYHU��ZKHQ�WKH�PHDV�
XUH�ZDV�FRPLQJ�XS�IRU�WKH�&DOLIRUQLD�YRWHUV�WKH�RLO�FRPSDQLHV�
SRXUHG�RYHU������PLOOLRQ�GROODUV�WKURXJK�WKHLU�QHWZRUN�WR�FRQ�
YLQFH�WKH�YRWHU�LW�ZRXOG�MXVW�HQG�XS�FRVWLQJ�WKHP�PRUH�DW�WKH�
SXPSV��ZKLFK�ZRXOGQ¶W�QHFHVVDULO\�KDYH�WR�EH�WUXH��RQO\�LI�WKH�
ERDUG�GHFLGHG�WR��7KH�YRWHUV�ZHUH�VFDUHG�DQG�YRWHG�DJDLQVW�
WD[LQJ�WKH�RLO�FRPSDQLHV��7KRVH�SURSRVLQJ�WKH�WD[�ZHUH�VLPSO\�
RXWVSHQW�

7KH� RLO� LQWHUHVWV� RXWVSHQG� WKH� YRWHUV¶� LQWHUHVWV� WZR� WR� RQH��
7KLV� LV� D� EDVLF� IRUPXOD�PDQ\� SROLWLFDO� DQG� VSHFLDO� LQWHUHVWV�
KDYH�OHDUQHG�WKDW�ZLQQLQJ�LV�YHU\�PXFK�EDVHG�RQ�KRZ�PXFK�
DLUWLPH�\RX�KDYH��7KH�PRUH�PRQH\�\RX�KDYH��WKH�PRUH�DLU�
WLPH�\RX�FDQ�EX\��WKH�PRUH�DLUWLPH�\RX�KDYH�WKH�JUHDWHU�\RXU�
FKDQFHV�RI�ZLQQLQJ��6R�WKH�FRUSRUDWH�VWUDWHJ\�LV�WR�RXWVSHQG�
\RXU�RSSRQHQW�IRU�DGV��OREE\LQJ��ODZVXLWV��DQG�EX\LQJ�VXSSRUW�
IURP�FRQVWLWXHQWV��7KH�&HQWHU� IRU�5HVSRQVLYH�3ROLWLFV��&53���
XVLQJ�WKH�)HGHUDO�(OHFWLRQ�&RPPLVVLRQ�GDWD�HVWLPDWHV�WKDW�
IURP�����������([[RQ0RELO�DORQH�VSHQW�PRUH�WKDQ�����PLO�
OLRQ�OREE\LQJ�WKH�IHGHUDO�JRYHUQPHQW��&KHYRQ�VSHQW�RYHU�����
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PLOOLRQ��7KH�SULFH�RI�ZLQQLQJ�DQ�HOHFWLRQ�KDV�JRQH�XS�WR������
PLOOLRQ�IRU�D�VHQDWH�VHDW�DQG�������PLOOLRQ�IRU�D�VHDW� LQ�WKH�
+RXVH� RI� 5HSUHVHQWDWLYHV�� WKH� RLO� LQGXVWU\� VSHQW� RYHU� �����
PLOOLRQ�OREE\LQJ�WKH�JRYHUQPHQW�DQG�JRW�WKHLU�PHUJHUV��7KHVH�
¿JXUHV�GR�QRW�HYHQ�LQFOXGH�WKH�³VRIW�PRQH\´�WKDW�JRHV�WR�FRQ�
YHQWLRQV�� SDUWLHV�� DQG� DI¿OLDWLRQV� WKDW� VXSSRUW� D� FDQGLGDWH��
DQG�WKLV�VRIW�PRQH\�LV�PDQ\�WLPHV�ODUJHU�WKDQ�GLUHFW�UHSRUWHG�
OREE\LQJ��$OPRVW�HYHU\�8QLWHG�6WDWHV�VHQDWRU��UHSUHVHQWDWLYH��
DQG�SUHVLGHQW�LV�EHKROGLQJ�WR�WKH�RLO�PRQRSRO\�DQG�WKH�EDQN�
LQJ�FDUWHO��ZKLFK�DUH�WKH�VDPH�LQWHUHVWV�

$Q\RQH�JRHV�DJDLQVW�WKH�ZLOO�RI�WKLV�RLO�FDUWHO�¿QGV�D�IRUWXQH�
ZLOO�EH�VSHQW�RQ�DQ\�RSSRVLQJ�FDQGLGDWH�LQ�WKH�QH[W�HOHFWLRQ��
7KH� HQWLUH� JRYHUQPHQW� RI� WKH�8QLWHG�6WDWHV� LV� SDLG� RII� DQG�
EHKROGLQJ� WR� WKHVH� VSHFLDO� LQWHUHVWV�� 7KH�6KHUPDQ�$QWLWUXVW�
$FW�� WKH�PRVW� IDPRXV�DQWLWUXVW�DFW� LQ�8QLWHG�6WDWHV�KLVWRU\��
ZDV�UHFHQWO\�RYHUWXUQHG�DOORZLQJ�DOO�WKH�IRUPHU�6WDQGDUG�2LO�
JLDQWV�WR�PHUJH�WRJHWKHU�DJDLQ��6KRUWO\�WKHUHDIWHU�WKH�SULFH�RI�
RLO�UHDFKHG�UHFRUG�KHLJKWV�DW�WKH�SXPSV�WKH�VDPH�WLPH�WKH\�
ZHUH�UHFRUGLQJ�ZRUOG�UHFRUG�SUR¿WV��0RUHRYHU��RXU�6XSUHPH�
&RXUW�MXVW�RYHUUXOHG�WZR�LPSRUWDQW�SUHFHGHQWV�DERXW�WKH�)LUVW�
$PHQGPHQW�ULJKWV�RI�FRUSRUDWLRQV�LQ������DQG�UXOHG�WKDW�JRY�
HUQPHQW�PD\� QRW� EDQ� SROLWLFDO� VSHQGLQJ� E\� FRUSRUDWLRQV� LQ�
FDQGLGDWH�HOHFWLRQV��3UHVLGHQW�%DUDN�2EDPD�FDOOHG�LW�

>$@�PDMRU�YLFWRU\�IRU�ELJ�RLO��:DOO�6WUHHW�EDQNV��KHDOWK�
LQVXUDQFH�FRPSDQLHV��DQG�WKH�RWKHU�SRZHUIXO�LQWHUHVWV�
WKDW�PDUVKDO� WKHLU�SRZHU�HYHU\�GD\� LQ�:DVKLQJWRQ� WR�
GURZQ�RXW�WKH�YRLFHV�RI�HYHU\GD\�$PHULFDQV�

6R��QRZ��LI�\RX�KDYH�HQRXJK�PRQH\�\RX�FDQ�EX\�DOO�WKH�FDQ�
GLGDWHV� RU� YRWHV� WKDW� \RX�ZDQW�� DQG� WKDW� LV� DW� WKH�KHDUW� RI�
RXU� GHPRFUDFLHV� IDLOLQJV�� 2XU� FRQJUHVVPHQ� GR� WKH� ELGGLQJ�
RI� WKRVH�ZKR�SXW� WKHP� LQ�SRZHU��DQG�WKH�SRZHU� LV�ZLWK� WKH�
PRQH\�� 7KH� ELJJHVW� PRQH\� LQWHUHVWV� DUH� FRUSRUDWLRQV�� ,Q�
DQ� LQWHUYLHZ�ZLWK�0DUFLD� &R\OH� RI� WKH�1DWLRQDO� /DZ� -RXUQDO�
H[SODLQLQJ�WKH�6XSUHPH�&RXUW¶V�UDGLFDO�GHSDUWXUH�IURP�LWV�RZQ�
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OHJDO�SUHFHGHQWV�RQ�3%6�1HZVOLQH�H[SODLQLQJ� WKDW� WKH�SROLWL�
FDO�LQÀXHQFH�RQ�WKH�6XSUHPH�&RXUW�KDYH�³VZXQJ�IURP�GHIHU�
HQFH� WR�FRQJUHVVLRQDO� UHJXODWLRQ� WR��EDVLFDOO\��GHUHJXODWLRQ�́ �
0RUHRYHU��PDQ\�RI� WKH�FRUSRUDWLRQV�WKDW�DUH�VSRQVRULQJ�RXU�
UHSUHVHQWDWLYHV� DUH� KHDYLO\� RZQHG� E\� IRUHLJQHUV� ZKR� GRQ¶W�
QHFHVVDULO\� KDYH� WKH� EHVW� LQWHUHVWV� RI� WKH� 8QLWHG� 6WDWHV� DW�
KHDUW��)XUWKHUPRUH��PXFK�RI�WKH�OREE\LQJ�WKDW�JRHV�RQ�LV� LQ�
VHFUHW��DQG�PRQH\�LV�WUDQVIHUUHG�DQG�KHOG�LQ�VHFUHW�RIIVKRUH�
DFFRXQWV��LQ�SODFHV�OLNH�WKH�&D\PDQ�,VODQGV��7KH�&HQWHU�IRU�
3XEOLF�,QWHJULW\�JRHV�HYHQ�IXUWKHU�WR�VD\�

:KDW�LV�QRW�ZHOO�XQGHUVWRRG�E\�WKH�$PHULFDQ�3HRSOH�LV�
WKH� VXEVWDQWLDOO\� ODZOHVV� H[WHQW� WR�ZKLFK� WKH� SROLWLFDO�
SDUWLHV�ODXQGHU�KXQGUHGV�RI�PLOOLRQV�RI�GROODUV�WKURXJK�
RXW�>WKHVH�FRPPLWWHHV@�

2IIVKRUH�EDQNV�DQG�FRUSRUDWLRQV�DUH�XVHG�E\�WKH�ULFK�WR�KLGH�
DVVHWV�RU�DYRLG��GHIHU��SD\LQJ�WD[HV��0RVW�UHDOO\�ZHDOWK\�SHR�
SOH� GRQ¶W� SD\� WD[HV�� &RXQWULHV� WKDW� RIIHU� ORZHU� RU� QR� WD[HV�
LQFOXGH� WKH�&KDQQHO� ,VODQGV� ³RIIVKRUH´�RI�*UHDW�%ULWDLQ� �,VOH�
RI� 0DQ� DQG� *XHUQVH\��� RU� OLWWOH� FRXQWULHV� OLNH� 6ZLW]HUODQG��
/X[HPERXUJ��DQG�$QGRUUD�DV�ZHOO�DV�YDULRXV�LVODQG�QDWLRQV�LQ�
WKH�&DULEEHDQ�OLNH�WKH�&D\PDQ�LVODQGV�

7D[�-XVWLFH�1HWZRUN�HVWLPDWHV�WKDW�JOREDO�WD[�UHYHQXH�ORVW�
WR�WD[�KDYHQV�H[FHHGV������ELOOLRQ�D�\HDU��(VWLPDWHV�E\�WKH�
2UJDQL]DWLRQ� IRU� (FRQRPLF� &RRSHUDWLRQ� DQG� 'HYHORSPHQW�
�2(&'��HVWLPDWHV�WKDW�E\������FDSLWDO�KHOG�RIIVKRUH�DPRXQWV�
WR�VRPHZKHUH�EHWZHHQ����WULOOLRQ�DQG����WULOOLRQ��PDNLQJ�XS�
DSSUR[LPDWHO\�����SHUFHQW�RI�WRWDO�JOREDO� LQYHVWPHQWV�XQGHU�
PDQDJHPHQW��RYHU����WULOOLRQ� LV�KHOG� LQ�WKH�&D\PDQ�,VODQGV�
DORQH�

$SSUR[LPDWHO\�RQH�WKLUG�RI�DOO�FRUSRUDWH�UHYHQXH�ÀRZV�WKURXJK�
RIIVKRUH�HQWLWLHV��DQG�FRUSRUDWLRQV�DYRLG�SD\LQJ�WD[HV�RQ�WKDW�
UHYHQXH��7D[HV�RQ�WKRVH�UHYHQXHV�FRXOG�PDNH�D�VXEVWDQWLDO�
FRQWULEXWLRQ�WR�RXU�HFRQRP\��EXW�VSHFLDO� ODZV�DOORZ�WKHP�WR�
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FKHDW� WKH� $PHULFDQ� WD[SD\HU� ZKR� FDUULHV� WKH� WD[� EXUGHQ��
0RUHRYHU��GXULQJ�WKLV�VDPH�SHULRG�([[RQ0RELO�UHFHLYHG�PRUH�
WKDQ����ELOOLRQ�LQ�WD[�EUHDNV��&RQRFR�3KLOLSV�UHFHLYHG����ELO�
OLRQ�LQ�WD[�EUHDNV��&RUSRUDWLRQV�DUH�UHTXLUHG�WR�SD\�D����SHU�
FHQW�HIIHFWLYH�WD[�UDWH��PRVW�SD\�OHVV�WKDQ�KDOI�RU�QRQH�DW�DOO��
$PHULFDQV�DUH�QRQH�WKH�ZLVHU��WKH�&RQJUHVV�LV�UXQ�E\�FRUSRUD�
WLRQV��DQG�WKH�6XSUHPH�&RXUW�QR�ORQJHU�SURWHFWV�WKH�$PHULFDQ�
SHRSOH�
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7KH�:RUOG�%DQN�JURXS�LV�WKH�UHVXOW�RI�WKH�%UHWWRQ�:RRGV�DJUHH�
PHQW�RI�������DQG�FRPSULVHV�RI�¿YH� LQWHUQDWLRQDO�RUJDQL]D�
WLRQV�WKDW��WRJHWKHU��PDNH�OHYHUDJHG�ORDQV�WR�RWKHU�FRXQWULHV�
WR�VXSSRUW�WKHLU�GHYHORSPHQW��7KHVH�¿YH�JURXSV�DUH�

,QWHUQDWLRQDO�%DQN�IRU�5HFRQVWUXFWLRQ�DQG��
'HYHORSPHQW��,%5'�

,QWHUQDWLRQDO�'HYHORSPHQW�$VVRFLDWLRQ��,'$�

,QWHUQDWLRQDO�)LQDQFH�&RUSRUDWLRQ��,)&�

0XOWLODWHUDO�,QYHVWPHQW�*XDUDQWHH�$JHQF\��0,*$�

,QWHUQDWLRQDO�&HQWUH�IRU�6HWWOHPHQW�RI�,QYHVWPHQW��
'LVSXWHV��,&6,'�

7KH� ,%5'� DQG� ,'$� SURYLGH� ORDQV� WR�PHPEHU� FRXQWULHV� DQG�
PDNH�JUDQWV�WR�YHU\�SRRU�FRXQWULHV��/RDQV�RU�JUDQWV�IRU�VSH�
FL¿F�SURMHFWV�DUH�RIWHQ�OLQNHG�WR�ZLGHU�SROLF\�FKDQJHV�LQ�FHUWDLQ�
VHFWRUV�RU� LQ� WKH�HFRQRP\��7KH�,)&�DQG�0,*$�PDNH� LQYHVW�
PHQWV� LQWR�WKH�SULYDWH�VHFWRU�DQG�SURYLGH� LQVXUDQFH�UHVSHF�
WLYHO\��7KH�:RUOG�%DQN�LV�SDUW�RI�WKH�8QLWHG�1DWLRQV�V\VWHP��
EXW� WKH� PDMRU� FRQWULEXWRU� LV� WKH� 8QLWHG� 6WDWHV�� WKXV�� WKH�
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SUHVLGHQW� RI� WKH� 8QLWHG� 6WDWHV� QRPLQDWHV� WKH� SUHVLGHQW� RI�
WKH�:RUOG�%DQN�ZKR�LV�HOHFWHG�E\�WKH�)HGHUDO�5HVHUYH�%RDUG�
%DQN¶V�%RDUG�RI�*RYHUQRUV��0RVW�RI� WKH� OHDGHUVKLS� LV�GUDZQ�
IURP� WKH� )HGHUDO� 5HVHUYH�� 0RUHRYHU�� WKUHH� IRUPHU� &KDVH�
0DQKDWWDQ�%DQN�SUHVLGHQWV²-RKQ�-��0F&OR\��(XJHQH�5��%ODFN��
6U���DQG�*HRUJH�:RRGV²DOO�OHG�WKH�:RUOG�%DQN�DV�SUHVLGHQW��
DQG�D�IRXUWK��-DPHV�'��:ROIHQVRKQ��VHUYHG�DV�GLUHFWRU�RI�WKH�
5RFNHIHOOHU�)RXQGDWLRQ��5RFNHIHOOHU�VHUYHG�DV�FKDLUPDQ�RI�WKH�
&KDVH�0DQKDWWDQ�EDQN�IRU�\HDUV��DQG�PHHWLQJV�RI�WKH�:RUOG�
%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�IXQG�DUH�RIWHQ�IXQGHG�E\�WKH�
5RFNHIHOOHUV�

The International Monetary Fund or IMF

7KH� :RUOG� %DQN� *URXS� ZRUNV� LQ� FRQMXQFWLRQ� ZLWK� WKH�
,QWHUQDWLRQDO�0RQHWDU\�)XQG��WKH�)HGHUDO�5HVHUYH�DQG�RWKHU�
FRPPHUFLDO�EDQNV�WR�PDQDJH�ZRUOG�HFRQRPLFV��7KH�,0)�LV�D�
JOREDO�¿QDQFLDO�V\VWHP�WKDW�RYHUVHHV�WKH�PDFURHFRQRPLF�SROL�
FLHV�RI�LWV�PHPEHU�FRXQWULHV��3ROLF\�PDQDJHPHQW�LQFOXGHV�VWD�
ELOL]DWLRQ�RI�FXUUHQF\�H[FKDQJH�UDWHV�DQG�EDODQFH�RI�SD\PHQWV�

7KH� ,0)� DOVR� FUHDWHV� D� IRUP� RI� PRQH\� WKH\� FDOO� 6SHFLDO�
'UDZLQJ� 5LJKWV� RU� 6'5V�� ZKLFK� DUH� FRQVLGHUHG� LQWHUQD�
WLRQDO�IRUHLJQ�H[FKDQJH�UHVHUYH�DVVHWV��UHSUHVHQWLQJ�D�FODLP�
WR� IRUHLJQ� FXUUHQFLHV� WKDW� FDQ� EH� H[FKDQJHG� IRU� FXUUHQFLHV�
LQ�WLPH�RI�QHHG��LW�FUHDWHV�PRUH�PRQH\�WR�OHQG�WR�FRXQWULHV�
DQG� LQVWLWXWLRQV��&RQGLWLRQV� IRU� ORDQV� W\SLFDOO\� LQYROYH�VWUXF�
WXUDO�DGMXVWPHQW�SURJUDPV�WKDW�W\SLFDOO\�LQFOXGH�SULYDWL]DWLRQ�
RI�QDWXUDO�UHVRXUFHV��GHUHJXODWLRQ��DQG�UHPRYDO�RI�WUDGH�EDU�
ULHUV�� &RXQWULHV� WKDW� IDLO� WR� HQDFW� WKHVH� SURJUDPV� DUH� RIWHQ�
VXEMHFW�WR�VHYHUH�¿VFDO�GLVFLSOLQH��)RUHLJQ�QDWLRQV�EHQH¿W�IURP�
WKH� FDSLWDO� FUHDWLRQ� WKDW� FDQ� EH� XVHG� WR� IXQG� LQIUDVWUXFWXUH�
DQG�FRPPHUFLDO��DJULFXOWXUDO��DQG�LQGXVWULDO�GHYHORSPHQW��EXW�
RIWHQ� EHFRPH� GHEW� HQFXPEHUHG� DQG� ORVH� FRQWURO� RYHU� WKHLU�
QDWXUDO�UHVRXUFHV�
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7KH�:RUOG�%DQN�*URXS�DQG�,0)��ZRUNLQJ�ZLWK�PXOWLQDWLRQDO�
EDQNV�DQG�FRUSRUDWLRQV��KDYH�GRQH�DQ�DPD]LQJ�MRE�DW�KHOS�
LQJ� GHYHORSLQJ� FRXQWULHV� GHYHORS� LQIUDVWUXFWXUH�� LQGXVWU\��
PLQLQJ�DQG�LQFUHDVHG�WKH�VWDQGDUG�RI�OLYLQJ�LQ�PDQ\�FRXQ�
WULHV��KRZHYHU��PDQ\�FRXQWULHV�FRPSODLQ�KRZ�WKH\�EHFRPH�
GHHSO\� LQ�GHEW�DQG�HQG�XS� ORVLQJ�FRQWURO�RI�WKHLU�HFRQRP\�
DQG�SROLWLFDO�SRZHU�DOZD\V�JRHV� WR� WKRVH�ZKR�VHFXUH�HFR�
QRPLF�LQWHUHVWV��2QH�IRUPHU�LQWHUQDWLRQDO�HFRQRPLVW��ZULWHU�
IRU� WKH� (FRQRPLVW� PDJD]LQH� DQG� EHVW�VHOOLQJ� DXWKRU� RI�
&RQIHVVLRQV� RI� DQ� (FRQRPLF� +LW� 0DQ�� -RKQ� 3HUNLQV�� VD\V�
GHYHORSLQJ� QDWLRQV� DUH� QHXWUDOL]HG� SROLWLFDOO\�� WKHLU� ZHDOWK�
JDSV�GULYHQ�ZLGHU��DQG�HFRQRPLHV�FULSSOHG�LQ�WKH�ORQJ�UXQ��
3HUNLQV��QRZ�UHWLUHG�DQG�JXLOW\��GHVFULEHV�KLV�UROH��DQG�WKDW�
RI�RWKHUV�LQ�WKH�LQGXVWU\��DV�EHLQJ�HFRQRPLF�KLW�PHQ��D�UROH�
KH�GHVFULEHV�DV�IROORZV�

(FRQRPLF�KLW�PHQ�DUH�KLJKO\�SDLG�SURIHVVLRQDOV�ZKR�
FKHDW� FRXQWULHV� DURXQG� WKH� JOREH� RXW� RI� WULOOLRQV� RI�
GROODUV��7KH\�IXQQHO�PRQH\�IURP�WKH�:RUOG�%DQN��WKH�
8�6��$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��DQG�RWKHU�
IRUHLJQ� ³DLG´� RUJDQL]DWLRQV� LQWR� WKH� FRIIHUV� RI� KXJH�
FRUSRUDWLRQV�DQG�WKH�SRFNHWV�RI�D�IHZ�ZHDOWK\�IDPL�
OLHV�ZKR�FRQWURO�WKH�SODQHW¶V�QDWXUDO�UHVRXUFHV��7KHLU�
WRROV� LQFOXGHG� IUDXGXOHQW� ¿QDQFLDO� UHSRUWV�� ULJJHG�
HOHFWLRQV��SD\RIIV��H[WRUWLRQ��VH[��DQG�PXUGHU��7KH\�
SOD\�D�JDPH�DV�ROG�DV�HPSLUH��EXW�RQH�WKDW�KDV�WDNHQ�
RQ�QHZ�DQG�WHUULI\LQJ�GLPHQVLRQV�GXULQJ�WKLV�WLPH�RI�
JOREDOL]DWLRQ�

$Q�H[DPSOH�RI�KRZ�VRPH�FRXQWULHV�IHHO�PDQLSXODWHG�E\�WKH�
&DUWHO��WKHUH�LV�DQ�RIIHU�E\�WKH�*��QDWLRQV�WR�IRUJLYH�7KLUG�
:RUOG�GHEW��EXW�LW�LV�FRQGLWLRQHG�RQ�WKH�SULYDWL]DWLRQ�RI�WKHLU�
KHDOWK��HGXFDWLRQ��HOHFWULF��ZDWHU��DQG�RWKHU�SXEOLF�VHUYLFHV��
WKH� UHPRYDO� RI� DQ\� WUDGH� EDUULHUV� RQ� LPSRUWV�� WD[HV�� DQG�
WDULIIV��7KH�:RUOG�%DQN�*URXS�DQG�,0)�DUH�FXUUHQWO\�ZRUN�
LQJ�RQ�GHYHORSLQJ�D�ZRUOG�FXUUHQF\�DQG�D�V\VWHP�LQ�ZKLFK�
DOO�WKH�EDQNV�JR�WKURXJK�RQH�FHQWUDO�EDQN��7KLV�QHZ�JOREDOO\�
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FHQWUDOL]HG�EDQNLQJ�VFKHPH�KDV�EHHQ�JDLQLQJ�VWUHQJWK��DQG�
LQ������DW�WKH�/RQGRQ�*OREDO�6XPPLW�LW�ZDV�DQQRXQFHG�

:H�KDYH�DOVR�DJUHHG�WRGD\�DGGLWLRQDO�UHVRXUFHV�RI�RQH�
WULOOLRQ�GROODUV�WKDW�DUH�DYDLODEOH�WR�WKH�ZRUOG�HFRQRP\�
WKURXJK� WKH� ,QWHUQDWLRQDO� 0RQHWDU\� )XQG� DQG� RWKHU�
LQVWLWXWLRQV��7KLV�LQFOXGHV�����ELOOLRQ�LQ�6SHFLDO�'UDZLQJ�
5LJKWV�RI�WKH�UHVHUYH�FXUUHQF\�RI�WKH�,0)²$�1HZ�:RUOG�
2UGHU�LV�HPHUJLQJ�

National Debt

7KH�FXUUHQW�JURVV�IHGHUDO�GHEW�DV�D�SHUFHQWDJH�RI�*'3��DV�RI�
WKH�HQG�RI�������ZDV������SHUFHQW��2XU�FXUUHQW�QDWLRQDO�GHEW�
LV�WKH�KLJKHVW�LW�KDV�EHHQ�VLQFH�WKH�ODWH�����V��ZKHUH�WKH�GH¿�
FLW�ZDV�RYHU�����SHUFHQW�DW�WKH�HQG�RI�:RUOG�:DU�,,��7KH�SUHVL�
GHQW�SURSRVHV�D�EXGJHW�IRU�WKH�JRYHUQPHQW�WR�WKH�FRQJUHVV��
ZKLFK�FDQ�DPHQG�LW�EHIRUH�SDVVLQJ��7KH�JURVV�IHGHUDO�GHEW�KDV�
EHFRPH�RQH�RI�WKH�PRVW� LPSRUWDQW�¿JXUHV� LQ�HYDOXDWLQJ�WKH�
VWUHQJWK�RI�WKH�8QLWHG�6WDWHV�HFRQRP\�

7KH� IROORZLQJ� JUDSK� OLVWV� WKH� JURZWK� LQ� RXU� GHEW� UHODWLYH�
WR� RXU� JURVV� GRPHVWLF� SURGXFW� �KRZ�PXFK� ZH� RZH� UHOD�
WLYH�WR�KRZ�PXFK�ZH�PDNH��DQG�WKH�LQFUHDVH�DQG�GHFUHDVH�
LQ� GHEW� VSHQGLQJ� SHU� DGPLQLVWUDWLRQ�� $IWHU� :RUOG� :DU� ,,�
RXU� GHEW� LQFUHDVHG� EXW� GHFUHDVHG� DV� D� SHUFHQW� RI� RXU�
*'3��EXW�DIWHU�3UHVLGHQW�1L[RQ�GURSSHG�WKH�%UHWWRQ�:RRGV�
DJUHHPHQW��WRRN�XV�RII�WKH�JROG�VWDQGDUG��DQG�EHJDQ�GHIL�
FLW� VSHQGLQJ�DV�SDUW� RI� WKH� FROG�ZDU�DUPV� UDFH��RXU�GHEW�
EHJDQ�WR�ULVH��'HEW�*'3�DV�RI�WKH�VWDUW�RI�WKH�SUHVLGHQWLDO�
DGPLQLVWUDWLRQ��

8QLWHG�6WDWHV�1DWLRQDO�'HEW
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3UHVLGHQW� 7HUP� 'HEW�*'3

1L[RQ�)RUG� ���������� ����������

-LPP\�&DUWHU� ���������� ������������

5RQDOG�5HDJDQ� ���������� ������������

5RQDOG�5HDJDQ� ���������� �����������

*HRUJH�+�:��%XVK� ���������� ������������

%LOO�&OLQWRQ� ���������� ������������

%LOO�&OLQWRQ� ���������� ������������

*HRUJH�%XVK� ���������� �����������

*HRUJH�%XVK� ���������� ������������

%DUDFN�2EDPD� ������ ������

0RVW� FRXQWULHV� DUH� KHDYLO\� LQGHEWHG�� DV� RI� 'HFHPEHU� �����
WKH�ZRUOG�ZDV���������������������LQ�H[WHUQDO�GHEW��([WHUQDO�
GHEW�LV�WKH�WRWDO�SXEOLF�DQG�SULYDWH�GHEW�RZHG�WR�QRQUHVLGHQWV�
UHSD\DEOH�LQ�IRUHLJQ�FXUUHQF\��JRRGV�RU�VHUYLFHV��ZKHUH�SXEOLF�
GHEW�LV�WKH�PRQH\�RZHG�E\�WKH�JRYHUQPHQW�WR�D�FHQWUDO�EDQN�
RU�EDQNLQJ�JURXS��VRXUFH��:LNLSHGLD�������

,QWHUQDWLRQDO�'HEW

&RXQWU\� ([WHUQDO�'HEW����� 3HU�FDSLWD�� ��*'3

8QLWHG�6WDWHV� �������������������� �������� ����

8.� ���������������������� ��������� �����

*HUPDQ\� ���������������������� �������� �����

)UDQFH� ���������������������� �������� �����

1HWKHUODQGV� ���������������������� ��������� �����
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6SDLQ� ���������������������� �������� �����

,WDO\� ���������������������� �������� �����

,UHODQG� ���������������������� ��������� ������

-DSDQ� ���������������������� �������� ����

7KH�RWKHU�(XURSHDQ�FRXQWULHV�DUH�DOVR�KHDYLO\�LQ�GHEW��5XVVLD¶V�
SHU�FDSLWD�GHEW�LV�RQO\��������DQG�WKH�SHUFHQWDJH�RI�*'3�LV�
��SHUFHQW�� WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD�SHU�FDSLWD�GHEW� LV�
RQO\������DQG�RQO\���3HUFHQW�RI�WKHLU�*'3��$OPRVW�HYHU\�FRXQ�
WU\�LQ�WKH�ZRUOG�LV�GHHSO\�LQ�GHEW�WR�ERWK�WKH�:RUOG�%DQNLQJ�
*URXS�DQG�FRPPHUFLDO�EDQNV��ZKLFK�DOVR�PDNH�ORDQV�WR�RWKHU�
FRXQWULHV��GLUHFWO\�RU�WKURXJK�WKHLU�QDWLRQDO�EDQNV��8OWLPDWHO\��
HYHU\�FRXQWU\�LQ�WKH�ZRUOG�LV�EHKROGLQJ�WR�WKH�ZRUOG�EDQNLQJ�
FDUWHO�

*URVV�'RPHVWLF�3URGXFWLRQ

*URVV� 'RPHVWLF� 3URGXFWLRQ� �*'3��PHDVXUHV� WKH� DPRXQW� RI�
JRRGV�DQG�VHUYLFHV�H[FKDQJHG�LQ�D�\HDU��LW�LQGLFDWHV�WKH�RYHU�
DOO� VL]H� RI� D� QDWLRQ¶V� HFRQRP\�� ,Q� SUHVLGHQW� %DUDN�2EDPD¶V�
6WDWH� RI� WKH� 8QLRQ� $GGUHVV�� -DQXDU\� ������ KH� SURYLGHG� DQ�
RYHUYLHZ�RI�WKH�ZRUOG¶V�ODUJHVW�HFRQRPLHV�

8QLWHG�6WDWHV� ������7ULOOLRQ

&KLQD� �����7ULOOLRQ

-DSDQ� �����7ULOOLRQ

*HUPDQ\� �����7ULOOLRQ

)UDQFH��� �����7ULOOLRQ

7KH�8QLWHG�6WDWHV�HFRQRP\� LV�JUHDWHU� LQ�VL]H� WKDQ� WKH�QH[W�
WKUHH� ODUJHVW�HFRQRPLHV��&KLQD��-DSDQ��DQG�*HUPDQ\��FRP�
ELQHG�� 7KH� UHDO� PHGLDQ� KRXVHKROG� LQFRPH� LQ� $PHULFD� ZDV�
��������LQ�������DQG�LQ������LW�GURSSHG�WR����������WKDW¶V�D�
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GHFOLQH�RI��������DFFRUGLQJ�WR�WKH�SUHVLGHQW¶V�VWDWLVWLFV��$V�WKH�
PRQH\�VXSSO\�KDV�GHFUHDVHG��EXW�PRUH�LPSRUWDQWO\�FUHGLW�KDV�
EHHQ�VHYHUHO\�UHVWULFWHG��RXU�PRQH\�LQÀDWHG��DQG�FRPPHUFH�
DQG�HPSOR\PHQW�GLPLQLVKHG�

Economic Indicators

,Q�WKH�8QLWHG�6WDWHV�WKH�LQÀDWLRQ�UDWH�LQ�FRQVXPHU�SULFHV�ZDV�
������SHUFHQW� LQ������DQG�������SHUFHQW� LQ�������ZKLFK� LV�
ORZ�FRQVLGHULQJ�ZH�DUH�LQ�D�UHFHVVLRQ��7KH�XQHPSOR\PHQW�UDWH�
LQ�WKH�8QLWHG�6WDWHV�LV�DURXQG���SHUFHQW�DV�RI�-DQXDU\�������
WKDW¶V�DERXW�WZLFH�DV�KLJK�DV�LV�QRUPDO�

&KLQD¶V�XQHPSOR\PHQW� UDWH� LV�����SHUFHQW�� -DSDQ¶V�����SHU�
FHQW�� WKH� (XURSHDQ� 8QLRQ� DV� D� ZKROH� LV� ���� SHUFHQW�� DQG�
PRVW�RI�WKH�UHVW�RI�WKH�ZRUOG�LV�PXFK�KLJKHU��$FFRUGLQJ�WR�WKH�
8�6��%XUHDX�RI�/DERU�6WDWLVWLFV�LQ�WKHLU�7HQ�<HDU�2FFXSDWLRQDO�
(PSOR\PHQW� 3URMHFWLRQV�� RYHU� WKH� ���������� GHFDGH�� WRWDO�
HPSOR\PHQW�LV�SURMHFWHG�WR�LQFUHDVH�E\������PLOOLRQ�MREV��RU�
���SHUFHQW��7KDW¶V�XS�IURP������PLOOLRQ�MREV�LQ�WKH�SUHFHGLQJ�
GHFDGH��$FFRUGLQJ�WKH�8�6��%XUHDX�RI�/DERU�6WDWLVWLFV��SURGXF�
WLYLW\�URVH�����SHUFHQW�LQ�WKH�QRQIDUP�EXVLQHVV�VHFWRU�LQ�WKH�
IRXUWK�TXDUWHU�RI�������XQLW�ODERU�FRVWV�GHFOLQHG�����SHUFHQW��
DQQXDO�DYHUDJH�SURGXFWLYLW\�LQFUHDVHG�����SHUFHQW�IURP������
WR������

,Q�������PXOWLIDFWRU�SURGXFWLYLW\�GHFUHDVHG�DW�D�����DQQXDO�
UDWH�LQ�WKH�PDQXIDFWXULQJ�VHFWRU��JUHZ�����SHUFHQW�LQ�GXUDEOH�
PDQXIDFWXULQJ��DQG� IHOO�����SHUFHQW� LQ�QRQGXUDEOH�PDQXIDF�
WXULQJ��,Q�*URVV�'RPHVWLF�3URGXFWLRQ��*'3��SHU�FDSLWD��ZKLFK�
PHDVXUHV� D� QDWLRQ¶V� SURGXFWLYLW\�� WKH� 8QLWHG� 6WDWHV� UDQNV�
WKLUG� EHKLQG� 1RUZD\� DQG� 6LQJDSRUH�� DQG� DKHDG� RI� ,UHODQG��
1HWKHUODQGV�� $XVWUDOLD�� $XVWULD�� &DQDGD�� 6ZHGHQ�� 'HQPDUN��
WKH� 8QLWHG� .LQJGRP�� *HUPDQ\�� %HOJLXP�� )LQODQG�� )UDQFH��
6SDLQ��-DSDQ��,WDO\��DQG�.RUHD�
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The Money Supply

7KH�PRQH\�VXSSO\�LV�WKH�WRWDO�DPRXQW�RI�PRQH\�DYDLODEOH�LQ�
DQ�HFRQRP\�DW�DQ\�SDUWLFXODU�SRLQW�LQ�WLPH��7KH�PHDVXUHPHQW�
RI�0��LQFOXGHV�DOO�QRWHV�DQG�FRLQ�LQ�FLUFXODWLRQ�DQG�FKHFNV��0��
LQFOXGHV�VDYLQJV�DFFRXQWV��DQG�0��DGGV�IXQGV�LQ�WLPH�GHSRV�
LWV� DQG�PRQH\�PDUNHW� DFFRXQWV�� $V� RI� 1RYHPEHU� ����� WKH�
)HGHUDO�5HVHUYH�UHSRUWHG�WKDW�WKH�8�6��GROODU�PRQHWDU\�EDVH�LV�
��������������������DQ�LQFUHDVH�RI�����SHUFHQW�LQ�WZR�\HDUV��
0��KDV�LQFUHDVHG�IURP�������WULOOLRQ�LQ������WR�������LQ�������
DQ�LQFUHDVH�RI������SHUFHQW�

$�IHZ�\HDUV�DJR�WKH�)HGHUDO�5HVHUYH�VWRSSHG�SXEOLVKLQJ�WKH�
¿JXUHV� IRU�0��� EXW� WKLV� LQGLFDWRU�PRUH� DFFXUDWHO\� UHÀHFWV�
WKH� FUHDWLRQ� RI� QHZ�PRQH\� DQG� FUHGLW� DV�0�� LQFOXGHV� WKH�
ODUJH�LQVWLWXWLRQDO�LQYHVWPHQWV��,Q�DGGLWLRQ�WR�VKULQNLQJ�WKH�
PRQH\�VXSSO\��WKH�)HGHUDO�5HVHUYH�DQG�FRPPHUFLDO�EDQNLQJ�
V\VWHP�FDQ�VLPSO\�UHVWULFW�WKH�DPRXQW�RI�ORDQV�WKH\�PDNH��
7KLV� ODFN�RI�DYDLODEOH� IXQGV� LV�ZKDW�KDV�SXW� WKH�EUDNHV�RQ�
WKH�HFRQRP\�

7RR�OLWWOH�FUHGLW�KXUWV�XV��DQG�WRR�PXFK�FUHGLW�LVQ¶W�JRRG�HLWKHU��
WKH�VXSSO\�RI�PRQH\�DQG�FUHGLW�QHHGV�WR�EH�EDODQFHG�ZLWK�WKH�
QHHGV�RI�WKH�FRPPXQLW\�DQG�QDWLRQ��([WHQGLQJ�WRR�PXFK�FUHGLW�
RU�PDNLQJ�PRQH\�WRR�DYDLODEOH�LQÀDWHV�WKH�FXUUHQF\��DQG�OHDGV�
WR�EDG�LQYHVWPHQWV��1RQ�GHEW�EDVHG�IXQGV�DUH�QHHGHG�WR�VSXU�
HFRQRPLF�JURZWK�ZLWKRXW� LQÀDWLQJ� WKH� FXUUHQF\�� FRPPRGLW\�
EDVHG� RU� DVVHW� EDVHG� FXUUHQF\� LV� DOZD\V� VWURQJHU� WKDQ� ¿DW�
PRQH\�DQG�GHEW�EDVHG�FXUUHQF\�

Consumer Credit

&RQVXPHU�FUHGLW� LQFOXGHV�FUHGLW�FDUGV��VWRUH�FDUGV��DXWRPR�
ELOH�¿QDQFH��SHUVRQDO�ORDQV��UHWDLO�LQVWDOOPHQW�ORDQV��DQG�KRPH�
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PRUWJDJHV�� ,QWHUHVW� RQ� ERUURZHG� PRQH\� LV� UHÀHFWHG� LQ� DQ�
DQQXDO�SHUFHQWDJH�UDWH��$35���ZKLFK�LV�GHVLJQHG�WR�UHÀHFW�WKH�
WRWDO�FRVWV�WR�WKH�ERUURZHU��LQFOXGLQJ�IHHV�QRW�UHÀHFWHG�LQ�WKH�
UDWH�RI�LQWHUHVW�DORQH�

&UHGLW�ULVN�LV�W\SLFDOO\�VFRUHG�E\�LQGHSHQGHQW�¿UPV��WKH�ODUJHVW�
LQ�WKH�8QLWHG�6WDWHV�EHLQJ�([SHULDQ��(TXLID[��DQG�7UDQV�8QLRQ��
'XQ�	�%UDGVWUHHW�LV�WKH�QDWLRQ¶V�FRPPHUFLDO�FUHGLW�UHSRUWLQJ�
FRPSDQ\��7\SHV�RI�FUHGLW�LQFOXGH��FDVK�FUHGLW��ZRUNLQJ�FDSLWDO��
EDQN�RYHUGUDIW��WHUP�ORDQ��ELOO�GLVFRXQWLQJ��SURMHFW�¿QDQFLQJ�
DQG�OHWWHUV�RI�FUHGLW��ZKLFK�DUH�W\SLFDOO\�VHFXULWL]HG�RU�FROODWHU�
DOL]HG�ZLWK�VRPH�DVVHWV�RU�SURPLVHV�

Debt

,Q� �����ZRUOGZLGH� GHEW� DQG� HTXLW\� XQGHUZULWLQJ� UHDFKHG� D�
UHFRUG������� WULOOLRQ��ZKLOH�ZRUOG�GHEW�XQGHUZULWLQJ�JUHZ� WR�
������WULOOLRQ��7KRPVRQ�)LQDQFLDO�GDWD���,Q�WKH�VDPH�\HDU�V\Q�
GLFDWHG�OHQGLQJ�FOLPEHG�WR�RYHU������ELOOLRQ��DQG�DVVHW�EDFNHG�
VHFXULWLHV������ELOOLRQ��$V�RI�������WKH�VL]H�RI�WKH�ZRUOGZLGH�
ERQG�PDUNHW��WRWDO�GHEW�RXWVWDQGLQJ��ZDV�HVWLPDWHG�DW�������
WULOOLRQ��DQG� WKH�VL]H�RI� WKH�RXWVWDQGLQJ�8�6��ERQG�GHEW�ZDV�
������WULOOLRQ��DFFRUGLQJ�WR�%,6���,Q������WRWDO�ERQG�IXQG�QHW�
LQÀRZV�LQFUHDVHG�WR�������ELOOLRQ�

)LQDQFLDO�3RVLWLRQ�RI�WKH�8QLWHG�6WDWHV��������4�

&UHGLW�PDUNHW�GHEW�� ������WULOOLRQ�� ����SHUFHQW��*'3�

+RXVHKROG�VHFWRU� ����������ELOOLRQ� ���SHUFHQW

'RPHVWLF�¿QDQFLDO�� ������WULOOLRQ� ����SHUFHQW

1RQ¿QDQFLDO�FRUS�� �������WULOOLRQ�� ���SHUFHQW

*RYHUQPHQW� ������WULOOLRQ
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$FFRUGLQJ�WR�WKH�)HGHUDO�5HVHUYHV�&RQVXPHU�&UHGLW�VWDWLVWLFDO�
UHOHDVH�� GDWHG� -DQXDU\� ��� ������ UHYROYLQJ� FUHGLW� GHFUHDVHG�
DJDLQ� DW� DQ� DQQXDO� UDWH� RI� ����� SHUFHQW� DQG� QRQUHYROYLQJ�
FUHGLW� LQFUHDVHG�DW�DQ�DQQXDO� UDWH�RI������SHUFHQW�� ,Q������
WRWDO� UHYROYLQJ� FUHGLW� ZDV� ������� ELOOLRQ� DQG� 1RQUHYROYLQJ�
��������ELOOLRQ�

7KH�UDWLR�RI�KRXVHKROG�GHEW�WR�GLVSRVDEOH�SHUVRQDO�LQFRPH�LV�
FDOOHG�WKH�&RQVXPHU�/HYHUDJH�5DWLR��DQG�LW�LV�XVHG�WR�TXDQ�
WLI\�WKH�DPRXQW�RI�GHEW�WKH�DYHUDJH�$PHULFDQ�FRQVXPHU�KDV��
UHODWLYH� WR�KLV�KHU�GLVSRVDEOH� LQFRPH��7KH�KLVWRULFDO� DYHUDJH�
UDWLR� LQ� ����� KDV� EHHQ� ���[�� EXW� WKH� UDWLR� KDV� LQFUHDVHG� WR�
����[�LQ�4��������)HGHUDO�5HVHUYH���WKLV�PHDQV�WKH�DYHUDJH�
$PHULFDQ�RZHV�PRUH�WKDQ�KH�RU�VKH�PDNHV��DQG�FROOHFWLYHO\�
$PHULFDQV�DUH�ORVLQJ�WKHLU�QHW�ZRUWK��$OPRVW�HYHU\RQH�RZHV�WKH�
EDQN��DQG�WKH�ZKROH�¿QDQFLDO�LQGXVWU\�KDV�FRQWURO�RYHU�WKRVH�
ZKR�RZH��:H�DUH�HQVODYHG�E\�GHEW��DQG�WKH�DYHUDJH�$PHULFDQ�
QHYHU�JHWV�RXW��7KH�ZKROH�ZRUOG� LV�FRQWUROOHG�E\�PRQH\�DQG�
FUHGLW�� DQG� WKRVH�ZKR� FRQWURO�PRQH\� DQG� FUHGLW� FRQWURO� WKH�
ZRUOG��L�H���JRYHUQPHQWV��FRUSRUDWLRQV��DQG�LQGLYLGXDOV�

Globalization

$�FHQWXU\�DJR�FRUSRUDWLRQV�ZHUH�UDUH��D�GHYLFH�IRU�WKH�ZHDOWK\��
1RZ��DOPRVW�HYHU\RQH�LQ�WKH�:HVW�ZRUNV�IRU�RQH��RU�KDV�RQH��
DQG�ZH� DUH� DOO� GHSHQGHQW� RQ�ZRUNLQJ�ZLWK� WKHP�� 7KH\� DUH�
OHJDO�HQWLWLHV�QRW�SHRSOH�ZLWK�IHHOLQJV��DQG�WKH\�VHUYH�WR�PDNH�
WKH�RZQHUV�PRQH\�QRW�QHFHVVDULO\�WR�EHQH¿W�WKHLU�HPSOR\HHV��
FRPPXQLW\�RU�FRXQWU\��&RUSRUDWLRQV�KDYH�JURZQ�ODUJHU�WKDQ�
JRYHUQPHQWV��DQG�ZLHOG�PRUH�FRQWURO�RYHU�RXU�OLYHV�WKDQ�DQ\�
SUHVLGHQW�RU�FRQJUHVVPDQ��(DFK�\HDU�PRUH�ELJ�FRUSRUDWLRQV�
EX\�RU�PHUJH�ZLWK�VPDOOHU�FRUSRUDWLRQV�FUHDWLQJ�WKH�ZRUOG¶V�
¿UVW� VXSHUFRQJORPHUDWHV�� WKH� ELJJHVW� LQVWLWXWLRQV� DQG� HFR�
QRPLF�SRZHUV�WKH�ZRUOG�KDV�HYHU�NQRZQ�
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$OO�ODUJH�FRUSRUDWLRQV�ZRUN�ZLWK�FRUSRUDWLRQV�IURP�RWKHU�FRXQ�
WULHV�� DQG� HDFK� FRXQWU\� KDV� LWV� RZQ� ODZV�� WDULIIV�� DQG� WUDGH�
UHVWULFWLRQV� WR� SURWHFW� WKHLU� FLWL]HQV� IURP� XQIDLU� SUDFWLFHV� RU�
FRUSRUDWH�DEXVHV��,I�FRUSRUDWLRQV�FDQ�OLIW�UHVWULFWLRQV��WKH\�FDQ�
PDNH�PRUH�PRQH\�IRU�WKHLU�VWRFNKROGHUV��6R�WKH�OREE\LQJ�SRZHU�
RI�WKH�ODUJHVW�FRUSRUDWH�LQWHUHVWV�DOO�IRFXV�RQ�OLIWLQJ�UHVWULFWLRQV�
DQG�FUHDWLQJ�KLJKHU�DXWKRULW\�DQG�ODZV�IRU�PXOWLQDWLRQDO�WUDQV�
DFWLRQV�VR�JRYHUQPHQWV��DQG�QDWLRQDO�ODZV��GRQ¶W�JHW�LQ�WKH�ZD\�
RI�SUR¿WV��+DYLQJ�YDU\LQJ�WDULIIV�DQG�QDWLRQDO�ODZV�GR�FRPSOLFDWH�
WKLQJV��DQG�WUDGH�DJUHHPHQWV�FHUWDLQO\�GR�KDYH�WKHLU�SODFH��EXW�
WKHVH�QHZ�ODZV�RIWHQ�XVXUS�WKH�ODZV�DQG�ZLOO�RI�WKH�FLWL]HQV�DQG�
KDYH�FRQVWDQWO\�FUHDWHG�D�QHJDWLYH�LPSDFW�RQ�WKH�HFRQRP\�DV�
D�ZKROH��VSHFL¿FDOO\�WKH�VWDQGDUG�RI�OLYLQJ�IRU�WKH�DYHUDJH�PDQ�

7KH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$��DQG�RWKHU�
OHJLVODWLRQ�WKDW�RSHQV�XS�DOO�PDUNHWV��DOVR�IRUFHV�FRUSRUDWLRQV�
WR�DOZD\V�EX\�FKHDSHU�DEURDG� LI� WKH\�FDQ��7KXV��PDQ\� MREV�
KDYH�PLJUDWHG�WR�RWKHU�FRXQWULHV��DQG�$PHULFDQ�H[SRUWV�KDYH�
GLPLQLVKHG��DV�LW�LV�RIWHQ�FKHDSHU�WR�SXUFKDVH�JRRGV�DQG�VHUY�
LFHV�DEURDG��%XVLQHVV�FKRLFHV�DUH�PDGH�RQ�ZKDWHYHU�LV�LQ�WKH�
VWRFNKROGHUV¶�LQWHUHVW��QRW�WKH�HPSOR\HHV�RU�WKH�QDWLRQ��WKDW¶V�
ZK\�UHJXODWLRQV�DQG�JRYHUQDQFH�DUH�QHHGHG�

7DULIIV�FDQ�DQG�KDYH�EHHQ�XVHG�WR�VXSSRUW�GRPHVWLF�SURGXF�
WLRQ��EXW�FRUSRUDWH�OREELHV�KDYH�SXVKHG�KDUG�DJDLQVW�WKLV��2Q�
WKH�RWKHU�KDQG� WKH�$PHULFDQ� WD[SD\HU�ZRXOG�EH�DPD]HG� WR�
VHH�WKH�ELOOLRQV�RI�VXEVLGLHV�ODUJH�SUR¿WDEOH�FRUSRUDWLRQV�JHW�
IURP� WKH� JRYHUQPHQW�� /REE\LVWV� JHW� SDLG� WR� SD\� RXU� UHSUH�
VHQWDWLYHV� PRQH\�� W\SLFDOO\� FDPSDLJQ� FRQWULEXWLRQV�� DQG� LQ�
UHWXUQ�WKH�FRUSRUDWLRQV�JHW�HDUPDUNV��UHEDWHV��DQG�VXEVLGLHV�
IURP�WKH�IHGHUDO�JRYHUQPHQW��&RQJUHVVPHQ�DQG�VHQDWRUV�DUH�
URXWLQHO\�SDLG�RII�

&UHDWLQJ�WDULIIV�RU�UHVWULFWLRQV�RQ�LPSRUWV�FDQ�DOVR�LQÀXHQFH�
RWKHU� FRXQWULHV� WR� FUHDWH� UHVWULFWLRQV� DQG� WDULIIV� RQ� 8�6��
LPSRUWV�� 7KH� TXHVWLRQ� LV� GRHV� RXU� JRYHUQPHQW� DFW� LQ� WKH�
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LQWHUHVW�RI� LWV�FLWL]HQV�DQG�WKHLU�HPSOR\PHQW�DQG�GHYHORS�
PHQW��RU�LV�LW�EDVHG�RQ�ZKHUH�WKH�PRVW�SUR¿W�FDQ�EH�PDGH�
IRU� WKH� FRUSRUDWLRQV"� :KR� UHDOO\� KDV� WKH� HDU� RI� RXU� OHJ�
LVODWRUV"� 3URWHFWLQJ� DQG� SROLFLQJ� WUDGH� LV� QRW� WKH� VDPH� DV�
UHVWULFWLQJ�WUDGH��LQYHVWLQJ�LQ�RXU�RZQ�HFRQRP\�DQG�RIIHULQJ�
WD[� LQFHQWLYHV� WR� HPSOR\�PRUH�$PHULFDQV�PDNHV� XV�PRUH�
FRPSHWLWLYH�

Mega Mergers

:H�DUH�LQ�D�XQLTXH�WLPH�LQ�ZRUOG�KLVWRU\�ZKHUH�FRUSRUDWLRQV�
DUH�FRPELQLQJ�WR�IRUP�JLDQW�FRQJORPHUDWHV��WKH�OLNHV�RI�ZKLFK�
WKH�ZRUOG�KDV�QHYHU�VHHQ��7KH�ELJJHVW�PHUJHUV�KDYH�RFFXUUHG�
LQ�WKH�ODVW�IHZ�GHFDGHV�LQ�WKH�LQGXVWULHV�RI�EDQNLQJ��RLO��WHO�
HFRP��SKDUPDFHXWLFDOV��UHWDLO��WUDQVSRUWDWLRQ��DQG�FRPSXWHUV��
9LUWXDOO\�DOO�WKH�PDMRU�LQGXVWULHV�DUH�FRQWUROOHG�E\�IHZHU�DQG�
IHZHU�FRUSRUDWLRQV�DQG�&(2V�

7KH�FRQWURO�RI�DOO�WKH�WUDGH�DQG�FRPPHUFH�RI�WKH�ZRUOG�LV�EHLQJ�
QDUURZHG�GRZQ� WR� MXVW� D� VPDOO� IUDWHUQLW\� RI� FRUSRUDWH� HOLWH��
ZLWK�WKH�PRQH\�FDUWHO�OHDGLQJ�WKH�SDFN��:H¶YH�FRYHUHG�WKH�RLO�
PRQRSRO\��EXW�WKHUH�DUH�VHYHUDO�RWKHU�NH\�LQGXVWULHV�WR�ZDWFK��
7KH�IROORZLQJ�KLJKOLJKWV�VRPH�RI�WKH�ELJJHU�DQG�PRUH�VLJQL¿�
FDQW�PHUJHUV�RI�WKH�ODVW�GHFDGH�

Communications

7KH�ELJJHVW�PHUJHU�WR�GDWH�LQ�8�6��KLVWRU\�ZDV�WKDW�RI�,QWHUQHW�
VHUYLFH� SURYLGHU� $PHULFD� 2QOLQH� ZLWK� WKH�PHGLD� JLDQW� 7LPH�
:DUQHU�IRU�D�UHFRUG�RI������ELOOLRQ�LQ�������+RZHYHU��E\������
WKH�FRPSDQ\�WRRN�DW�����ELOOLRQ�GROODU�ORVV�DQG�WRGD\�WKH�WZR�
FRPSDQLHV�RSHUDWH�DV�VHSDUDWH�HQWLWLHV��$OVR� LQ�������$7	7�
VSXQ�RII� LWV�EURDGEDQG�XQLW� WR�&RPFDVW��ZKLFK� FUHDWHG� ³WKH�
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QDWLRQ¶V�ODUJHVW�FDEOH�FRPSDQ\�́ �YDOXHG�DW�DURXQG�����ELOOLRQ��
LQFOXGLQJ�VWRFN�DQG�GHEW��&RPFDVW�QRZ�ERDVWV�RYHU�³����PLO�
OLRQ�GLJLWDO�YLGHR�FXVWRPHUV������PLOOLRQ�EURDGEDQG�FXVWRPHUV�
DQG�����PLOOLRQ�FDEOH�WHOHSKRQ\��9R,3��FXVWRPHUV´�WKXV�PDN�
LQJ�LW�WKH�PDUNHW�OHDGHU�

,Q� ����� 4ZHVW� PHUJHG� ZLWK� 8�6�� :HVW�� DQG� LQ� ����� %HOO�
$WODQWLF�ERXJKW�*7(�WR�EHFRPH�9HUL]RQ�DIWHU�$7	7¶V�EX\RXW�RI�
7HOH�&RPPXQLFDWLRQV�,QF��DQG�6&%�PHUJHG�ZLWK�$PHULWHFK��,Q�
�����9RGDIRQH�$LU7RXFK�SXUFKDVHG�0DQQHVPDQQ�IRU��������
ELOOLRQ��$OO�RYHU�WKH�ZRUOG�WHOHFRP��,QWHUQHW��DQG�PHGLD�FRP�
SDQLHV� KDYH� EHHQ�EX\LQJ� HDFK� RWKHU� XS� DQG�QRZ� WKHUH� DUH�
UHODWLYHO\�IHZ�ZKR�FRQWURO�WKH�HQWLUH�LQGXVWU\�

1RZ�WKHUH�DUH�HVVHQWLDOO\�WKUHH�PHGLD�HPSLUHV�LQ�WKH�8QLWHG�
6WDWHV�� DQG� WKH\� DUH� DOO� HVVHQWLDOO\� FRQWUROOHG� E\� WKH� VDPH�
SHRSOH�

7LPH�:DUQHU

$2/

&RPXVHUY

1HWVFDSH

0DSTXHVW

+%2

&DEOH

&LQHPD[

&11

:DOW�'LVQH\

3L[DU
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0LUDPD[

7RXFKVWRQH

$%&

1HZV�&RUSRUDWLRQ

��WK�&HQWXU\�)R[

'LUHFW�79

)R[�1HZV

1DWLRQDO�*HRJUDSKLF

7KLV� FRQFHQWUDWLRQ� RI�PHGLD� RZQHUVKLS�PHDQV�SURJUHVVLYHO\�
IHZHU� LQGLYLGXDOV� RU� RUJDQL]DWLRQV� FRQWURO� DQG� LQFUHDVLQJO\�
ODUJH�VKDUH�RI�WKH�PDVV�PHGLD��WKH�PDMRULW\�RI�PHGLD�LQ�WKH�
ZRUOG�LV�RZQHG�E\�D�SURSRUWLRQDWHO\�VPDOO�QXPEHU�RI�FRQJORP�
HUDWHV�DQG�FRUSRUDWLRQV�RU�IDPLOLHV��7KLV�PHGLD�FRQFHQWUDWLRQ�
DIIHFWV�HGLWRULDO�LQGHSHQGHQFH��PHGLD�ELDV��FRQÀLFWV�RI�LQWHU�
HVW��DQG�IUHHGRP�RI�WKH�SUHVV�

7KHUH� DUH� WKUHH� PDMRU� WHOHYLVLRQ� QHWZRUNV� LQ� WKH� 8QLWHG�
6WDWHV��$%&��&%6��DQG�1%&��ZLWK�)R[��&11��DQG�%%&�JDLQLQJ�
JURXQG��$PHULFDQ�%URDGFDVWLQJ�&RPSDQ\��$%&��LV�QRZ�SDUW�RI�
'LVQH\��WKH�&ROXPELD�%URDGFDVWLQJ�6\VWHP��&%6��LV�RZQHG�E\�
:HVWLQJKRXVH� (OHFWULF� &RUSRUDWLRQ�9LDFRP�&%6� &RUSRUDWLRQ��
DQG� WKH�1DWLRQDO�%URDGFDVWLQJ�&RPSDQ\��1%&�� LV�RZQHG�E\�
1%&�8QLYHUVDO��D�MRLQW�YHQWXUH�EHWZHHQ�&RPFDVW�DQG�*HQHUDO�
(OHFWULF��)R[�%URDGFDVWLQJ�&RPSDQ\��)2;��LV�D�SDUW�RI�5XSHUW�
0XUGRFK¶V� 1HZV� &RUSRUDWLRQ�� DQG� 1HZV� &RUSRUDWLRQ� LV� QRZ�
WKH�ZRUOG¶V� WKLUG�ODUJHVW�PHGLD� FRQJORPHUDWH�EHKLQG�'LVQH\�
DQG�7LPH�:DUQHU�

0XUGRFK�ZDV�ERUQ�$XVWUDOLDQ��QRZ�QDWXUDOL]HG���DQG�WKURXJK�
KLV�)2;�PHGLD�QHWZRUNV�KH�KDV�XVHG�WKH�DLU�WR�FDOO� IRU�UHY�
ROXWLRQ� DJDLQVW� D� 8�6�� SUHVLGHQW�� 6R� WKURXJK� FRUSRUDWLRQV�
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IRUHLJQHUV� JDLQ� FRQWURO� RYHU� 8�6�� LQWHUHVWV� DQG�PLQGV�� 1RZ�
RWKHU�FRXQWULHV�FDQ� LQÀXHQFH�RXU�PHGLD��RXU�SROLWLFV��RU�RXU�
SHUFHSWLRQV��&11�LV�QRZ�RZQHG�E\�7LPH�:DUQHU��WRR�

7KHUH� LV� DOVR� DQ� ROLJRSRO\� LQ� UDGLR� HYHU� VLQFH� WKH�
7HOHFRPPXQLFDWLRQV� DFW� RI� ������ ZKHUH� &OHDU� &KDQQHO�
&RPPXQLFDWLRQV�WRRN�FRQWURO�RI�RYHU�PRVW�RI�WKH�UDGLR�VWD�
WLRQV� URXQG� WKH� FRXQWU\� �RYHU� ������ VWDWLRQV��� ,Q� ����� WKH�
)&&�DOVR�YRWHG� WR�HOLPLQDWH� WKH�PHGLD�RZQHUVKLS� UXOHV� WKDW�
KDG� EHHQ� HVWDEOLVKHG� ZLWKRXW� GHEDWH�� LQFOXGLQJ� WKH� VWDWXWH�
WKDW�IRUELGV�D�VLQJOH�FRPSDQ\�WR�RZQ�ERWK�D�QHZVSDSHU�DQG�
WHOHYLVLRQ� RU� UDGLR� VWDWLRQ� LQ� WKH� VDPH� FLW\�� &LWL]HQV� HVVHQ�
WLDOO\�JHW�DOO� WKHLU� LQIRUPDWLRQ�WKURXJK�WKH�PHGLD�DV� LWV�QRZ�
GLUHFWHG�E\�WKH�KHDGV�RI�MXVW�D�IHZ�FRUSRUDWLRQV�WKDW�DOO�DUH�
SDUW�RI�WKH�VDPH�FDUWHO��7KHVH�FRQJORPHUDWHV�DUH�RZQHG�E\�
WKH� VDPH� LQWHUHVWV�� WKDW� LV�� WKH� VDPH� LQYHVWRUV�� ,Q� WKH� ODVW�
WZR�GHFDGHV�PRVW�RI�WKH�QHZV�VSHQG�PRUH�WLPH�ZLWK�HGLWRUL�
DOV�RU�VSLQQLQJ�RSLQLRQV�DQG�OHVV�FRQYH\LQJ�REMHFWLYH�IDFWV��,W�
KDV�EHFRPH� LQIRWDLQPHQW��,Q�DQ� LQWHUYLHZ� LQ�)RUWXQH�PDJD�
]LQH�LQ������&OHDU�&KDQQHO�FKDLUPDQ�/HVWHU�0D\V�FODUL¿HG�KLV��
SRVLWLRQ�

:H¶UH�QRW�LQ�WKH�EXVLQHVV�RI�SURYLGLQJ�QHZV�DQG�LQIRU�
PDWLRQ�� :H¶UH� QRW� LQ� WKH� EXVLQHVV� RI� SURYLGLQJ� ZHOO�
UHVHDUFKHG�PXVLF��:H¶UH�LQ�WKH�EXVLQHVV�RI�VHOOLQJ�RXU�
FXVWRPHUV�SURGXFWV�

1RW�RQH�QHZV�VRXUFH�LV�HYHQ�JLYLQJ�WKH�SXEOLF�DFFXUDWH�LQIRU�
PDWLRQ��PXFK�LV�RPLWWHG��PRVW�KDYH�D�VWURQJ�VODQW�RQH�VLGH�RU�
WKH�RWKHU�DQG�YHU\�IHZ�SHRSOH�DUH�LQIRUPHG�DV�WR�ZKDW¶V�UHDOO\�
JRLQJ� RQ�� (YHQ� WKH� WRXJK� VKRZV� OLNH�+DUGEDOO�����PLQXWHV��
)DFH� WKH� 1DWLRQ��$QGHUVRQ� &RRSHU�� DQG� RWKHU¶V� GRQ¶W� UHDOO\�
DGGUHVV�WKH�PRVW�LPSRUWDQW�IDFWV��PRVW�RI�ZKDW�ZH�JHW�LV�SUR�
SDJDQGD�WKDW�VHUYHV�SROLWLFDO�HQGV��6SRQVRUV�DIIHFW�FRQWHQW��
LW¶V� DERXW�PDNLQJ�PRQH\� DQG� \RX� GRQ¶W� ELWH� WKH� KDQG� WKDW�
IHHGV�\RX��7KH�PRVW�GDQJHURXV�DVSHFW�RI�RXU�HYROYLQJ�GHPRF�
UDF\�LV�WKDW�SHRSOH�DUH�ORVLQJ�WKHLU�DELOLW\�WR�WKLQN�REMHFWLYHO\��
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FULWLFDOO\�� DQG� LQGHSHQGHQWO\��0RVW� YLHZHUV�DQG� OLVWHQHUV�DUH�
SLFNLQJ� VLGHV�� WKHLU� GHFLVLRQV�DUH�HPRWLRQDO� DQG�GLUHFWHG�E\�
RWKHUV�ZKR�NQRZ�KRZ�WR�FUHDWH�³PDQXIDFWXUHG�FRQVHQW�́

:LWKLQ�WKH�,QIRUPDWLRQ�7HFKQRORJ\�VHFWRUV��ZKLFK�LQFOXGH�
FRPSXWHU�VRIWZDUH��KDUGZDUH��DQG�QHWZRUNLQJ�LQIUDVWUXFWXUHV��
WKH�HQWLUH� LQGXVWU\� LV�DJDLQ�GRPLQDWHG�E\�D� IHZ�FRPSDQLHV��
$FFRUGLQJ� WR� WKH� )RUEHV� *OREDO� ������ WKH�PDMRU� SOD\HUV� LQ�
WKLV�LQGXVWU\�DUH��$SSOH�,QF���,%0��0LFURVRIW��*RRJOH��LQFOXGHV�
<RX7XEH��� $FFHQWXUH�� 6$3� $*�� +HZOHWW� 3DFNDUG�� &RPSXWHU�
6FLHQFHV�&RUSRUDWLRQ��<DKRR��DQG�&$�7HFKQRORJLHV��DQG�QRZ�
RXU�ODUJHVW�,QWHUQHW�VRFLDO�QHWZRUNV�DUH�RZQHG�E\�WKHVH�VDPH�
FRUSRUDWLRQV��DOO�ZKLFK�KDYH�FRPPRQ�LQWHUHVWV��:H�GRQ¶W�KDYH�
QHZV�QRW�DIIHFWHG�E\�SROLWLFV�RU�FRUSRUDWH�LQWHUHVWV�

/HH�$WZDWHU��SROLWLFDO�FRQVXOWDQW�WR�3UHVLGHQWV�5RQDOG�5HDJDQ�
DQG�*HRUJH�+�:��%XVK�DQG�IRUPHU�FKDLUPDQ�RI�WKH�5HSXEOLFDQ�
1DWLRQDO� &RPPLWWHH� EUDJJHG� DERXW� OHDNLQJ� RYHU� WKLUW\� IDOVH�
UHSRUWV�WR�WKH�SUHVV��WKRVH�UHSRUWV�ZHUH�URXWLQHO\�XVHG�WR�GLV�
VHPLQDWH�IDOVH�LQIRUPDWLRQ�DV�WKH�WUXWK��$WZDWHU�WRRN�FUHGLW�IRU�
VSUHDGLQJ�WKH�IDOVH�VWRULHV�DERXW�SUHVLGHQWLDO�FDQGLGDWH�:DOWHU�
0RQGDOH�WKDW�WXUQHG�WKH�HOHFWLRQ�LQ�%XVK�6U�¶V�IDYRU��&DUO�5RYH�
KDV�GRQH�WKH�VDPH�IRU�*HRUJH�:��%XVK��DQG�ERWK�SROLWLFDO�SDU�
WLHV�GR�LW��,W¶V�QRW�D�PDWWHU�RI�EODPLQJ�D�SDUW\�RU�DQ�DGPLQLV�
WUDWLRQ��LW¶V�DQ�HQGHPLF�HYLO�ZLWKLQ�RXU�EXVLQHVV�FXOWXUH��DQG�
WKH�SUREOHP�QHHGV�DWWHQWLRQ�DQG�RYHUVLJKW��&RQWLQXDOO\�DOORZ�
LQJ�WKLV�WR�RFFXU�EUHHGV�FRUSRUDWH�JRYHUQPHQW�FULPH��DQG�XOWL�
PDWHO\�KXUWV�WKH�HQWLUH�HFRQRP\�

2QH�FODVVLF� FDVH� WKDW�GHPRQVWUDWHV� WKH�GDQJHUV�RI�D�PHGLD�
PRQRSRO\�LQYROYHV�0RQVDQWR�DQG�)R[�1HZV��ZKHUH�SURGXF�
HUV�IRU�WKH�FKDQQHO�ZHUH�GRLQJ�D�VWRU\�RQ�WKH�%RYLQH�*URZWK�
+RUPRQH� WKDW� LV�PDGH� E\�0RQVDQWR� WR� FDXVH� FRZV� WR� SUR�
GXFH� PRUH� PLON�� 7KH� UHSRUWHUV� IRXQG� WKDW� RWKHU� FRXQWULHV�
OLNH� &DQDGD�ZHUH� FRQFHUQHG� DERXW� SRVVLEOH� FDQFHU� SURPRW�
LQJ�HIIHFWV� RQ�KXPDQ�EHLQJV�� DQG� WKH� UHSRUWHUV�ZHUH�JRLQJ�
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WR�LQFOXGH�WKRVH�VWXGLHV�LQ�WKHLU�UHSRUW��$IWHU�DOO��LW�LV�D�SXEOLF�
KHDOWK� FRQFHUQ��:KHQ�0RQVDQWR� IRXQG� RXW� WKH\� WKUHDWHQHG�
)R[�1HZV�ZLWK�D� ODZVXLW��DQG�WKH�PDQDJHPHQW�RI�)R[�1HZV�
WKHQ�WULHG�WR�GURS�WKH�VWRU\��FKDQJH�WKH�VWRU\��WKUHDWHQHG�WR�
¿UH�WKH�UHSRUWHUV�LI�WKH\�GLGQ¶W��DQG�WKHQ�WULHG�WR�EULEHG�WKHP�
WR�NHHS� LW�TXLHW��7KH\�ZHUH�HYHQWXDOO\�¿UHG�DQG�EODFNOLVWHG��
5HSRUWHUV�QRZ�NQRZ�ZKDW�WKH\�FDQ�RU�FDQQRW�UHSRUW��

7KH�WHOHYLVLRQ�VKRZ����0LQXWHV�KDG�D�VLPLODU�FRUSRUDWH�EDWWOH�
ZLWK�D�VWRU\�RQ�WKH�7REDFFR�LQGXVWU\��ZKR�WKUHDWHQHG�WR�VXH����
0LQXWHV�LI�WKH\�UDQ�WKH�VWRU\�DQG�UHPRYH�FRUSRUDWH�VSRQVRU�
VKLS��WKHQ�WKH\�ZHUH�ERXJKW�DQG�WKH�KROGLQJ�FRPSDQ\�SXW�SUHV�
VXUH�WR�VWRS�WKH�VWRU\��3HRSOH¶V�OLYHV�ZHUH�WKUHDWHQHG��$QRWKHU�
SURGXFHU�IRU����0LQXWHV�ZDV�VFKHGXOHG�WR�SURGXFH�D�VHJPHQW�
RQ�(��+RZDUG�+XQW¶V�FRQIHVVLRQ��WKDW�KDV�EHHQ�UHFRUGHG��EXW�
FRUSRUDWH�FDPH�GRZQ�DQG�EORFNHG�LW��&HQVRUVKLS�GRHV�H[LVW�LQ�
WKH�8QLWHG�6WDWHV��DQG�LW�QHHGV�WKH�SXEOLF¶V�DWWHQWLRQ��

7KHVH�DUH�QRW�LVRODWHG�H[DPSOHV��WKH�QHZV�LV�FRQWUROOHG�E\�FRU�
SRUDWLRQV�QRZ��,W¶V�RQO\�JHWWLQJ�ZRUVH�DQG�$PHULFDQV�FRQWLQXH�
WR�EH�LQ�WKH�GDUN�EHFDXVH�WKH�QHZV�LV�QRW�JRLQJ�WR�UHSRUW�LW��
$QFKRUPDQ�/RX�'REEV�VSRNH�RXW�DQG�JRW�EXOOHWV�VKRW�WKURXJK�
KLV�ZLQGRZ��DQG�PDQ\�RWKHU�UHSRUWHUV�KDYH�EHHQ�WKUHDWHQHG�
DQG�LW�JRHV�XQUHSRUWHG�RXW�RI�IHDU�RI�WKH�JRYHUQPHQW��RU�FDU�
WHO��UHSULVDO�

,I� WKH� FLWL]HQU\� LV� FRPSOLFLW�� WKHQ� ZH� ZLOO� FRQWLQXH� WR� KDYH�
FRUUXSW�JRYHUQPHQWV��2XU�SUHVV�PXVW�EH�PRUH�DFFRXQWDEOH��
DQG� RXU� FLWL]HQU\� EHWWHU� LQIRUPHG�� 7KHUH� LV� DQ� LQIRUPDWLRQ�
ZDU�JRLQJ�RQ�IRU�RXU�PLQGV�DQG�WKH�FRUSRUDWLRQV�DUH�ZLQQLQJ��
4XRWLQJ�SUHVLGHQW�7KRPDV�-HIIHUVRQ�DJDLQ�

7KH�RQO\�VHFXULW\�RI�DOO�LV�LQ�D�IUHH�SUHVV��7KH�IRUFH�RI�
SXEOLF�RSLQLRQ�FDQQRW�EH�UHVLVWHG�ZKHQ�SHUPLWWHG�IUHHO\�
WR�EH�H[SUHVVHG��7KH�DJLWDWLRQ�LW�SURGXFHV�PXVW�EH�VXE�
PLWWHG�WR��,W�LV�QHFHVVDU\��WR�NHHS�WKH�ZDWHUV�SXUH�
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Banking

7KH�¿QDQFLDO�LQGXVWU\�LV�XQGHUJRLQJ�D�PDMRU�FKDQJH�DQG�RQH�
JURXS� LV� ULVLQJ� WR� WKH� WRS� LQ� GRPLQDQFH�� 5HFHQWO\�� %DQN� RI�
1HZ�<RUN�DFTXLUHG�0HOORQ��:DFKRYLD�DFTXLUHG�:RUOG�6DYLQJV��
%DQN�RI�$PHULFD�DFTXLUHG�8�6��7UXVW�DQG�WKHQ�0HUULOO�/\QFK��
-30RUJDQ� DQG� &KDVH�PHUJHG� WR� IRUP� -30RUJDQ� &KDVH� DQG�
WKHQ� DFTXLUHG� %HDU� 6WHDUQV� DQG� :DVKLQJWRQ� 0XWXDO�� :HOOV�
)DUJR�DFTXLUHG�:DFKRYLD��DQG�31&�WRRN�1DWLRQDO�&LW\�

,Q������&LWLFRUS�DQG�7UDYHOHUV�*URXS�PHUJHG�WR�IRUP�&LWLJURXS��
D�SULPDU\�GHDOHU�LQ�8�6��7UHDVXU\�VHFXULWLHV�DQG�RQH�RI�WKH�QHZ�
ELJ�IRXU�EDQNLQJ�FRQJORPHUDWH�RI��&LWLJURXS��-3�0RUJDQ�&KDVH��
%DQN� RI� $PHULFD�� DQG�:HOOV� )DUJR�� ,Q� ����� -DPHV�6WLOOPDQ�
5RFNHIHOOHU�ZDV�HOHFWHG�SUHVLGHQW�DQG�WKHQ�FKDLUPDQ�LQ�������
VHUYLQJ�XQWLO�������DQG�LQ������KLV�FRXVLQ�'DYLG�5RFNHIHOOHU�
EHFDPH�SUHVLGHQW�RI�WKH�&KDVH�0DQKDWWDQ�%DQN��QRZ�-30RUJDQ�
&KDVH��0RUHRYHU�� LI� \RX� ORRN�DW� WKH� LQVWLWXWLRQDO� KROGLQJV�RI�
HDFK�EDQN�\RX�VHH�WKH\�VKDUH�FRPPRQ�LQWHUHVWV��LQWHUORFNLQJ�
GLUHFWRUDWHV��DQG�WKH\�DOO�FRQWURO�WKH�)HGHUDO�5HVHUYH��%DQNLQJ�
LV�D�PRQRSRO\�ZLWK�FRPPRQ�IDPLO\�LQWHUHVWV�

7KH�EDLORXW�ELOO�ZDV�FUHDWHG�E\�D�VPDOO�JURXS�RI�LQVLGHUV�LQ�WKH�
H[HFXWLYH�EUDQFK�DQG�WKH�)HGHUDO�5HVHUYH��DQG�WKH�&RQJUHVV�
ZDV�� WR� D� ODUJH� GHJUHH�� FXW� RXW� RI� WKH� GHFLVLRQ�� 7KH� LQLWLDO�
EDLORXW�ELOO�ZDV�QRW�VHFUHW�DQG�ZDV�UHMHFWHG�LQ�&RQJUHVV��WKH�
¿QDO�YHUVLRQ�RI�WKH�ELOO�ZDV�NHSW�VHFUHW�IURP�WKH�&RQJUHVV�XQWLO�
PLQXWHV�EHIRUH� WKH�YRWH��VR�RXU� UHSUHVHQWDWLYHV�QHYHU�HYHQ�
KDG�D�FKDQFH�WR�UHDG�WKH�ELOO�EHIRUH�VLJQLQJ�LW��6HQDWRU�,QKRIH�
RI�2NODKRPD�DQG�&RQJUHVVPDQ�%UDG�6KHUPDQ�RI�&DOLIRUQLD��
DPRQJ�PDQ\�RWKHUV��WROG�WKH�SUHVV�WKDW�WKH�HQWLUH�&RQJUHVV�
KDG�EHHQ�WKUHDWHQHG�ZLWK�PDUWLDO�ODZ�E\�WKH�:KLWH�+RXVH�DQG�
WKH�7UHDVXU\�'HSDUWPHQW�LI�WKH\�GLGQ¶W�SDVV�WKH�EDQNHU�EDLORXW�
ELOO��0RUHRYHU�� WKH�&RQJUHVV�DQG�WKH�$PHULFDQ�FLWL]HQV�ZHUH�
SURPLVHG� WRWDO� WUDQVSDUHQF\� DQG� WKDW� HYHU\� GLPH�ZRXOG� EH�
DFFRXQWHG�IRU��EXW������WULOOLRQ�LV�VWLOO�XQDFFRXQWHG�IRU�±�LW�ZDV�
VWROHQ�
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$IWHU� WKH� 7$53� EDLORXW�� ELOOLRQV� ZHUH� JLYHQ� WR� VHOHFW� EDQNV�
ZLWK� WKH� LQWHQWLRQ� RI�PDNLQJ�PRQH\� DYDLODEOH� WR� WKH� SXEOLF�
LQ�WKH�IRUP�RI�EDGO\�QHHGHG�ORDQV�DQG�LQYHVWPHQW��DIWHU�VHOO�
LQJ�WKH�LGHD�WR�WKH�SXEOLF�DQG�WKH�FRQJUHVV��8�6��6HFUHWDU\�RI�
WKH�7UHDVXU\�DQG�IRUPHU�*ROGPDQ�6DFKV�&(2�+HQU\�3DXOVRQ��
FKDQJHG�WKH�GLUHFWLRQ�RQ�KLV�RZQ�WR�JLYLQJ�WKH�PRQH\�IRU�WKH�
EDQNV� WR� XVH� DW� WKHLU� RZQ� GLVFUHWLRQ�� ,QVWHDG� RI� SURYLGLQJ�
FUHGLW�WR�WKH�SXEOLF�DV�WKH�PRQH\�ZDV�DOORFDWHG�IRU�WKH�VHOHFW�
EDQNV� WKDW�GLG� UHFHLYH�7$53�PRQH\�� LQVWHDG��SULPDULO\�XVHG�
LW� WR�DFTXLUH�PRVW�RI� WKH�RWKHU�EDQNV�DQG�FUHDWH�D�EDQNLQJ�
PRQRSRO\²D�¿QDQFLDO�FRXS��1RZ�ZH�KDYH�WKH�&KDVH�%DQN�DQG�
&LWLFRUS�DOO�RYHU�&DOLIRUQLD�

,QVXUDQFH� FRPSDQLHV� DOVR� LQYHVW� LQ� ODUJH� SURMHFWV� DQG�
LQYHVWPHQWV��VHUYLQJ�DV�FRUSRUDWH�EDQNHUV�ZLWK�WKHLU�UHVHUYHV��
*OREDO� LQVXUDQFH�SUHPLXPV�JUHZ�E\�����SHUFHQW� LQ������ WR�
UHDFK������WULOOLRQ��,Q������(XURSH�KDG�D�SUHPLXP�LQFRPH�RI�
�������ELOOLRQ��1RUWK�$PHULFD��������ELOOLRQ�DQG�$VLD������ELO�
OLRQ��7KH�8QLWHG�6WDWHV�DQG�-DSDQ�UHSUHVHQW���SHUFHQW�RI�WKH�
ZRUOG¶V�SRSXODWLRQ��DQG�DFFRXQW�IRU����SHUFHQW�RI�WKH�ZRUOG¶V�
LQVXUDQFH��7KH�FXUUHQW�PHUJHU�WUHQG�LQ�¿QDQFLDO�VHUYLFHV�KDV�
DOVR�EURXJKW�PRUH�RI�WKH�LQVXUDQFH�LQGXVWU\�XQGHU�WKH�EDQNLQJ�
FDUWHO��DV�EDQNV�DUH�QRZ�DOORZHG�WR�RZQ�LQVXUDQFH�FRPSDQLHV�
DQG�RWKHU�¿QDQFLDO�VHUYLFHV�WKDW�XVHG�WR�EH�IRUELGGHQ�E\�ODZ��
7KH�FRXUWV�NHHS�RYHUWXUQLQJ�WKH�ODZV�WKDW�UHJXODWHG�WKH�LQGXV�
WU\�IRU�XV�

TARP

7KH�7URXEOHG�$VVHW�5HOLHI�3URJUDP�RU�7$53�ZDV�VLJQHG�LQWR�ODZ�
E\�SUHVLGHQW�*HRUJH�:��%XVK�RQ�2FWREHU�������LW�DOORZV�WKH�
8QLWHG�6WDWHV�JRYHUQPHQW�WR�SXUFKDVH�DVVHWV�DQG�HTXLW\�IURP�
¿QDQFLDO� LQVWLWXWLRQV� LQ� RUGHU� WR� VWUHQJWKHQ�¿QDQFLDO� LQVWLWX�
WLRQV��2I�WKH������ELOOLRQ�LQYHVWHG�LQ�8�6��EDQNV�WKURXJK�7$53�
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RYHU������ELOOLRQ�KDV�EHHQ�SDLG�EDFN��DQG�FRPSDQLHV�OLNH�*0��
$,*��DQG�&LWLJURXS�DUH�EX\LQJ�EDFN�WKH�7UHDVXU\¶V�VWDNH�

7$53� DOORZV� WKH� 8QLWHG� 6WDWHV� 'HSDUWPHQW� RI� WKH� 7UHDVXU\�
WR�SXUFKDVH�RU�LQVXUH�XS�WR������ELOOLRQ�RI�³WURXEOHG�DVVHWV´�
VXFK�DV�FROODWHUDOL]HG�GHEW�REOLJDWLRQV�OLNH�PRUWJDJHV��GHULY�
DWLYHV�� DQG� RWKHU� GHIDXOWHG� GHEW�� 7KH� SULPDU\� UHFLSLHQWV� RI�
7$53� IXQGV� LQFOXGH��E\� ODUJHVW� UHFLSLHQW��&LWLJURXS��%DQN�RI�
$PHULFD��$,*��-30RUJDQ�&KDVH��:HOOV�)DUJR��*0$&�)LQDQFLDO�
6HUYLFHV�� *HQHUDO� 0RWRUV�� *ROGPDQ� 6DFKV�� 0RUJDQ� 6WDQOH\��
31&� )LQDQFLDO� *URXS�� 8�6�� %DQFRUS�� &KU\VOHU�� &DSLWDO� 2QH�
)LQDQFLDO�� 5HJLRQV� )LQDQFLDO� &RUSRUDWLRQ�� $PHULFDQ� ([SUHVV��
DQG�%DQN�RI�1HZ�<RUN�0HOORQ�&RUS��7KH�FDUWHO�SDLG�LWVHOI��WKH�
UHVW�ZHUH�SXUFKDVHG�FKHDS��DQG�WKH�ZKROH�7UHDVXU\�ZDV�¿OOHG�
ZLWK�*ROGPDQ�6DFKV�H[HFXWLYHV�WR�LQVXUH�WKH�SURSHU�DOORFDWLRQ�
RI�IXQGLQJ�RU�LQYHVWPHQW�

0XFK�RI�WKLV�7$53�KDV�DOUHDG\�EHHQ�SDLG�EDFN��DQG�DOO�DSSHDU�
WR�EH�RQ�VFKHGXOH�WR�SD\�EDFN�WKH�IXQGV�LQ�IXOO��+RZHYHU��DV�
RI�0DUFK�RI������QRQH�RI�WKH�SXEOLFDOO\�WUDGHG�EDQNV�KDG�\HW�
ERXJKW�EDFN� WKHLU�ZDUUDQWV� IURP� WKH�7UHDVXU\��$FFRUGLQJ� WR�
WKH�WHUPV�RI�WKH�DJUHHPHQW��WKH�EDQNV�WKDW�UHFHLYHG�WKH�IXQGV�
FDQ�HLWKHU�QHJRWLDWH�WR�EX\�EDFN�WKH�ZDUUDQWV�DW�IDLU�PDUNHW�
SULFH��RU�WKH�8�6��7UHDVXU\�FDQ�VHOO�WKH�ZDUUDQWV�WR�WKLUG�SDUW\�
LQYHVWRUV�� :DUUDQWV� DUH� FDOO� RSWLRQV� WKDW� ZRXOG� HQDEOH� WKH�
KROGHUV�WR�VHOO�WKHLU�VKDUHV�RQ�WKH�RSHQ�PDUNHW��7KH�$PHULFDQ�
%DQNHUV�$VVRFLDWLRQ��$%$��KDV�OREELHG�WKH�&RQJUHVV�KDUG�WR�
FDQFHO�WKH�ZDUUDQWV�RZQHG�WR�WKH�WD[SD\HUV�DQG�ZLWKKROG�DQ\�
DQG�DOO�UHJXODWLRQV�RU�UHVWULFWLRQV�RQ�WKHLU�LQGXVWU\�RU�DFWLYLW\��
&DQFHOLQJ�WKH�ZDUUDQWV�DPRXQWV�WR�D�VXEVLG\�WR�WKH�EDQNLQJ�
LQGXVWU\�DQG�\HW�DQRWKHU�FDVH�RI�KRZ�SUR¿WV�EHFRPH�SULYD�
WL]HG�DQG� ORVVHV�EHFRPH� VRFLDOL]HG��XOWLPDWHO\� WKH� WD[SD\HU�
SD\V�WKH�SULFH�DQG�WKH�ULFK�JHW�ULFKHU�

7KH�(PHUJHQF\�(FRQRPLF�6WDELOL]DWLRQ�$FW�RI������ZDV�
RULJLQDOO\�SURSRVHG�E\�8�6��7UHDVXU\�6HFUHWDU\�+HQU\�3DXOVRQ��
WR�EDLORXW�WKH�8�6��¿QDQFLDO�V\VWHP��+HQU\�3DXOVRQ�ZDV�&(2�
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RI� *ROGPDQ� 6DFKV�� RQH� RI� WKH� OHDGLQJ� FDXVHV� RI� WKH� FULVHV�
WKURXJK�LUUHVSRQVLEOH�WUDGLQJ�DV�ZHOO�DV�RQH�RI�WKH�IHZ�¿QDQ�
FLDO�LQVWLWXWLRQV�WKDW�UHFHLYHG�7$53�PRQH\�

*ROGPDQ�6DFKV�ZDV�RQH�RI�WKH�OHDGHUV�LQ�UHYHUVLQJ�WKH�³QHW�
FDSLWDO�UXOH´�WKDW�UHTXLUHG�EURNHUDJHV�WR�KROG�UHVHUYH�FDSL�
WDO� WKDW� OLPLWHG� WKHLU� OHYHUDJHG�SRVLWLRQV� DQG� ULVN� H[SRVXUH��
,Q������WKH�*UDPP�/HDFK�%OLOH\�$FW�SXW�WKH�SDUHQW�KROG�
LQJ�FRPSDQ\�RI�HDFK�RI�WKH�ELJ�$PHULFDQ�EURNHUDJHV�EH\RQG�
WKH�$PHULFDQ�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�RYHUVLJKW��
QRZ� WKH� EDQNLQJ� LQGXVWU\� DOORZV� ³YROXQWDU\´� LQVSHFWLRQV� RI�
WKHLU� SDUHQW� DQG� VXEVLGLDU\�KROGLQJ�DQG� LQ�6HSWHPEHU������
WKH�YROXQWDU\�UHJXODWLRQ�ZDV�HQGHG��:H¶YH�JRW�WKH�OHDGHUV�RI�
WKRVH�QHHGLQJ�WR�EH�UHJXODWHG�EHFRPLQJ�WKH�KHDGV�RI�WKH�UHJ�
XODWRU\�DJHQFLHV��DQG�OREE\LVWV�¿OOLQJ�NH\�SRVLWLRQV�LQ�FDELQHWV�
WKDW�VKRXOG�EH�SURYLGLQJ�RYHUVLJKW�IRU�WKH�SXEOLFV�LQWHUHVW��WKH�
$PHULFDQ�SHRSOH�DUH�EHLQJ�YHU\�PLVOHG��LW¶V�FULPLQDO�

7KH�)LQDQFLDO�&ULVLV�,QTXLU\�&RPPLVVLRQ�ZDV�FUHDWHG�DV�
SDUW�RI�WKH�)UDXG�(QIRUFHPHQW�DQG�5HFRYHU\�$FW��3XEOLF�/DZ�
��������SDVVHG�E\�&RQJUHVV�DQG�VLJQHG�E\�SUHVLGHQW�%DUDN�
2EDPD�LQ�0D\������WR��³H[DPLQH�WKH�FDXVHV��GRPHVWLF��DQG�
JOREDO��RI�WKH�FXUUHQW�¿QDQFLDO�DQG�HFRQRPLF�FULVLV�LQ�WKH�8QLWHG�
6WDWHV�́ �7KLV� LQGHSHQGHQW� WHQ�PHPEHU�SDQHO�ZDV�FRPSRVHG�
RI�SULYDWH�FLWL]HQV� IURP�WKH�¿QDQFLDO�FRPPXQLW\��&KDLUHG�E\�
3KLO�$QJHOLGHV��WKH\�VXPPDUL]H�WKHLU�¿QGLQJV�DV�IROORZV�

7KH�&RPPLVVLRQ�FRQFOXGHG�WKDW�WKLV�FULVLV�ZDV�DYRLGDEOH����
WKH� UHVXOW� RI� KXPDQ� DFWLRQV�� LQDFWLRQV�� DQG�PLVMXGJ�
PHQWV��:DUQLQJV� ZHUH� LJQRUHG�� 7KH� JUHDWHVW� WUDJHG\�
ZRXOG�EH�WR�DFFHSW�WKH�UHIUDLQ�WKDW�QR�RQH�FRXOG�KDYH�
VHHQ� WKLV� FRPLQJ� DQG� WKXV� QRWKLQJ� FRXOG� KDYH� EHHQ�
GRQH��,I�ZH�DFFHSW�WKLV�QRWLRQ��LW�ZLOO�KDSSHQ�DJDLQ�

7KH�)LQDQFLDO�&ULVLV�,QTXLU\�&RPPLVVLRQ�DOVR�LGHQWL¿HG�VHYHUDO�
VSHFL¿F�DUHDV�WR�EH�DGGUHVVHG�
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,W� IRXQG� ZLGHVSUHDG� IDLOXUHV� LQ� ¿QDQFLDO� UHJXODWLRQ��
GUDPDWLF�EUHDNGRZQV�LQ�FRUSRUDWH�JRYHUQDQFH��H[FHV�
VLYH�ERUURZLQJ�DQG�ULVN�WDNLQJ�E\�KRXVHKROGV�DQG�:DOO�
6WUHHW��SROLF\�PDNHUV�ZKR�ZHUH�LOO�SUHSDUHG�IRU�WKH�FUL�
VLV��DQG�V\VWHPLF�EUHDFKHV�LQ�DFFRXQWDELOLW\�DQG�HWKLFV�
DW�DOO�OHYHOV�

'HWUDFWRUV� IHHO� WKH� FRPPLVVLRQ� RYHUVLPSOL¿HG� WKH� SUREOHPV�
DQG�LJQRUH�WKH�JOREDO�QDWXUH�RI�WKH�SUREOHP�EXW�DFNQRZOHGJH�
WKDW� WKHUH�ZDV� D� FUHGLW� EXEEOH�� 7KH� UHSRUW� DOVR� VKRZV� KRZ�
FRPSHQVDWLRQ� ZLWKLQ� WKH� ¿QDQFLDO� VHFWRUV� KDV� VN\URFNHWHG�
SDVW�RWKHU�VHFWRUV�LQ�WKH�SDVW�GHFDGH��PRUH�WKDQ�GRXEOLQJ�WKDW�
RI� RWKHU� LQGXVWULHV�� 7KH�DPRXQW� WKDW�:DOO�6WUHHW� H[HFXWLYHV�
SD\�WKHPVHOYHV�KDV�UHDFKHG�DQ�DOO�WLPH�KLJK�

,Q� -XO\� ���� ����� 3UHVLGHQW� %DUDFN� 2EDPD� VLJQHG� LQWR� ODZ�
WKH� 'RGG�)UDQN� :DOO� 6WUHHW� 5HIRUP� DQG� &RQVXPHU�
3URWHFWLRQ�$FW� WR� FUHDWH� VZHHSLQJ� UHIRUPV�ZLWKLQ� JRYHUQ�
PHQW�DJHQFLHV�DQG�ZLWKLQ�WKH�¿QDQFLDO�VHUYLFHV�LQGXVWU\��7KH�
RXWOLQH�RI�WKLV�ELOO�LQFOXGHV�FRQVROLGDWLQJ�UHJXODWRU\�DJHQFLHV��
HOLPLQDWLQJ�WKH�QDWLRQDO�WKULIW�FKDUWHU�DQG�DQ�RYHUVLJKW�FRXQ�
FLO�WR�HYDOXDWH�V\VWHPLF�ULVN��UHJXODWLRQ�RI�¿QDQFLDO�PDUNHWV��
LQFOXGLQJ�LQFUHDVHG�WUDQVSDUHQF\�RI�GHULYDWLYHV��FUHDWLQJ�XQL�
IRUP� VWDQGDUGV� RI� SURWHFWLRQ� IRU� FRQVXPHUV� DQG� LQYHVWRUV��
JLYLQJ� WKH� )HGHUDO� 5HVHUYH� DXWKRUL]DWLRQ� IURP� WKH� 7UHDVXU\�
IRU�H[WHQVLRQV�RI�FUHGLW�LQ�³XQXVXDO�RU�H[LJHQW�FLUFXPVWDQFHV´��
DQG�SURSRVDOV�WR�LPSURYH�DFFRXQWLQJ�DQG�UHJXODWLRQ�RI�FUHGLW�
UDWLQJ� DJHQFLHV�� /DWHU� 3DXO� 9RFNHU�� IRUPHU� )HGHUDO� 5HVHUYH�
%RDUG�FKDLUPDQ�DQG�FXUUHQW�FKDLU�RI�WKH�3UHVLGHQW¶V�(FRQRPLF�
5HFRYHU\�$GYLVRU\�%RDUG�DGGHG�WR�UHVWULFW�8QLWHG�6WDWHV�EDQNV�
IURP�PDNLQJ�FHUWDLQ�VSHFXODWLYH�LQYHVWPHQWV�WKDW�DUH�QRW�RQ�
EHKDOI�RI�WKHLU�FXVWRPHUV�

$OO� WKHVH� SURWHFWLRQV� DQG� UHJXODWLRQV� DUH� D� VWHS� IRUZDUG� LQ�
PDQDJLQJ�RXU�HFRQRP\��EXW�WKH�SROLWLFDO�F\FOHV�DQG�FKDQJLQJ�
DGPLQLVWUDWLRQV�WHQGV�WR�GHUHJXODWH�WKH�LQGXVWU\�ZLWKLQ�D�IHZ�
\HDUV�DJDLQ��DQG�LW¶V�UDUHO\�FRYHUHG�ZHOO� LQ�WKH�SUHVV��:H¶YH�
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VHHQ�WKLV�F\FOH�RI�UHJXODWLRQ�DQG�GHUHJXODWLRQ�RI�WKH�¿QDQFLDO�
LQGXVWU\��DQG�HDFK�WLPH�ZH�GHUHJXODWH�LQ�UHVSRQVH�WR�OREE\�
LQJ�SUHVVXUH�LQ�:DVKLQJWRQ�ZH�HQG�XS�ZLWK�DQRWKHU�HFRQRPLF�
UHFHVVLRQ�� 'XULQJ� WKH� ����¶V� ZH� KDG� ZKDW� ZDV� FDOOHG� WKH�
6DYLQJV�DQG�/RDQ�FULVLV��ZKHUH�RYHU�����VDYLQJV�DQG�ORDQ�
DVVRFLDWLRQV�IDLOHG��DQG�WKH�8�6��WD[SD\HU�SDLG��������ELOOLRQ�
WR�EDLO�RXW�WKH�6DYLQJV�DQG�/RDQ�LQGXVWU\��$QRWKHU�GHEW�FULVLV�
RFFXUUHG�LQ�������DQG�ERWK�WLPHV�LW�ZDV�GXH�WR�GHUHJXODWLRQ�
RI�WKH�LQGXVWU\�DV�D�UHVXOW�RI�OREE\LQJ�RQ�EHKDOI�RI�WKH�EDQNLQJ�
FDUWHO�

Commercial and Investment Banking

7KH� %DQNLQJ� $FW� RI� ����� HVWDEOLVKHG� WKH� )HGHUDO� 'HSRVLW�
,QVXUDQFH�&RUSRUDWLRQ��)',&��DQG�LQWURGXFHG�EDQNLQJ�UHIRUPV��
SDUWLFXODUO\� WKH�FRQWURO�RI�VSHFXODWLRQ��DQG� LPSOHPHQWHG�WKH�
*ODVV�6WHDJDOO�$FW��ZKLFK�GLYLGHG�WKH�UROHV�RI�FRPPHUFLDO�EDQN�
LQJ� DQG� LQYHVWPHQW� EDQNLQJ�� &RPPHUFLDO� EDQNLQJ�� RU� EXVL�
QHVV�EDQNLQJ��SURYLGHV� FKHFNLQJ�DFFRXQWV�� VDYLQJ�DFFRXQWV��
PRQH\�PDUNHW�DFFRXQWV��DQG�FRQVXPHU�DQG�EXVLQHVV�FUHGLW��
,QYHVWPHQW�EDQNV�VSHFXODWH�RQ�LQYHVWPHQWV�DQG�LQ�FDSLWDO�DQG�
HTXLW\�PDUNHWV� DQG� DVVXPH�PXFK� JUHDWHU� ULVN� DV� D� UHVXOW��
+RZHYHU��LQ�1RYHPEHU�������WKH�*UDPP�/HDFK�%OLOH\�$FW�
UHSHDOHG�WKHVH�VDIHJXDUGV��ZKLFK��DJDLQ��FUHDWHG�LUUHVSRQVL�
EOH�OHQGLQJ�ZKLFK�OHG�WR�WKH�FROODSVH�RI�RXU�¿QDQFLDO�PDUNHWV�

7KLV�UHSHDO�HQDEOHG�OHQGHUV�OLNH�&LWLJURXS��LQ������WKH�ODUJHVW�
8�6��EDQN�E\�DVVHWV��WR�XQGHUZULWH�DQG�WUDGH�LQVWUXPHQWV�VXFK�
DV�PRUWJDJH�EDFNHG�VHFXULWLHV��FROODWHUDOL]HG�GHEW�REOLJDWLRQV��
DQG� VWUXFWXUHG� LQYHVWPHQW� YHKLFOHV� �6,9V��� $IWHU� PRUWJDJH�
DQG�RWKHU�ORDQV�DUH�PDGH��WKH\�DUH�EXQGOHG�LQWR�SRROV�RI�ORDQV�
DQG�VROG�RII�WR�LQVWLWXWLRQDO�LQYHVWRUV��PRVWO\�IXQGV��7KH�\HDU�
EHIRUH�WKH�UHSHDO��WKH�PRUH�ULVN\�VXESULPH�ORDQV�UHSUHVHQWHG�
MXVW���SHUFHQW�RI�PRUWJDJH�ORDQV��EXW�DW�WKH�SHDN�RI�WKH�FUHGLW�
FULVLV� LQ� ����� LW�ZDV� DSSURDFKLQJ� ��� SHUFHQW��0DMRU� FDXVHV�
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RI�WKH�HFRQRPLF�FROODSVH� LQFOXGH�DGMXVWDEOH�UDWH�PRUWJDJHV��
PDUN�WR�PDUNHW�DFFRXQWLQJ��DQG�WKH�%DVHO�$FFRUGV�

$IWHU�D�ORDQ�LV�PDGH��ZK\�VKRXOG�WKH�UDWH�JR�XS"�,I�WKH�FRVW�
RI�PRQH\� JRHV� XS�� IXWXUH� ORDQV�ZRXOG� QDWXUDOO\� DOVR� JR� XS��
+RZHYHU��DIWHU�D� ORDQ� LV�PDGH�ZK\�VKRXOG� WKH� UDWH� LQFUHDVH�
DW�WKH�DUELWUDU\�GHFLVLRQ�RI�WKRVH�ZKR�DUH�SUR¿WLQJ�E\�\RX"�$V�
UDWHV�FOLPEHG�GXULQJ� WKH� UHFHVVLRQ��DQ� LQFUHDVLQJ�QXPEHU�RI�
KRPH�RZQHUV�FRXOG�QR�ORQJHU�DIIRUG�WR�SD\�WKHLU�PRUWJDJHV�DQG�
WKHQ�ZKHQ� WKHLU� LQÀDWHG�KRPH�YDOXHV�DGMXVWHG��PDQ\�KRPH�
RZQHUV�GLVFRYHUHG�WKDW�WKH\�RZHG�PRUH�WKDQ�WKHLU�KRPHV�ZHUH�
ZRUWK��0RVW�PRUWJDJH�OHQGHUV�PDNH�WKHLU�SUR¿WV�RII�WKH�ORDQ�
IHHV�FKDUJHG�XS�IURQW��ZKLFK�FRYHU�EDVLF�RSHUDWLRQDO�FRVWV��EXW�
WKH�UHDO�PRQH\�LV�PDGH�RQ�³WKH�EDFN�HQG´�ZKHQ�WKH�OHQGLQJ�
LQVWLWXWLRQV�VHOO�WKHLU�ORDQV�LQ�EXQGOHV�RI�KXQGUHGV�RI�PLOOLRQV�

*HQHUDOO\��RQFH�WKH�ORDQ�LV�VROG��WKH�OHQGHU�GRHVQ¶W�QHHG�WR�ZRUU\�
DERXW�IRUHFORVXUHV��VR�WKH\�DUH�LQFHQWLYL]HG�WR�PDNH�LQFUHDVLQJO\�
ULVNLHU� ORDQV� �ODWHU� EX\�EDFN� DJUHHPHQWV� ZHUH� GHYHORSHG�� VR�
EDQNV�GLG�KDYH�WR�VKDUH�DW�OHDVW�SDUW�RI�WKH�ULVN���3UR¿WV�DUH�SUL�
YDWL]HG�DQG�ORVVHV�DUH�VRFLDOL]HG��0DUN�WR�PDUNHW�RU�IDLU�PDUNHW�
DFFRXQWLQJ�DOORZHG�¿QDQFLDO�LQVWLWXWLRQV�WR�PDNH�YDOXHV�RQ�WKHLU�
EDODQFH�VKHHW�FKDQJH�IUHTXHQWO\�DV�PDUNHW�FRQGLWLRQV�FKDQJH��DV�
RSSRVHG�WR�ORRNLQJ�DW�ERRN�YDOXH�EDVHG�RQ�WKH�RULJLQDO�FRVW�SULFH�
RI�DQ�DVVHW�RU�OLDELOLW\��DQG�WKLV�KDV�OHG�WR�DFFRXQWLQJ�IUDXG�RQ�
D�PDVVLYH�VFDOH��(QURQ�EHLQJ�RQH�RI�WKH�PRVW�YLVLEOH�H[DPSOHV�

Over-The-Counter (OTC) Derivatives

'HULYDWLYHV� DUH� HVVHQWLDOO\� LQVXUDQFH� FRQWUDFWV²D� IRUPXOD�
EDVHG�¿QDQFLDO�FRQWUDFW�EHWZHHQ�EX\HUV�DQG�VHOOHUV�WKDW�DUH�
QRW�WUDGHG�RQ�H[FKDQJHV�DQG�DUH�QRW�UHJXODWHG�E\�WKH�JRYHUQ�
PHQW��7KH\�KDYH�SURYHQ�GDQJHURXV�DJDLQ�DQG�DJDLQ�EXW�PDNH�
¿QDQFLDO�LQVWLWXWLRQV�ORWV�RI�PRQH\��XQOHVV�WKH\�IDLO��ZKLFK�WKH\�
RIWHQ�GR��7KH�EDQNV�PDNH�SUR¿WV��EXW�ZKHQ�WKH\�IDLO�WKH�WD[�
SD\HU� KDV� WR� SD\� WKH� FRVWV� DQG� WKLV� KDV� EDQNUXSWHG�PDQ\�
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JRYHUQPHQW�DJHQFLHV�WKDW�XVH�WKHP��7KH\¶YH�EHHQ�XVHG�WR�WU\�
WR�VWDELOL]H�PDUNHWV��RU�KHGJH�DJDLQVW�PDUNHW�YRODWLOLW\²�DQG�
WKDW� LV�QHHGHG²EXW�WKH�GHULYDWLYH�FRQWUDFW� LV�D�VFDP��,I�ZH�
KDG�EHWWHU� UHJXODWLRQ�ZH�ZRXOG�QRW�QHHG�WKHP��0RVW� LQYHV�
WRUV�GRQ¶W�UHDOO\�HYHQ�XQGHUVWDQG�KRZ�WKH\�ZRUN��$Q� LQWHU�
HVW� UDWH� VZDS� LV� D� GHULYDWLYH� WKDW� RQH� SDUW\� H[FKDQJHV� D�
VWHDP�RI�LQWHUHVW�SD\PHQWV�IRU�DQRWKHU�SDUW\¶V�VWUHDP�RI�FDVK�
ÀRZV��+HGJHUV�XVH�LQWHUHVW�UDWH�VZDSV�WR�PDQDJH�WKHLU�¿[HG�
RU�ÀRDWLQJ�DVVHWV�DQG� OLDELOLWLHV��7KHVH� LQVWUXPHQWV�DUH�DOVR�
XVHG�E\�VSHFXODWRUV�WR�UHSOLFDWH�XQIXQGHG�ERQG�H[SRVXUHV�WR�
SUR¿W�IURP�FKDQJHV�LQ�LQWHUHVW�UDWHV�

,QWHUHVW�UDWH�VZDSV�ZHUH�RULJLQDOO\�FUHDWHG�WR�DOORZ�PXOWLQD�
WLRQDO�FRPSDQLHV�WR�HYDGH�H[FKDQJH�FRQWUROV��DQG�DUH�W\SLFDOO\�
XVHG�WRGD\�WR�KHGJH�DJDLQVW�RU�VSHFXODWH�RQ�FKDQJHV�LQ�LQWHU�
HVW�UDWHV��,QWHUHVW�UDWH�VZDSV�DUH�DOVR�YHU\�SRSXODU�EHFDXVH�
RI� WKH� DUELWUDJH� RSSRUWXQLWLHV� WKH\� SURYLGH�� EHFDXVH� RI� WKH�
YDU\LQJ� OHYHOV�RI� FUHGLWZRUWKLQHVV�EHWZHHQ�FRPSDQLHV�� WKHUH�
LV�RIWHQ�D�SRVLWLYH�TXDOLW\�VSUHDG�GLIIHUHQWLDO�WKDW�DOORZV�ERWK�
SDUWLHV�WR�EHQH¿W�IURP�WKH�LQWHUHVW�UDWH�VZDS��7KH�XQUHJXODWHG�
GHULYDWLYH�PDUNHW�KDV�EHHQ�VLJKWHG�E\�HFRQRPLVWV�DV�RQH�RI�
WKH�PDMRU�FRQWULEXWLQJ�FDXVHV�RI�WKH�JUHDW�UHFHVVLRQ��7KH�%DQN�
IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�UHSRUWV�WKDW�LQWHUHVW�UDWH�VZDSV�
DUH�WKH�VHFRQG�ODUJHVW�FRPSRQHQW�RI�WKH�JOREDO�27&�GHULYDWLYH�
PDUNHW��LQ�'HFHPEHU�RI������WKH�QDWLRQDO�DPRXQW�RXWVWDQGLQJ�
LQ�27&�LQWHUHVW�UDWH�VZDSV�ZDV������WULOOLRQ��LW¶V�XQUHJXODWHG�

The Eurodollar

(XURGROODUV�DUH�WLPH�GHSRVLWV�RI�8�6��GROODUV�LQ�EDQN�DFFRXQWV�
KHOG�RXWVLGH�WKH�ODZV�RI�WKH�8QLWHG�6WDWHV��RULJLQDOO\�WKH�WHUP�
DSSOLHG�WR�8�6��PRQH\�KHOG�LQ�(XURSH��ZKHUHDV�QRZ�LW�UHIHUV�
WR�DQ\�GROODUV�KHOG�LQ�DQ\�FRXQWU\�RXWVLGH�WKH�8QLWHG�6WDWHV��
(XURGROODU� GHSRVLWV� DUH� D� FKHDSHU� VRXUFH� RI� IXQGV� EHFDXVH�
WKH\�ZHUH�IUHH�RI�UHVHUYH�UHTXLUHPHQWV�DQG�GHSRVLW�LQVXUDQFH�
DVVHVVPHQWV��DQG�WKH\�FDQ�DYRLG�UHJXODWLRQ��(XURGROODU�IXWXUHV�
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DUH�D�ZD\�IRU�FRPSDQLHV�DQG�EDQNV�WR�ORFN�LQ�DQ�LQWHUHVW�UDWH�
WRGD\�� IRU�PRQH\� LW� LQWHQGV� WR�ERUURZ�RU� OHQG� LQ� WKH� IXWXUH��
7KURXJK� WKH�&KLFDJR�0HUFDQWLOH� ([FKDQJH� �&0(�� D� FRQWUDFW�
ZLWK�D�³IDFH�YDOXH´�FDQ�EH�OHYHUDJHG�DQG�WUDGHG�ZLWK�D�PDUJLQ�
EDVHG� RQ� /,%25� UDWHV�� 7KH� /RQGRQ� ,QWHUEDQN� 2IIHUHG� 5DWH�
�/,%25��LV�VHW�E\�WKH�%ULWLVK�%DQNHUV�$VVRFLDWLRQ�

(XURGROODUV�DUH�DOVR�XVHG�LQ�³VZHHSV�́ �%\�ODZ�EDQNV�DUH�QRW�
DOORZHG�WR�SD\� LQWHUHVW�RQ�FRUSRUDWH�FKHFNLQJ�DFFRXQWV��EXW�
ODUJHU�EDQNV�JHW�DURXQG�WKLV�SURYLVLRQ�E\�WUDQVIHUULQJ� IXQGV�
IURP�FRUSRUDWH�FKHFNLQJ�DFFRXQWV� LQWR�RYHUQLJKW� LQYHVWPHQW�
RSWLRQV�WR�HDUQ�LQWHUHVW�RQ�WKRVH�IXQGV��W\SLFDOO\�WUDQVIHUULQJ�
WKRVH�IXQGV�WR�RIIVKRUH�EUDQFKHV�RI�WKH�EDQN�

0RQH\�KHOG�RIIVKRUH�LQ�DFFRXQWV�WKDW�DUH�QRW�WD[HG�DPRXQWHG�
WR�RYHU�������WULOOLRQ��0DQ\�GHIHQVH�FRQWUDFWRUV�DQG�RLO�FRP�
SDQLHV�ZRUNLQJ�RYHUVHDV�FUHDWH�RIIVKRUH�FRPSDQLHV�WR�DYRLG�
SD\LQJ�8QLWHG�6WDWHV�WD[HV��LW¶V�DOVR�KRZ�D�ORW�RI�PHPEHUV�RI�
&RQJUHVV�JHW�SDLG��7KHVH�VKHOWHUV�W\SLFDOO\�RQO\�EHQH¿W�D�IHZ��
WKH� ULFK�� DQG� FKHDW� WKH� SXEOLF� RI� WD[� UHYHQXH�� 7KH� RIIVKRUH�
WD[�KDYHQ�DQG�8�6��WD[�ODZV�UHJDUGLQJ�WKHP�VHUYH�WKH�WRS���
SHUFHQW�DQG�LV�ZK\�PRVW�RI�WKH�PRVW�ZHDOWK\�SD\�OLWWOH�RU�QR�
WD[HV�

Equity Markets

6WRFN�DQG�RWKHU�IRUPV�RI�HTXLW\�LQ�SXEOLF�FRUSRUDWLRQV��DV�ZHOO�
DV� ERQGV� DQG� RWKHU� VHFXULWLHV�� DUH� WUDGHG� LQ� RSHQ�PDUNHWV��
XQGHU� FRPSHWLWLYH� ELGGLQJ�� RSHQ� GLVFORVXUH� DQG� UHJXODWHG�
PDUNHW�FRQGLWLRQV�

6WRFN�H[FKDQJHV�VHUYH�PXOWLSOH�UROHV�LQ�RXU�HFRQRP\��LQFOXG�
LQJ� UDLVLQJ� FDSLWDO� IRU� FRUSRUDWH� H[SDQVLRQ� E\� UDLVLQJ� FDSL�
WDO� WKURXJK� WKH�VHOOLQJ�RI�VKDUHV�RI�VWRFN��PRELOL]LQJ�FDSLWDO�
IRU�LQYHVWPHQW�LQ�LQGXVWU\�WR�VSXU�HFRQRPLF�JURZWK��VKDULQJ�
ZHDOWK�ZLWK�LQYHVWRUV��FRUSRUDWH�JRYHUQDQFH��VXSSRUWLQJ�WKH�
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OLTXLGLW\�RI�JRYHUQPHQW�ERQGV�ZKLFK��LQ�WXUQ��HQDEOHV�WKH�FUH�
DWLRQ� RI�PRUH� FUHGLW�� DQG� VHUYLQJ� DV� DQ� RYHUDOO� LQGLFDWRU� RI�
HFRQRPLF�ZHOO�EHLQJ�

)URP� WKH�:RUOG� )HGHUDWLRQ� RI� ([FKDQJHV�� WKH� ODUJHVW� 6WRFN�
([FKDQJHV�DV�RI�1RYHPEHU������LQFOXGH�

0DMRU�6WRFN�([FKDQJHV

5DQN� (FRQRP\� ([FKDQJH�� 0DUNHW�&DSLWDOL]DWLRQ

�� 8QLWHG�6WDWHV� 1HZ�<RUN� �������%LOOLRQ

�� 8QLWHG�6WDWHV� 1$6'$4� �����

�� -DSDQ� 7RN\R� �����

�� 8.� /RQGRQ� �����

�� +RQJ�.RQJ� +RQJ�.RQJ� �����

�� (XURSH� (XURQH[W� �����

�� &KLQD� 6KDQJKDL� �����

�� &DQDGD� 7RURQWR� �����

�� ,QGLD� %RPED\� �����

��� ,QGLD� 1DWLRQDO� �����

7KH� WRWDO� JOREDO� PDUNHW� FDSLWDOL]DWLRQ�� IURP� DOO� H[FKDQJHV�
LQFOXGLQJ�WKH�VPDOOHU�RQHV�QRW�SRVWHG�KHUH��DPRXQW�WR��������
ELOOLRQ�

Black and Gray Markets

,Q� DGGLWLRQ� WR� WKH� SXEOLF� PDUNHWV� IRU� JRRGV� DQG� VHUYLFHV��
HTXLW\�DQG�GHEW��WKH�ZRUOG�DOVR�KDV�D�WKULYLQJ�EODFN�PDUNHW��
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WKLV�LQFOXGHV�WUDGH�LQ�GUXJ�WUDI¿FNLQJ��DUPV�WUDI¿FNLQJ��SURVWL�
WXWLRQ��DQG�HYHQ�WLSV��0RVW�RI�WKHVH�WUDQVDFWLRQV�DUH�QRW�SXE�
OLVKHG� VWDWLVWLFV� DQG� DUH� XQUHOLDEOH�� 8VLQJ� WKH� %ODFN� 0DUNHW�
3URGXFWV�,QGH[�DW�+DYRVFRSH�IURP�������WKH�%ODFN�0DUNHW�LV�
UHSUHVHQWHG�DV�IROORZV�

0DULMXDQD� �����ELOOLRQ

3URVWLWXWLRQ� �����ELOOLRQ

&RXQWHUIHLWLQJ� �����ELOOLRQ

&RXQWHUIHLW�'UXJV� ����ELOOLRQ

3UHVFULSWLRQ�'UXJV� ����ELOOLRQ

&RFDLQH� ����ELOOLRQ

2SLXP�	�+HURLQ� ����ELOOLRQ

:HE�9LGHR�3LUDF\� ����ELOOLRQ

6RIWZDUH�3LUDF\� ����ELOOLRQ

&LJDUHWWH�6PXJJOLQJ� ����ELOOLRQ

7KLV� EODFN�PDUNHW� LV� ����� ELOOLRQ�� QRW� LQFOXGLQJ� DUPV� VDOHV��
,Q� GHYHORSHG� HFRQRPLHV� OLNH� WKH� 8QLWHG� 6WDWHV�� -DSDQ�� RU�
6ZLW]HUODQG�WKH�VKDGRZ�HFRQRPLHV�UHSUHVHQW�OHVV�WKDQ����SHU�
FHQW�RI�WKH�*'3��XVLQJ�����V�GDWD���ZKHUHDV�RWKHU�(XURSHDQ�
FRXQWULHV�WKH�SHUFHQWDJH�PRYHV� LQWR����SHUFHQW�DQG�KLJKHU��
DQG�LQ�GHYHORSLQJ�FRXQWULHV�WKH�EODFN�PDUNHW�PD\�UHSUHVHQW�
RYHU����SHUFHQW�RI�WKHLU�HFRQRP\�

7KH�JUD\�PDUNHW�W\SLFDOO\�UHIHUV�WR�FRPPRGLWLHV�WKDW�DUH�WUDGHG�
XQGHUJURXQG��XQGHU�WKH�WDEOH�RU�RWKHUZLVH�DYRLG�SD\LQJ�WD[HV�
RU�FRQWULEXWLQJ�WR�6RFLDO�6HFXULW\�RU�0HGLFDUH��7KLV�LV�VRPH�
WLPHV�UHIHUUHG�WR�DV�WKH�³KLGGHQ�HFRQRP\�́ �7KHVH�FRPPRGLWLHV�
W\SLFDOO\� LQFOXGH�DXWRPRELOHV��FHOO�SKRQHV��FRPSXWHU�JDPHV��
'9'V��SKDUPDFHXWLFDOV��SLDQRV��HOHFWURQLFV��EURDGFDVWLQJ��DQG�
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LQWHOOHFWXDO�SURSHUW\��LW�DOVR�LQFOXGHV�WLSV�DQG�SD\LQJ�IRU�ODERU�
XQGHU�WKH�WDEOH�

Food and Agriculture

7KH�8QLWHG�6WDWHV�LV�D�QHW�H[SRUWHU�RI�IRRG��7KH������FHQVXV�
LQGLFDWHG�WKHUH�ZHUH�����PLOOLRQ� IDUPV� LQ� WKH�8QLWHG�6WDWHV��
FRYHULQJ�RYHU�����PLOOLRQ�DFUHV��7KH�OHDGLQJ�DJULFXOWXUDO�SURG�
XFWV� LQFOXGH�� E\� RUGHU�� FRUQ��PLON�� VR\EHDQV�� ZKHDW�� VXJDU�
EHHWV��SRWDWRHV��WRPDWRHV��FDWWOH��RUDQJHV��VRUJKXP��DQG�ULFH��
*OREDOO\�ULFH��FRUQ��DQG�ZKHDW�SURYLGH����SHUFHQW�RI�KXPDQ�
IRRG�VXSSO\��,Q������&KLQD�ZDV�WKH� ODUJHVW�DJULFXOWXUDO�SUR�
GXFHU��IROORZHG�E\�WKH�(XURSHDQ�8QLRQ��,QGLD��DQG�WKH�8QLWHG�
6WDWHV��7KH�8QLWHG�6WDWHV�FRQWUROV�DOPRVW�KDOI�WKH�ZRUOG�JUDLQ�
H[SRUWV��DQG�VLQFH������KDV�LQFUHDVHG�LWV�SURGXFWLRQ�WKURXJK�
DXWRPDWLRQ�����WLPHV�DFFRUGLQJ�WR�WKH�,0)��$FFRUGLQJ�WR�WKH�
&,$� )DFWERRN� ������ ��� SHUFHQW� RI� WKH� ZRUOG¶V� ODERUHUV� DUH�
HPSOR\HG�LQ�DJULFXOWXUH��PDNLQJ�LW�E\�IDU�WKH�PRVW�FRPPRQ�
RFFXSDWLRQ�

7KH� LQGXVWULDO�DJH�JDYH�ELUWK�WR�QHZ�PHWKRGV�RI�DJULFXOWXUH�
WKDW�KDYH�UDGLFDOO\�FKDQJHG�IDUPLQJ��LQQRYDWLRQ�LQ�DJULFXOWXUDO�
PDFKLQHU\� DQG� IDUPLQJ�PHWKRGV�� JHQHWLF� WHFKQRORJ\�� WHFK�
QLTXHV�IRU�DFKLHYLQJ�HFRQRPLHV�RI�VFDOH�LQ�SURGXFWLRQ��WKH�FUH�
DWLRQ�RI�QHZ�PDUNHWV�IRU�FRQVXPSWLRQ��DQG�ZRUOG�WUDGH�KDYH�
JUHDWO\� HQKDQFHG� DJULFXOWXUDO� SURGXFWLRQ� DQG� SUR¿W�� 7ZHQW\�
\HDUV� DJR� D� IDUPHU� FRXOG� KDUYHVW� WZHQW\� EXVKHOV� RI� ZKHDW�
SHU�DFUH��DQG�QRZ�WKH\�FDQ�SURGXFH�����EXVKHOV�DQ�DFUH��7KH�
LGHQWL¿FDWLRQ�RI�QLWURJHQ��SRWDVVLXP��DQG�SKRVSKRUXV��13.��DV�
D�FULWLFDO�IDFWRU�LQ�JURZWK�OHW�WR�WKH�PDQXIDFWXULQJ�RI�V\QWKHWLF�
IHUWLOL]HUV��WKH�GLVFRYHU\�RI�YLWDPLQV��DQG�WKHLU�UROH�LQ�DQLPDO�
QXWULWLRQ��DQWLELRWLFV��DQG�YDFFLQHV�DOVR�OHG�WR�LQFUHDVHG�\LHOGV��
DV�GLG�WKH�UROH�RI�SHVWLFLGHV��1RZ��PRVW�RI�RXU�IRRG�LV�PDQX�
IDFWXUHG��+RZHYHU��VRPH�RI�WKHVH�VDPH�LQQRYDWLRQV�KDYH�DOVR�
OHG� WR� KXPDQ�KHDOWK� ULVNV� DQG�HQYLURQPHQWDO� FRQFHUQV� WKDW�
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RIWHQ�JHW�SXVKHG�DVLGH�EHFDXVH�RI�OREE\LQJ�HIIRUWV�RI�WKH�ODUJ�
HVW�LQGXVWULDO�FRUSRUDWLRQV�ZKR¶V�IRFXV�LV�RQ�SUR¿WV�QRW�KXPDQ�
KHDOWK�FRQFHUQV�

0RUHRYHU��PRVW�RI� WKH� IRRG�SHRSOH�HDW� LQ�:HVWHUQ�FRXQWULHV�
LV� SURFHVVHG�� KLJK� IDW�� KLJK� LQ� FRPSOH[� FDUERK\GUDWHV�� VDOW��
DQG� UH¿QHG� VXJDU�� DQG� LV� QRW� KHDOWK\� IRU� KXPDQ� FRQVXPS�
WLRQ� RYHU� WKH� ORQJ� WHUP��2EHVLW\�� KHDUW� GLVHDVH�� DQG�GLDEH�
WHV�KDYH�DOO�EHHQ�OLQNHG�WR�WKH�QHZ�IRRGV�FUHDWHG�GXULQJ�WKH�
LQGXVWULDO�UHYROXWLRQ��/HVV�OLYH�IRRG��ZLWK�OHVV�QXWULWLRQ�LQ�WKH�
IRRG��KDV�JLYHQ�ULVH�WR�WKH�RUJDQLF�DJULFXOWXUH��2YHU����SHU�
FHQW�RI� WKH�DJULFXOWXUDO� ODQG�GHYHORSHG� LQ� WKH�8QLWHG�6WDWHV�
LV�EHLQJ�XVHG�WR�JURZ�FRUQ�����WR����SHUFHQW�RI�WKH�SURGXFWV�
VROG�LQ�VXSHUPDUNHWV�KDYH�D�FRUQ�RU�VR\EHDQ�EDVH��W\SLFDOO\�
ERWK���7KH�KLJK�VWDUFK�IRRG� LV�PDGH� LQWR�QXPHURXV�E\SURG�
XFWV²PRVWO\�VXJDUV²WKDW�DUH�LQ�DOPRVW�DOO�SURFHVVHG�IRRGV��
VXFK�DV��KLJK� IUXFWRVH� FRUQ� V\UXSV��PROWRGH[WULQ�� GL�JO\FHU�
LGHV�� [DQWKDQJXP�� DVFRUELF� DFLG�� IUXFWRVH�� VRUELWRO�� FDOFLXP�
VWHDUDWH��DQG�VDFFKDULQ��7KHVH�FRUQ�VXJDUV�DUH�ORDGHG�LQ�SURF�
HVVHG� IRRG�� LW¶V� FKHDS�DQG�SHRSOH�KDYH�DGDSWHG� WR�ZDQWLQJ�
ORWV�RI�VXJDU�LQ�WKHLU�GLHW��7KH�PDUNHW�IRU�RUJDQLF�SURGXFWV�KDV�
JURZQ�IURP�QRWKLQJ�LQ������WR�����ELOOLRQ�LQ�������DQG�QRZ�
WKH�RUJDQLF�IDUPLQJ�LQGXVWU\�LV�EHLQJ�WDNHQ�RYHU�E\�LQGXVWULDO�
IDUPLQJ� FRUSRUDWLRQV�ZKR� FRQWURO� WKH�PDUNHW��+DYLQJ� IHZHU�
VPDOO�IDUPV�DQG�ELJJHU�FRQJORPHUDWHV�LV�FKDQJLQJ�WKH�IDFH�RI�
DJULFXOWXUH�WRGD\�

2QO\�D�KDQGIXO�RI�FRUSRUDWLRQV�DUH�FRQWUROOLQJ�RXU�IRRG�V\VWHP�
LQ�WKH�8QLWHG�6WDWHV��LW¶V�DQRWKHU�PRQRSRO\��)RXU�EHHI�SURGXF�
HUV²7\VRQ��*DUJLOO��6ZLIW��DQG�1DWLRQDO�%HHI²FRQWURO����SHU�
FHQW�RI�WKH�PDUNHW�DFFRUGLQJ�WR�WKH�UHFHQW�GRFXPHQWDU\�FDOOHG�
)RRG�,QF��7KH�VDPH�KROGV�WUXH�IRU�SRUN�DQG�RWKHU�OLYHVWRFN�RU�
FURSV�� &KLFNHQV� DUH� QRZ� UDLVHG� DQG� VODXJKWHUHG� LQ� KDOI� WKH�
WLPH��DQG�DUH�QRZ� WZLFH�DV�ELJ��:H� FDQ�SURGXFH�PRUH�DQG��
PRUH�FKHDSO\��EXW�ZH�DUH�DOVR�QRZ�XQGHU�WKH�FRQWURO�RI�DQRWKHU�
PRQRSRO\� DQG�KLVWRULFDOO\� WKLV� KXUWV� VRFLHW\� LQ� WKH� ORQJ� UXQ�
ZLWK�KLJKHU�SULFHV��IHZHU�FKRLFHV��DQG�OHVV�YDOXH��XOWLPDWHO\��
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FRPSHWLWLRQ�LV�GULYHQ�RXW��VHOHFWLRQ�LV�GLPLQLVKHG��DQG�SULFHV�
JR�XS�ZKHQHYHU�\RX�KDYH�D�PRQRSRO\�

7KH�8QLWHG�6WDWHV�JRYHUQPHQW�XVHG�WR�SURWHFW�LWV�FLWL]HQV�ZLWK�
UHJXODWLRQV�� EXW� OREE\LQJ� HIIRUWV� KDYH� ORRVHQHG� UHJXODWLRQV�
DQG�UHVWULFWLRQV��7KLV�FRUSRUDWH�IDYRULWLVP��LQFOXGLQJ�HDUPDUNV�
DQG�VXEVLGLHV��KDV�GULYHQ�PRVW�VPDOO�IDUPHUV�RXW�RI�EXVLQHVV��
GLPLQLVKHG� HPSOR\PHQW�� DQG� XOWLPDWHO\� KXUW� WKH� HFRQRP\��
7KH�IRUPHU�FKLHI�RI�VWDII�DW�WKH�)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ�
�)'$���KDG�SUHYLRXVO\�EHHQ�WKH�OHDGLQJ�OREE\LVW�IRU�WKH�EHHI�
LQGXVWU\��DQG�DQRWKHU�IRUPHU�KHDG�KDG�EHHQ�YLFH�SUHVLGHQW�RI�
WKH�1DWLRQDO�)RRG�3URFHVVRUV�$VVRFLDWLRQ��$FFRUGLQJ�WR�)RRG��
,QF���³,Q������WKH�)'$�FRQGXFWHG�DSSUR[LPDWHO\��������IRRG�
VDIHW\�LQVSHFWLRQV��,Q������WKH�)'$�FRQGXFWHG�������́

2EHVLW\�LV�OLWHUDOO\�D�QDWLRQDO�HSLGHPLF��DQG�QRZ�RQH�LQ�WKUHH�
$PHULFDQV�ERUQ�DIWHU������DUH�H[SHFWHG�WR�FRQWUDFW�WKH�HDUO\�
RQVHW� RI� GLDEHWHV�� DPRQJ�PLQRULWLHV� LW¶V� RQH� LQ� WZR�� 7KLV� LV�
GLUHFWO\�DWWULEXWDEOH�WR�IDVW�IRRG��SURFHVVHG�IRRG��DQG�ODFN�RI�
SURSHU�OLYH�IRRGV�IURP�QDWXUH�DQG�ODFN�RI�H[HUFLVH�

2EHVLW\�LV�DOVR�OLQNHG�WR�KHDUW�GLVHDVH��FDQFHU��RVWHRDUWKULWLV��
DQG�RWKHU�GLVHDVHV��ZKLFK�DUH�DOO�OLQNHG�WR�WKH�QHZ�$PHULFDQ�
LQGXVWULDO�GLHW��3URFHVVHG�IRRGV�DUH�DGGHG�YDOXH�EHFDXVH�WKH\�
WHQG�WR�PDNH�PRUH�PRQH\�WKDQ�MXVW�VHOOLQJ�FRPPRGLWLHV�OLNH�
IUXLWV�DQG�YHJHWDEOHV��WKHUH�DUH�KLJKHU�PDUJLQV�DQG�SUR¿WV�WR�
EH�PDGH��:H�HDW�ZKDW�ZH�DUH�VROG�GHSHQGLQJ�RQ�ZKDW�PDNHV�
WKH�PRVW�SUR¿W��7KH� IRRG� WKDW�ZH�HDW� LV� FUHDWLQJ�D�QDWLRQDO�
KHDOWK� FULVLV�� $FFRUGLQJ� WR� 'U�� -DVRQ� $�� 'HLWFK� DQG� 'U�� %RE�
+RIIPDQ��DXWKRUV�RI�WKH�EHVW�VHOOLQJ�ERRN�'LVFRYHU�:HOOQHVV�

:LWK�RYHU����SHUFHQW�RI�SHUVRQDO�EDQNUXSWFLHV�UHODWHG�WR�
PHGLFDO�GHEW�DQG�FRPSDQLHV�VXFK�DV�6WDUEXFNV�VSHQG�
LQJ�PRUH�PRQH\�RQ�KHDOWK�FDUH�WKDQ�FRIIHH��$PHULFD¶V�
SUHVHQW�KHDOWK�FDUH�FULVLV�LV�PDNLQJ�$PHULFD�VLFN�

7KH� VHHG�PRQRSRO\�� ,I� \RX� FRQWURO� WKH� VHHG� \RX� FRQWURO�
DJULFXOWXUH�� DQG� RYHU� WKH� VSDQ� RI� WZR� GHFDGHV� 0RQVDQWR�
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&RUSRUDWLRQ� KDV� DFFXPXODWHG� DURXQG� ���� NH\� SODQW�UHODWHG�
ELRWHFK�SDWHQWV��%\������0RQVDQWR�KDG�D����SHUFHQW�VKDUH�RI�
DOO� UHVHDUFK�DQG�GHYHORSPHQW� LQ�WKH�ELRWHFK� LQGXVWU\��7KHVH�
QHZ� JHQHWLFDOO\� DOWHUHG� DQG� SDWHQWHG� VHHGV� GR� QRW� UHSUR�
GXFH�� VR�� ZKHUHDV� D� IDUPHU� ZRXOG� QRUPDOO\� UHFRYHU� VHHGV�
IURP�RQH�KDUYHVW�IRU�WKH�QH[W�VHDVRQ¶V�FURSV��QRZ�D�IDUPHU�
PXVW�JR�EDFN�DQG�EX\�PRUH�VHHGV�PDNLQJ�WKHP�GHSHQGHQW�RQ�
0RQVDQWR��0RUHRYHU��WKHVH�JHQHWLFDOO\�DOWHUHG�VHHGV�SURGXFH�
SROOHQ��ZKLFK�LV�LQWURGXFHG�WR�FURSV�QRW�JURZQ�ZLWK�0RQVDQWR¶V�
VHHGV�DQG�WKH\�SLFN�XS�WKH�JHQHWLF�LPSULQWV�RI�WKH�QHZ�VHHG�
VWUDLQV�LQ�D�SURFHVV�FDOOHG�FURVV�SROOLQDWLRQ�

7KXV�� DOO� RXU� IRRG� LV� EHJLQQLQJ� WR� EH� SURGXFHG� IURP� VHHG�
VWUDLQV�FRPLQJ�IURP�0RQVDQWR��VR�WKH\�DUH�OLWHUDOO\�WU\LQJ�WR�
FRQWURO� WKH� ZRUOG¶V� IRRG� UHVRXUFHV� DQG� FODLP� WKHVH� VOLJKWO\�
DOWHUHG�IRRGV�DV�WKHLU�RZQ��,Q������0RQVDQWR¶V�UHYHQXHV�ZHUH�
��������ELOOLRQ��WKH\�GRPLQDWH�WKH�VHHG�LQGXVWU\��DV�ZHOO�DV�
WKH�KHUELFLGHV�DQG�SHVWLFLGHV�LQGXVWULHV�DQG�DUH�FUHDWLQJ�WKH�
ODUJHVW�DJULFXOWXUDO�PRQRSRO\�LQ�WKH�ZRUOG�

7RGD\��WKH�PRVW�SRZHUIXO�DQG�LPSRUWDQW�LQGXVWULHV²EDQNLQJ��
HQHUJ\�� DQG� DJULFXOWXUH²DUH� DOO� GRPLQDWHG� E\� PRQRSROLHV��
HDFK�RI�ZKLFK�VKDUH�FRPPRQ�¿QDQFLDO�LQWHUHVWV��1HYHU�EHIRUH�
KDV�VR�PXFK�SRZHU�EHHQ�LQ�WKH�KDQGV�RI�VR�IHZ�SHRSOH��,Q�WKH�
ZRUGV�RI�+HQU\�.LVVLQJHU�

:KR�FRQWUROV�WKH�IRRG�VXSSO\�FRQWUROV�WKH�SHRSOH��:KR�
FRQWUROV�HQHUJ\�FDQ�FRQWURO�ZKROH�FRQWLQHQWV��:KR�FRQ�
WUROV�PRQH\�FRQWUROV�WKH�ZRUOG�

The Dutch East India Company and Multinational Corporations

7KH�'XWFK�(DVW�,QGLD�&RPSDQ\�RU�8QLWHG�(DVW�,QGLDQ�&RPSDQ\�
�92&�LQ�'XWFK��ZDV�WKH�ZRUOG¶V�¿UVW�PXOWLQDWLRQDO�FRUSRUDWLRQ�
DQG�WKH�¿UVW�WR�LVVXH�VWRFN��LW�DOVR�KDG�D�TXDVL�JRYHUQPHQWDO�
SRZHUV�VXFK�DV�WKH�DELOLW\�WR�ZDJH�ZDU��LPSULVRQ�DQG�H[HFXWH�
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FRQYLFWV��QHJRWLDWH�WUHDWLHV��FRLQ�PRQH\��DQG�HVWDEOLVK�FROR�
QLHV��%HWZHHQ������DQG������WKH�FRPSDQ\�VHQW�DOPRVW�D�PLO�
OLRQ�(XURSHDQV�WR�ZRUN�LQ�WUDGH�ZLWK�$VLD�DQG�RYHU�����PLOOLRQ�
WRQV�ZHUH�WUDGHG�RQ�RYHU�������VKLSV��7KH�FRPSHWLQJ�%ULWLVK�
(DVW�,QGLD�&RPSDQ\�FDUULHG�DERXW�RQH�¿IWK�WKH�FDUJR�RQ�������
VKLSV�� ,Q� WKH�EHJLQQLQJ�SUR¿WV�DYHUDJHG����SHUFHQW�RI� WRWDO�
UHYHQXHV��DQG�ODWHU�GURSSHG�WR����SHUFHQW�ZLWK�WKH�FRPSHWL�
WLRQ�RI�RWKHU�(XURSHDQ�WUDGHUV��2QH�RI�WKH�PDLQ�LPSRUWV�IURP�
$VLD�LQ�WKH�EHJLQQLQJ�ZDV�SHSSHU�

7KH� 3RUWXJXHVH� KDG� FDSWXUHG�PXFK� RI� WKH� VSLFH� WUDGH� DQG�
WKH�'XWFK�EHJDQ� WUDGLQJ�VSLFHV� WR�PHHW�(XURSH¶V� LQFUHDVLQJ�
GHPDQG��7KH�%ULWLVK�(DVW� ,QGLD�&RPSDQ\�PDGH� D� OXFUD�
WLYH�EXVLQHVV�RI�JRLQJ�WR�$IULFD�WR�SXUFKDVH�VODYHV�WKDW�WKH\�
VROG�WR�WKH�8QLWHG�6WDWHV�WR�ZRUN�WKH�FRWWRQ�¿HOGV��7KH�FRWWRQ�
ZDV�WKHQ�H[SRUWHG�WR�*UHDW�%ULWDLQ�WR�PDQXIDFWXUH�LQWR�FORWK��
ZKLFK�ZDV�WKHQ�VROG�WR�,QGLD��ZKLFK�ZDV�SURKLELWHG�IURP�PDQ�
XIDFWXULQJ� FORWK��,QGLD�SDLG� IRU� WKH� FORWK�DQG�RWKHU�:HVWHUQ�
JRRGV�ZLWK�WKH�RSLXP�WKH\�ZHUH�JURZLQJ�IRU�WKH�%ULWLVK�WUDG�
HUV��DQG�WKDW�RSLXP�ZDV�WUDGHG�E\�WKH�%ULWLVK�PRQRSRO\�WR�WKH�
&KLQHVH��ZKR�WKH\�LQWHQWLRQDOO\�JRW�KRRNHG�RQ�WKH�RSLXP��7KLV�
OHG�WR�WKH�2SLXP�:DUV�EHWZHHQ�WKH�%ULWLVK�DQG�WKH�&KLQHVH��
�����������ZKLFK�FUHDWHG�GLVWUXVW�EHWZHHQ�WKH�(DVW�DQG�WKH�
:HVW�WKDW�FRQWLQXHV�WRGD\�

$PHULFD�ORYHV�VXEVWDQFHV��LW�EHJDQ�LWV�LQGXVWU\�JURZLQJ�DQG�
VHOOLQJ�WREDFFR��ZH�DUH�D�PDMRU�SURGXFHU�RI�WKH�ZRUOG¶V�DOFRKRO�
ZKLFK�LV�RQH�RI�WKH�PRVW�FRPPRQ�VXEVWDQFHV�VROG�LQ�WKH�ZRUOG��
DQG�WKH�SKDUPDFHXWLFDO�LQGXVWU\�LV�RQH�RI�WKH�ODUJHVW�DQG�PRVW�
SRZHUIXO�LQGXVWULHV�LQ�WKH�ZRUOG��,Q������JOREDO�VSHQGLQJ�RQ�
SUHVFULSWLRQ�GUXJV�WRSSHG������ELOOLRQ��DQG�WKH�8QLWHG�6WDWHV�
DFFRXQWV� IRU�DOPRVW�KDOI� WKH�JOREDO�SKDUPDFHXWLFDO� LQGXVWU\��
'UXJV� DUH� VWLOO� RQH� RI� WKH�PRVW� SUR¿WDEOH� LQGXVWULHV� LQ� WKH�
ZRUOG�� OHJDO��RU�RWKHUZLVH��DQG�$PHULFD�LV�E\�IDU�WKH�ODUJHVW�
FRQVXPHU�RI�WKHVH�PLQG�DOWHULQJ�VXEVWDQFHV�
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2QH�RI�WKH�ELJJHVW�PXOWLQDWLRQDO��PXOWL�LQGXVWU\��WUDGLQJ�HFRQ�
RPLHV�WRGD\� LQYROYHV�WKH�WUDGH�RI�DUPV�IRU�RLO� LQ� WKH�0LGGOH�
(DVW��DQG�LWV�¿QDQFLQJ�DQG�DLG��7KH�8QLWHG�6WDWHV�VXEVLGL]HV�
WKH�DUPV�LQGXVWU\�E\�W\LQJ�PLOLWDU\�FRQWUDFWV�WR�¿QDQFLDO�DLG�RU�
FRQWUDFWLQJ�ZLWK�$PHULFDQ�FRPSDQLHV��$OO�RLO�SURGXFLQJ�QDWLRQV�
QHHG�ELJJHU�PLOLWDULHV�WR�SURWHFW�WKHLU�QDWLRQV�DVVHWV�DQG�WKLV��
LQ�WXUQ��KHOSV�VXSSRUW�WKH�8QLWHG�6WDWHV�GHIHQVH�LQGXVWU\�

,W�LV�HVWLPDWHG�WKDW�RYHU������WULOOLRQ�GROODUV�D�\HDU�LV�VSHQW�RQ�
WKH� SURFXUHPHQW� RI� DUPV� LQWHUQDWLRQDOO\�� WKDW¶V� ���� SHUFHQW�
RI� WKH�ZRUOG�*'3�� $V� RI� ����� WKH�8QLWHG� 6WDWHV� UHSUHVHQWV�
�����SHUFHQW�RI�WKH�ZRUOG¶V�VSHQGLQJ�� IROORZHG�E\�&KLQD�����
SHUFHQW��)UDQFH�����SHUFHQW��8QLWHG�.LQJGRP�����SHUFHQW�DQG�
5XVVLD� DW� ���� SHUFHQW�� WKH� ODUJHVW� H[SRUWHUV� DUH� WKH�8QLWHG�
6WDWHV�� 5XVVLD�� *HUPDQ\�� )UDQFH�� DQG� 8QLWHG� .LQJGRP�� WKH�
ODUJHVW� LPSRUWHUV� DUH� ,QGLD�� 6LQJDSRUH�� 0DOD\VLD�� *UHHFH��
6RXWK� .RUHD�� 3DNLVWDQ�� $OJHULD�� 8QLWHG� 6WDWHV�� $XVWUDOLD��
7XUNH\��6DXGL�$UDELD��DQG�WKH�8QLWHG�$UDE�(PLUDWHV�

,Q� DGGLWLRQ� WR� JRYHUQPHQWDO� PLOLWDU\� H[SHQGLWXUHV�� PRUH�
VWDWHV�� FRUSRUDWLRQV�� DQG� 1*2V� DUH� XVLQJ�3ULYDWH�0LOLWDU\�
&RPSDQLHV��30&V��WR�UHSODFH�RU�VXSSRUW�PLOLWDU\�RSHUDWLRQV��
LQFOXGLQJ� VHFXULW\�� HVFRUWV�� ULVN� DVVHVVPHQWV� RU� WKUHDW� DQDO�
\VLV�� LQIRUPDWLRQ� VHUYLFHV�� HVSLRQDJH�� DQG� VHFXULW\� WUDLQLQJ��
7KH�&HQWHU�IRU�3XEOLF�,QWHJULW\�UHSRUWHG�WKDW�VLQFH�������WKH�
8�6��'HIHQVH�'HSDUWPHQW�HQWHUHG�LQWR�������FRQWUDFWV�ZRUWK�
RYHU������ELOOLRQ��'XULQJ�WKH������*XOI�:DU�WKH�UDWLR�RI�PLOL�
WDU\�SHUVRQQHO�WR�FRQWUDFWRUV�ZDV�¿IW\�WR�RQH��EXW�GXULQJ�WKH�
,UDT�:DU�WKH�8�6��KLUHG�RYHU���������FRQWUDFWRUV²PRUH�WKDQ�
WKH�WRWDO�$PHULFDQ�PLOLWDU\�SUHVHQFH�GXULQJ�WKH�,UDT�VXUJH�LQ�
�����

,Q� $IJKDQLVWDQ�� WKH� UDWLR� RI� PLOLWDU\� SHUVRQQHO� WR� 30&V� LV�
DOPRVW� RQH� WR� RQH�� WKHUH� DUH� DURXQG� �������� FLYLOLDQ� FRQ�
WUDFWRUV��DQG�DOPRVW�DV�PDQ\�XQLIRUPHG�VROGLHUV�ZRUNLQJ� LQ�
$IJKDQLVWDQ�DQG�WKH�8QLWHG�6WDWHV� LV�SD\LQJ�IRU� LW�DOO��DQG�D�



WORLD BANK GROUP  |  185

ORW� RI� H[�JRYHUQPHQW� RI¿FLDOV�� OREE\LVWV�� DQG� LQYHVWRUV� DUH�
JHWWLQJ�ULFK�

The Largest Corporations

$V�FRUSRUDWLRQV�FRQWLQXH�WR�FRQVROLGDWH��UROOLQJ�XS�LQWR�LQFUHDV�
LQJO\�ODUJHU�FRQJORPHUDWHV�DQG�FURVVLQJ�QDWLRQDO�ERXQGDULHV��
WKHLU�HFRQRPLF�VWUHQJWK�EHJLQV�WR�GRPLQDWH�WKH�LQGXVWULHV�DQG�
PDUNHWV� WKH\� VHUYH�XQWLO� WKH\�DUH�ELJJHU�DQG�VWURQJHU� WKDQ�
PRVW�FRXQWULHV��:LWK�WKDW�VWUHQJWK�WKH\�GRPLQDWH�RWKHU�FRXQ�
WULHV�DQG�WKHLU�HFRQRPLHV�DQG�SROLWLFV�

)RUWXQH�PDJD]LQH� FRPSLOHV�GDWD�RQ� FRUSRUDWH�SHUIRUPDQFH��
DQG� DQ� RYHUYLHZ� RI� WKHVH�PXOWLQDWLRQDOV� VHUYHV� DV� D� VQDS�
VKRW�RI�WKH�ZRUOG�HFRQRP\�DQG�ZKR�UXQV�LW��2I�WKH�WRS�������
LQGXVWULDO�FRUSRUDWLRQV�RI�WKH�ZRUOG�RYHU�����ZHUH�ORFDWHG�LQ�
(XURSH������ZHUH�LQ�WKH�8QLWHG�6WDWHV�DQG����ZHUH�LQ�-DSDQ�

)RUWXQH�*OREDO�������7RS����/LVW�������%\�6DOHV�

5DQN� &RPSDQ\� &RXQWU\� ,QGXVWU\

�� :DOO�0DUW� 8QLWHG�6WDWHV� 5HWDLO

�� 6KHOO�2LO� 1HWKHUODQGV�8.� 2LO

�� ([[RQ�0RELO� 8QLWHG�6WDWHV� 2LO

�� %3�� 8QLWHG�.LQJGRP� 2LO
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�� 7R\RWD� -DSDQ� $XWRPRELOH

�� -DSDQ�3RVW� -DSDQ� +ROGLQJ�&R�

�� 6LQRSHF� &KLQD� 2LO

�� 6WDWH�*ULG� &KLQD� 3RZHU

�� $;$� )UDQFH� ,QVXUDQFH

��� &KLQD�3HWUR� &KLQD� 2LO

$QRWKHU� YDOXDEOH� LQGLFDWRU� RI� LQGXVWULDO� VWUHQJWK� ZLWKLQ� DQ�
HFRQRP\�LV�WR�ORRN�DW�WKH�FDSDFLW\�WR�SURGXFH�DQG�WKH�LQIUD�
VWUXFWXUH�ZLWKLQ�WKH�HFRQRP\��)RUWXQH�DOVR�EUHDNV�GRZQ�WKH�
*OREDO�����ODUJHVW�FRPSDQLHV�E\�WKH�QXPEHU�RI�WKHP�ZLWKLQ�D�
FRXQWU\��,Q������

1XPEHU�RI�*OREDO�����E\�&RXQWU\

5DQN� 1DWLRQ� �&RPSDQLHV

�� 8QLWHG�6WDWHV� ���

�� -DSDQ� ��

�� &KLQD� ��

�� )UDQFH� ��

�� *HUPDQ\� ��

�� 8QLWHG�.LQJGRP� ��

�� 6ZLW]HUODQG� ��

�� 1HWKHUODQGV� ��

�� &DQDGD� ��

��� ,WDO\� ��
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7RS�8QLWHG�6WDWHV�&RUSRUDWLRQV

7KH� )RUWXQH� ���� WRS� LQGXVWULDO� FRUSRUDWLRQV� LQ� WKH� 8QLWHG�
6WDWHV�IRU������DUH�

��� :DO�0DUW�6WRUHV� 5HWDLO

��� ([[RQ�0RELO� 2LO

��� &KHYURQ� 2LO

��� *HQHUDO�(OHFWULF� 0DQXIDFWXULQJ

��� %DQN�RI�$PHULFD� %DQNLQJ

��� &RQRFR�3KLOLSV� 2LO

��� $7	7� &RPPXQLFDWLRQV

��� )RUG�0RWRU� $XWRPRWLYH

��� -�3��0RUJDQ�&KDVH� %DQNLQJ

���� +HZOHWW�3DFNDUG� 0DQXIDFWXULQJ

+RZHYHU��DOO�WKHVH�LQGXVWULHV�GHSHQG�RQ�PRQH\��PRQH\�LV�ZKDW�
GULYHV�LQGXVWU\�DQG�FRPPHUFH��:LWKLQ�D�JHQHUDWLRQ�RU�WZR�DOO�
WKH�ODUJHVW�FRQJORPHUDWHV�ZLOO�VKDUH�LQWHUHVWV�DQG�¿QDQFLQJ��
WKH�ZRUOG� LV�EHFRPLQJ�RQH�JOREDO�FRUSRUDWLRQ�UXQ�E\�PRQH\�
DQG�WKH�SHRSOH�ZKR�FRQWURO�WKH�PRQH\²WKH���SHUFHQW�
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One percent Verses the World

2QH� SHUFHQW� RI� WKH� SHRSOH� LQ� WKLV� ZRUOG� FRQWURO� WKH� HQWLUH�
ZRUOG��DQG�DOO�WKH�UHVW�QHHG�WR�XQGHUVWDQG�WKLV��7KH�JUHDWHVW�
SRZHU�IRU�FKDQJH�LQ�WKH�ZRUOG�DUH�SHRSOH�ZLWK�D�YLVLRQ��:KHQ�
SHRSOH�JDWKHU� WRJHWKHU�XQGHU�D� ULJKWHRXV�FDXVH� OLNH� OLEHUW\��
MXVWLFH��RU�IUHHGRP��WKH\�DFFRPSOLVK�H[WUDRUGLQDU\�WKLQJV��$OO�
WKH�ZDUV��NLOOLQJ��DQG�FRQTXHVW�WKURXJKRXW�ZRUOG�KLVWRU\�ZHUH�
GXH�WR�WKH���SHUFHQW�RI�WKH�ULFKHVW�SHRSOH�LQ�WKH�ZRUOG�VHHNLQJ�
PRUH�ZHDOWK�DQG�SRZHU��+RZHYHU��WKH�JUHDWHVW�DFKLHYHPHQWV�
LQ�FLYLOL]DWLRQ�ZHUH�QRW�DFKLHYHG�E\�WKH�ULFK��EXW�E\�WKH�SHRSOH�
WKHPVHOYHV�ULVLQJ�XS�WR�GHPDQG�FKDQJH��&KULVWLDQLW\�KDV� LWV�
IRXQGDWLRQ�LQ�VXFK�D�PRYHPHQW��DV�GLG�WKH�0DJQD�&DUWD��WKH�
GHYHORSPHQW�RI�UHSUHVHQWDWLYH�JRYHUQPHQW��GHPRFUDF\��IUHH�
PDUNHWV��DQG�IUHH�HQWHUSULVH��ZRUNHUV�ULJKWV��DQG�FLYLO�ULJKWV��
WKHVH� DUH� WKH� UHVXOW� RI� WKH� FRPPRQ�PDQ� ULVLQJ� XS� VHHNLQJ�
MXVWLFH�DQG�SHDFH�

7KH�IRXQGLQJ�IDWKHUV�DQG�¿UVW�$PHULFDQV�IRXJKW�IRU�WKH�ULJKWV�
RI�HYHU\�PDQ��DQG�LW¶V�FOHDUO\�ODLG�RXW�LQ�WKH�$PHULFDQ�%LOO�RI�
5LJKWV�DQG�WKH�&RQVWLWXWLRQ��$PHULFDQ¶V�ZHUH�QRW�JLYHQ�OLEHUW\�
RU�IUHHGRP��WKH\�GHPDQGHG�LW�DQG�ZHUH�ZLOOLQJ�WR�GLH�IRU�LW��
:RPHQ�ZHUH�QRW�JLYHQ�WKH�ULJKW�WR�YRWH��EXW�WKH\�GHPDQGHG�
LW��:KHQ�WKH�ZRPHQ�RI�WKH�VXIIUDJH�PRYHPHQW�SURWHVWHG�DQG�
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PDUFKHG� RQ� :DVKLQJWRQ�� WKH\� ZHUH� EHDWHQ�� KDUDVVHG�� GLV�
FUHGLWHG� LQ� WKH� SUHVV�� DQG� ORRNHG� GRZQ� RQ� E\�PXFK� RI� WKH�
HVWDEOLVKPHQW��7KH\�SHUVHYHUHG�DQG�ZRQ��%ODFN�SHRSOH�ZHUH�
QRW�MXVW�KDQGHG�WKHLU�ULJKWV��WKH\�IRXJKW�IRU�WKHP��EXW�WKH\�
VKRXOGQ¶W�KDYH�KDG�WR��7KH�9LHWQDP�:DU�GUDJJHG�RQ�IRU�\HDUV��
XQWLO� WKH�DQWLZDU�SURWHVWHUV�JRW� WR�SUHVLGHQW�1L[RQ��<HW�� WKH�
&,$�DQG�VRPH�DJHQWV�RI�JRYHUQPHQW�VDZ�WKHVH�YHU\�SHRSOH�DV�
HQHPLHV�RI�WKH�VWDWH��SHRSOH�ZKR�VSRNH�XS�JRW�VKRW��EXW�WKH�
ZDU�HQGHG���DV�LW�VKRXOG�KDYH��7KH�ULJKW�WR�SURWHVW��WR�PDUFK��
DQG�WR�H[SUHVV�JULHYDQFHV�DUH�QRW�RQO\�D�ULJKW�RI�HDFK�FLWL]HQ��
EXW�D�GXW\�DFFRUGLQJ� WR�RXU�RZQ� IRXQGLQJ� IDWKHUV��7KLV�KDV�
VHUYHG�WR�VSDZQ�WKH�ZRUOG¶V�GHPRFUDFLHV�DQG�DOO�WKH�SURJUHV�
VLYH�FKDQJHV�WKDW�KDYH�VHUYHG�PDQNLQG�

'XULQJ�WKH�ODVW�¿IW\�\HDUV��WKH�TXDOLW\�RI�OLIH�IRU�PRVW�SHRSOH�
KDV�EHHQ�GLPLQLVKLQJ�� 7KH� ULFK� DUH�JHWWLQJ� ULFKHU� DQG�PRUH�
SRZHUIXO� WKDQ� HYHU��ZKLOH�PRUH� DQG�PRUH� SHRSOH� DUH� JRLQJ�
GHHSHU� LQWR� GHEW�� DQG� DUHQ¶W� DEOH� WR� DFFXPXODWH�ZHDOWK�� RU�
HQMR\�WUXH�IUHHGRP��7KH�PLGGOH�FODVV�LV�EHLQJ�VTXHH]HG�LQWR�
VHUYLWXGH�WKURXJK�GHEW��DQG�HFRQRPLF�SROLFLHV�WKDW�GRQ¶W�VHUYH�
WKHP�� 7KH� SULPDU\� UHDVRQ� IRU� WKLV� LQMXVWLFH� LV� EHFDXVH� WKH�
DYHUDJH�SHUVRQ�LV�XQLQIRUPHG�DQG�XQDZDUH�RI�KRZ�WKHLU�OLYHV�
DUH�DIIHFWHG�E\�WKHVH�HFRQRPLF�IRUFHV�DQG�WKH�SHRSOH�ZKR�DUH�
LQYLVLEOH�WR�PRVW�RI�XV�

,Q�DQ� UHYLHZ�HVVD\�E\�5REHUW�&��/LHEHUPDQ� LQ� WKH�-DQXDU\�
)HEUXDU\������ LVVXH�RI�)RUHLJQ�$IIDLUV� FDOOHG�³:K\�WKH�5LFK�
$UH�*HWWLQJ�5LFKHU�́ �ZKHUH�KH�UHYLHZV�WKH�ERRN�:LQQHU�7DNH�
$OO�3ROLWLFV��+RZ�:DVKLQJWRQ�0DGH�WKH�5LFK�5LFKHU�E\�-DFRE�6��
+DFNHU�DQG�3DXO�3LHUVRQ��KH�H[SODLQV�

6LQFH� WKH� ODWH� ����V�� D� QXPEHU� RI� LPSRUWDQW� SROLF\�
FKDQJHV�KDYH�WLOWHG�WKH�HFRQRPLF�SOD\LQJ�¿HOG�WRZDUGV�
WKH� ULFK��&RQJUHVV�KDV�FXW� WD[� UDWHV�RQ�KLJK� LQFRPHV�
UHSHDWHGO\�DQG�KDV�UHOD[HG�WKH�WD[�WUHDWPHQW�RI�FDSLWDO�
JDLQV�DQG�RWKHU�LQYHVWPHQW�LQFRPH��UHVXOWLQJ�LQ�ZLQG�
IDOO�SUR¿WV�IRU�WKH�ZHDOWKLHVW�$PHULFDQV�
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$QG�

>&@RUSRUDWH� JRYHUQDQFH� SROLFLHV� KDYH� HQDEOHG� FRUSR�
UDWLRQV� WR� ODYLVK� H[WUDYDJDQW� SD\� RQ� WKHLU� WRS� H[HFX�
WLYHV�UHJDUGOHVV�RI�WKHLU�FRPSDQLHV¶�SHUIRUPDQFH��DQG�
WKH�GHUHJXODWLRQ�RI�¿QDQFLDO�PDUNHWV�KDV�DOORZHG�EDQNV�
DQG� RWKHU� ¿QDQFLDO� LQVWLWXWLRQV� WR� FUHDWH� HYHQ� PRUH�
%\]DQWLQH� ¿QDQFLDO� LQVWUXPHQWV� WKDW� IXUWKHU� HQULFK�
ZHDOWK\�PDQDJHUV�DQG�LQYHVWRUV�ZKLOH�H[SRVLQJ�KRPH�
RZQHUV�DQG�SHQVLRQHUV�WR�UXLQRXV�ULVNV�

$OO� ZH� KDYH� WR� GR� LV� ORRN� DW� WKH� IDFWV�� XQHPSOR\PHQW� LV�
DSSURDFKLQJ� ��� SHUFHQW� LQ� WKH� 8QLWHG� 6WDWHV�� WKH� KLJKHVW�
OHYHO� LQ� RYHU� WKLUW\� \HDUV�� IRUHFORVXUHV� KDYH� IRUFHV�PLOOLRQV�
RI�$PHULFDQV�RXW�RI�WKHLU�KRPHV�DQG�RI¿FHV��DQG�UHDO�LQFRPH�
KDV�IDOOHQ�IDVWHU�DQG�IXUWKHU�WKDQ�DW�DQ\�WLPH�VLQFH�WKH�*UHDW�
'HSUHVVLRQ��<HW�� WKH�ZHDOWKLHVW�$PHULFDQV��DPRQJ�WKHP�WKH�
YHU\� SHRSOH� ZKR� OHG� WKH� VSHFXODWLYH� SUDFWLFHV� WKDW� EURXJKW�
DERXW�WKH�¿QDQFLDO�PHOWGRZQ�DQG�WKRVH�ZKR�ZHUH�VXSSRVHG�
WR�SURWHFW�XV��JRW�ULFKHU��$FFRUGLQJ�WR�-DFRE�+DFNHU�DQG�3DXO�
3LHUVRQ�LQ�:LQQHU�7DNH�$OO�3ROLWLFV��+RZ�:DVKLQJWRQ�0DGH�WKH�
5LFK�5LFKHU��LQ�������WKH�DYHUDJH�LQFRPH�RI�WKH�WRS�¿YH�SHU�
FHQW� RI� HDUQHUV� ZHQW� XS�� ZKLOH� RQ� DYHUDJH� HYHU\RQH� HOVH¶V�
LQFRPH�ZHQW�GRZQ�

,Q� &RQJUHVVPDQ� 5RQ� 3DXO¶V� ERRN� (QG� WKH� )HG�� KH� OXFLGO\�
H[SODLQV�KRZ�WKH�DYHUDJH�SHUVRQ�LV�ORVLQJ�WKURXJK�WKH�FXUUHQW�
HFRQRPLF�SROLFLHV�RI�WKH�)HGHUDO�5HVHUYH�

2QH�RQO\�QHHGV�WR�UHÀHFW�RQ�WKH�GUDPDWLF�GHFOLQH�LQ�WKH�
YDOXH�RI�WKH�GROODU�WKDW�KDV�WDNHQ�SODFH�VLQFH�WKH�)HG�
ZDV�HVWDEOLVKHG� LQ�������7KH�JRRGV�DQG�VHUYLFHV�\RX�
FRXOG�EX\� IRU������� LQ������QRZ�FRVW�QHDUO\���������
$QRWKHU�ZD\�WR�ORRN�DW�WKLV�LV�IURP�WKH�SHUVSHFWLYH�RI�
WKH�SXUFKDVLQJ�SRZHU�RI�WKH�GROODU�LWVHOI��,W�KDV�IDOOHQ�WR�
OHVV�WKDQ�������RI�LWV������YDOXH��:H�PLJKW�VD\�WKDW�WKH�
JRYHUQPHQW�DQG�LWV�EDQNLQJ�FDUWHO�KDYH�WRJHWKHU�VWROHQ�
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������RI� HYHU\�GROODU� DV� WKH\�KDYH�SXUVXHG�D� UHOHQW�
OHVVO\�LQÀDWLRQDU\�SROLF\�

7KH�PRUH�FRPSODFHQW�DQG�LQDFWLYH�RXU�VRFLHW\�EHFRPHV��WKH�
PRUH�ZH�DUH�WDNHQ�DGYDQWDJH�RI��WKH�PRUH�IUHHGRPV�ZH�ORVH��
WKH�IHZHU�MREV�ZH�KDYH��WKH�PRUH�GHEW�ZH�DUH�EXUGHQHG�ZLWK��
WKH�KLJKHU�WD[HV�ZH�SD\��WKH�PRUH�ZDUV�DUH�IRXJKW��DQG�PRUH�
SHRSOH�GLH��/LIH�JHWV�ZRUVH�IRU�DOO�EXW�D�SULYLOHJHG�IHZ��2QO\�
ZKHQ�SHRSOH�UHDOL]H�WKDW�WKH\�KDYH�EHHQ�DVOHHS��ZLOO�WKH\�WUXO\�
DZDNHQ��$V�ZH�FROOHFWLYHO\�DZDNHQ��ZH�FDQ�FUHDWH�WKH�ZRUOG�
DV�ZH�ZRXOG�KDYH�LW²RQH�ZH�HDFK�FDQ�¿QG�SURVSHULW\��KDSSL�
QHVV��DQG�SHDFH��7KH�ZRUOG�KDV�WKH�UHVRXUFHV�IRU�LW��DQG�ZH�
RQO\�QHHG�WKH�YLVLRQ�WR�FUHDWH�LW�

7KH�SHRSOH�LQ�FRQWURO�GRQ¶W�ZDQW�WR�ORVH�FRQWURO��VR�D�YLJLODQW�
ZDWFK�LV�NHSW�WR�HQVXUH�RXU�FRPSOLFLW\��,Q������WKH�G\VWRSLDQ�
QRYHOLVW�*HRUJH�2UZHOO�ZURWH�D�IDPRXV�ERRN�FDOOHG������DERXW�
DQ�ROLJDUFKLF�FRUSRUDWH�JRYHUQPHQW�LQ�SHUSHWXDO�ZDU�UXOHG�E\�
D�VLQJOH�LQWHUHVW²%LJ�%URWKHU�WKDW�LV�FRQVWDQWO\�ZDWFKLQJ�DQG�
FRQWUROOLQJ�HYHU\�KXPDQ�WKRXJKW�DQG�DFWLRQ��,Q�WKLV�¿FWLRQDO�
ZRUOG��SHUYDVLYH�JRYHUQPHQW�VXUYHLOODQFH�DQG�LQFHVVDQW�SXEOLF�
PLQG�FRQWURO�DQG�SURSDJDQGD�HQDEOHV�WKH�VWDWH�WR�FRQWURO�WKH�
PDVVHV��LW¶V�VSRRNLO\�VLPLODU�WR�ZKDW¶V�KDSSHQLQJ�QRZ�

Homeland Security and The Patriot Act

$V� QRWHG� HDUOLHU�� HYHU\� H�PDLO� DQG� DFWLRQ� RQ� WKH� ,QWHUQHW��
HYHU\� FDOO� PDGH�� HYHU\� FRPPXQLFDWLRQ� WKURXJK� HOHFWURQLF�
PHGLXP� LV� EHLQJ� WUDFNHG�E\� WKH�8QLWHG�6WDWHV�JRYHUQPHQW��
$OO�WKH�PRQH\�FRPLQJ�LQWR�RU�RXW�RI�DFFRXQWV�LV�WUDFNHG�E\�WKH�
JRYHUQPHQW��DOO�\RXU�SXUFKDVHV��ZKDW�\RX�OLNH��DQG�ZKHUH�\RX�
JR�DOO� RQ� UHFRUG�HOHFWURQLFDOO\�� <RXU�KHDOWK��KDELWV�� UHODWLRQ�
VKLSV��ZHDOWK��ZRUN��HQWHUWDLQPHQW��IULHQGV��DQG�UHVRXUFHV�DUH�
DOO�DW�WKH�¿QJHUWLSV�RI�D�VHOHFW�IHZ��)DFH�UHFRJQLWLRQ�VRIWZDUH�
LV�EHLQJ�XVHG�LQ�YLGHR�FDPHUDV�LQ�WUDQVSRUWDWLRQ�KXEV��SXEOLF�
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DQG�SULYDWH�VWUXFWXUHV��DQG�IURP�WKH�VN\�ZLWK�VDWHOOLWHV��DQG�
LW�FDQ�QRZ�UHFRJQL]H�D�KXPDQ�IDFH�RQ�WKH�JURXQG�IURP�VSDFH��
*OREDO�SRVLWLRQLQJ�VDWHOOLWHV�QRW�RQO\�KHOS�JXLGH�\RX�WR�SODFHV�
\RX�PLJKW�ZDQW�WR�JR��WKH\�DOVR�NHHS�WUDFN�RI�ZKHUH�\RX�DUH�
JRLQJ�� RU� KDYH� EHHQ��:LWK�PDVVLYH� VXSHUFRPSXWHUV� DOO� WKLV�
LQIRUPDWLRQ�LQWHUDFWV�WR�FUHDWH�FRPSRVLWHV�RI�HYHU\RQH��GLJLW�
DOO\��0RUH�WKDQ�HYHU�LQ�WKH�KLVWRU\�RI�WKH�ZRUOG��ZH�DUH�EHLQJ�
ZDWFKHG�DQG�VWXGLHG��RXU�WKRXJKWV�DUH�PROGHG�DQG�PRVW�RI�
RXU�FKRLFHV�SURJUDPPHG�WKURXJK�HQJLQHHUHG�FRQVHQW��DQG�ZH�
GRQ¶W�HYHQ�UHDOL]H�LW�

7KH�86$�3$75,27�$FW�ZDV�VLJQHG�LQWR�ODZ�LQ�2FWREHU������
E\�SUHVLGHQW�*HRUJH�:��%XVK�WR�GUDPDWLFDOO\�UHGXFH�UHVWULF�
WLRQV� RQ� ODZ� HQIRUFHPHQW� DJHQFLHV¶� DELOLW\� WR� VHDUFK� WHO�
HSKRQH�� H�PDLO��PHGLFDO�� ¿QDQFLDO�� DQG� RWKHU� UHFRUGV�� HDVH�
UHVWULFWLRQV�RQ�IRUHLJQ�LQWHOOLJHQFH�JDWKHULQJ�ZLWKLQ�WKH�8QLWHG�
6WDWHV��H[SDQG�WKH�7UHDVXU\¶V�DXWKRULW\�WR�UHJXODWH�¿QDQFLDO�
WUDQVDFWLRQV�� SDUWLFXODUO\� WKRVH� LQYROYLQJ� IRUHLJQ� LQGLYLGXDOV�
DQG�HQWLWLHV��DQG�EURDGHQHG�WKH�GLVFUHWLRQ�RI�ODZ�HQIRUFHPHQW�
DQG�LPPLJUDWLRQ�DXWKRULWLHV�LQ�GHWDLQLQJ�DQG�PRQLWRULQJ�LPPL�
JUDQWV�VXVSHFWHG�RI�WHUURULVP�UHODWHG�DFWV�

$'9,6(� �� $QDO\VLV�� 'LVVHPLQDWLRQ�� 9LVXDOL]DWLRQ�� ,QVLJKW��
DQG�6HPDQWLF� (QKDQFHPHQW� �� LV� D�SURJUDP�XVHG�ZLWKLQ� WKH�
8�6��'HSDUWPHQW�RI�+RPHODQG�6HFXULW\�WR�GDWD�PLQH�PDVVLYH�
DPRXQWV� RI� GLJLWDO� GDWD� WR� DVVHVV� WKUHDWV�� 7KH� GDWD� FDQ� EH�
IURP�¿QDQFLDO�UHFRUGV��SKRQH�FDOOV��H�PDLOV��EORJ�HQWULHV��:HE�
VLWH�VHDUFKHV��DQG�RWKHU�IRUPV�RI�HOHFWURQLF�WUDQVPLVVLRQ�DQG�
VWRUDJH��2I¿FLDOO\��WKH�SURJUDP�ZDV�VFUDSSHG�RQFH�LW�FDPH�WR�
OLJKW�LQ�WKH�SUHVV��7KH�8�6��JRYHUQPHQW��WKURXJK�'$53$��KDV�
DOVR� FUHDWHG� WKH� ,QIRUPDWLRQ�$ZDUHQHVV�2I¿FH� �,$2�� WR�
GHYHORS�VXUYHLOODQFH�WHFKQRORJ\�WR�WUDFN�WHUURULVWV�� LQFOXGLQJ�
+XPDQ�,GHQWL¿FDWLRQ�DW�D�'LVWDQFH��+XPDQ,'���FDPHUDV�WKDW�
FDQ�LGHQWLI\�\RX�DQG�WUDFN�\RX��(YLGHQFH�([WUDFWLRQ�DQG�/LQN�
'LVFRYHU\��((/'���ZKLFK�FDQ�VHDUFK�DQG�LGHQWLI\�,QWHUQHW�WUDI�
¿F�SDWWHUQV�DQG�NQRZ�ZKR¶V� WDONLQJ� WR�ZKR��*HQLV\V��ZKLFK�
HQDEOHV� WKH� DQDO\VLV� RI� ³XOWUD�ODUJH�� DOO�VRXUFH� LQIRUPDWLRQ�
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UHSRVLWRULHV�́ ��LW�EDVLFDOO\�FURVV�FKHFNV�LQIRUPDWLRQ�DFURVV�PXO�
WLSOH�GDWD�VRXUFHV���6FDODEOH�6RFLDO�1HWZRUN�$QDO\VLV��661$���
ZKLFK� WUDFNV� VRFLDO� QHWZRUNLQJ�� )XWXUHV� 0DUNHWV� $SSOLHG� WR�
3UHGLFWLRQ��)XWXUH0$3��LV�XVHG�WR�SUHGLFW�KXPDQ�EHKDYLRU�LQ�
SRVVLEOH�IXWXUH�HYHQWV��DQG�PDQ\�RWKHUV��7KH�(&+(/21�SUR�
JUDP�LQWHUFHSWV�UDGLR��VDWHOOLWH��PLFURZDYH��FHOOXODU��DQG�¿EHU�
RSWLF�VLJQDOV�WR�FROOHFW�DQG�DQDO\]H�SULYDWH�LQIRUPDWLRQ�SDVVLQJ�
WKURXJK�WKHVH�SXEOLF�PHGLXPV�

$V�D�SDUW�RI�EXLOGLQJ�WKH�'HSDUWPHQW�RI�+RPHODQG�6HFXULW\��
D� ZKROH� QHZ� VHW� RI� VZHHSLQJ� FKDQJHV� KDYH� EHHQ�PDGH� WR�
KRZ�LQWHOOLJHQFH�LV�JDWKHUHG��DQG�KRZ�LQYHVWLJDWLRQV��DUUHVWV��
GHWHQWLRQV�� DQG� SURVHFXWLRQV� DUH� PDGH�� )RU� LQVWDQFH�� WKH�
%DQN�6HFUHF\�$FW��%6$��WKURXJK�VXEWLWOH�%��LQFOXGHV�JUDQW�
LQJ� WKH� %RDUG� RI� *RYHUQRUV� RI� WKH� )HGHUDO� 5HVHUYH� 6\VWHP�
SRZHU�WR�DXWKRUL]H�SHUVRQQHO�WR�DFW�DV�ODZ�HQIRUFHPHQW�RI¿F�
HUV�WR�SURWHFW�WKH�SUHPLVHV��JURXQGV��SURSHUW\��DQG�SHUVRQQHO�
RI�DQ\�8�6��)HGHUDO�5HVHUYH�%DQN�DQG�DOORZLQJ�WKH�ERDUG�WR�
GHOHJDWH�WKLV�DXWKRULW\�WR�8�6��)HGHUDO�5HVHUYH�%DQN��7KH�)HG�
FDQ�QRZ�FRPPDQG�LWV�RZQ�SULYDWH�DUP\�

8QGHU�WKH�%XVK�DGPLQLVWUDWLRQ�WKH�0LOLWDU\�&RPPLVVLRQV�$FW�
RI������DOORZV�WKH�SUHVLGHQW�WR�VXVSHQG�WKH�ZULWV�RI�KDEHDV�
FRUSXV��ZKLFK�LV�WKH�ULJKW�WR�EH�EURXJKW�WR�FRXUW�WR�GHWHUPLQH�
ZKHWKHU�WKH�SULVRQHU�KDG�EHHQ�ODZIXOO\�LPSULVRQHG�RU�VKRXOG�
EH�UHOHDVHG�IURP�FXVWRG\��DQG�LW� LV�JUDQWHG�WR�WKH�$PHULFDQ�
SHRSOH� LQ�$UWLFOH� ,��6HFWLRQ����FODXVH���RI� WKH�8QLWHG�6WDWHV�
FRQVWLWXWLRQ��ZKLFK�VWDWHV�

7KH�3ULYLOHJH�RI�WKH�:ULW�RI�+DEHDV�&RUSXV�VKDOO�QRW�EH�
VXVSHQGHG�� XQOHVV�ZKHQ� LQ� WKH� &DVHV� RI� 5HEHOOLRQ� RU�
,QYDVLRQ�WKH�SXEOLF�6DIHW\�PD\�UHTXLUH�LW�

7KH� 0LOLWDU\� &RPPLVVLRQV� $FW� JUDQWV� WKH� SUHVLGHQW� RI�
WKH� 8QLWHG� 6WDWHV� DOPRVW� XQOLPLWHG� DXWKRULW\� LQ� HVWDEOLVK�
LQJ�DQG�FRQGXFWLQJ�PLOLWDU\�FRPPLVVLRQV�WR�WU\�SHUVRQV�KHOG�
E\�WKH�8QLWHG�6WDWHV�DQG�FRQVLGHUHG�WR�EH�³XQODZIXO�HQHP\�
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FRPEDWDQWV´�LQ�WKH�JOREDO�ZDU�RQ�WHUURULVP��+RZHYHU��WKLV�QHZ�
WHUP�³HQHP\�FRPEDWDQW´�WKDW�GLGQ¶W�H[LVW�EHIRUH��DSSHDUV�WR�
LQFOXGH� DQ\� 8�6�� FLWL]HQ� GHHPHG� WR� EH� D� FRPEDWDQW� E\� WKH�
SUHVLGHQW�DQG�WKLV�FRXOG�LQFOXGH�WKRVH�SURWHVWLQJ�ZDUV�RU�RWKHU�
JRYHUQPHQW�SROLFLHV�

7KH�6XSUHPH�&RXUW�VXPPDUL]HG�WKH�FRQFHUQ�RI�$PHULFDQV�E\�
SRVLQJ�WKH�TXHVWLRQ�LQ�LWV�GHOLEHUDWLRQV�

'RHV�WKH�&RQVWLWXWLRQ�SHUPLW�([HFXWLYH�RI¿FLDOV�WR�GHWDLQ�
DQ�$PHULFDQ� FLWL]HQ� LQGH¿QLWHO\� LQ�PLOLWDU\� FXVWRG\� LQ�
WKH�8QLWHG�6WDWHV��KROG�KLP�HVVHQWLDOO\�LQFRPPXQLFDGR�
DQG�GHQ\�KLP�DFFHVV�WR�FRXQFLO��ZLWK�QR�RSSRUWXQLW\�WR�
TXHVWLRQ�WKH�IDFWXDO�EDVLV�IRU�KLV�GHWHQWLRQ�EHIRUH�DQ\�
LPSDUWLDO�WULEXQDO���

,Q�+DPGL�Y��5XPVIHOG�WKH�YHUGLFW�ZDV�PL[HG�EXW�WKH�6XSUHPH�
&RXUW�UXOHG�WKDW�WKH�8�6��JRYHUQPHQW�KDV�WKH�SRZHU�WR�KROG�
$PHULFDQ� FLWL]HQV� DQG� IRUHLJQ� QDWLRQDOV� ZLWKRXW� FKDUJHV� RU�
WULDO��EXW�WKDW�GHWDLQHHV�FDQ�FKDOOHQJH�WKHLU�WUHDWPHQW�LQ�8�6��
FRXUWV�� 7KH� 6XSUHPH� &RXUW� KDV� DOVR� UHFHQWO\� UHPRYHG� WKH�
UHVWULFWLRQV� RQ� WKH� FDPSDLJQ� FRQWULEXWLRQV� FRUSRUDWLRQV� FDQ�
PDNH�WR�SROLWLFDO�FDQGLGDWHV�RU�SDUWLHV��VR�QRZ�DQ\�FRQJORP�
HUDWH�FDQ�EX\�DV�PDQ\�YRWHV�DV�WKH\�QHHG��SXUFKDVH�DV�PXFK�
DLU�WLPH�RQ�WHOHYLVLRQ�DV�WKH\�QHHG��RU�OREE\�ZLWKRXW�UHVWUDLQW��
WKLV�LV�KRZ�WKH�ZHDOWKLHVW���SHUFHQW�RI�WKH�ZRUOG¶V�SRSXODWLRQ�
FRQWURO�WKH�ZRUOG��7KRVH�ZKR�FRQWURO�WKH�PRQH\�UXOH�WKH�JRY�
HUQPHQW��QRW�WKH�YRWHUV�

Representation

7KH�8QLWHG�6WDWHV�LV�VWLOO�RQH�RI�WKH�RQO\�LQGXVWULDOL]HG�QDWLRQV�
OHIW�XVLQJ�WKH�³HOHFWRUDO�FROOHJH´�YRWLQJ�V\VWHP��WKH�HOHFWRUDO�
FROOHJH�ZDV�QHFHVVDU\�GXULQJ�D�WLPH�ZKHQ�JRLQJ�WKURXJKRXW�
WKH�FRORQLHV�RQ�KRUVH�WR�FROOHFW�DOO�WKH�YRWHV�ZRXOG�EH�LPSUDF�
WLFDO��QRZ�HYHU\�FLWL]HQV�YRWH�FDQ�EH�FRXQWHG�LQ�PLQXWHV��:KDW�
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PRVW� $PHULFDQV� GRQ¶W� UHDOL]H� LV� WKHLU� YRWH� GRHV� QRW� HOHFW� D�
SUHVLGHQW�� VRPHRQH� ZLWKLQ� WKH� WZR� FRQWUROOLQJ� SDUWLHV� LV�
HOHFWHG�WR�YRWH�RQ�\RXU�EHKDOI��EXW�WKHVH�HOHFWRUV�DUH�SROLWL�
FDO�SRVLWLRQV��DQG�HOHFWRUV�IUHTXHQWO\�YRWH�GLIIHUHQW�WKDQ�WKH�
FRQVWLWXHQWV�WKDW�WKH\�DUH�VXSSRVHG�WR�UHSUHVHQW��&DQGLGDWHV�
IRU�HOHFWRU�DUH�QRPLQDWHG�E\�WKHLU�VWDWH�SROLWLFDO�SDUWLHV�LQ�WKH�
PRQWKV� EHIRUH� (OHFWLRQ�'D\��0RVW� FLWL]HQV� GRQ¶W� HYHQ� NQRZ�
ZKR�LV�FKRVHQ�WR�FDVW�WKH�YRWH�RQ�WKHLU�EHKDOI��RU�HYHQ�NQRZ�
LI�WKHLU�HOHFWRU�GLG�YRWH�RQ�WKHLU�EHKDOI��:KDW�\RX�SXQFKHG�LQ�
\RXU�EDOORW� LV�QRW�ZKDW�GHWHUPLQHV�ZKR� LV�SUHVLGHQW�RU�YLFH�
SUHVLGHQW��WKH�HOHFWRUV¶�YRWH�LV�ZKDW�FRXQWV�

7KH�HOHFWLRQV�RI�������������DQG������SURGXFHG�DQ�(OHFWRUDO�
&ROOHJH�ZLQQHU�ZKR�GLG�QRW�UHFHLYH�WKH�SOXUDOLW\�RI�WKH�QDWLRQ�
ZLGH�SRSXODU�YRWH��LQ�RWKHU�ZRUGV��ZKR�PRVW�$PHULFDQV�YRWHG�
IRU�GLG�QRW�EHFRPH�SUHVLGHQW��EXW�� UDWKHU��ZKRHYHU� UHFHLYHV�
WKH�PRVW�(OHFWRUDO�&ROOHJH�YRWHV�ZLQV�� 7KXV��$PHULFDQV�DUH�
GLVHQIUDQFKLVHG�IURP�WKH�HOHFWRUDO�SURFHVV�

'XULQJ�WKH������SUHVLGHQWLDO�HOHFWLRQ�EHWZHHQ�9LFH�3UHVLGHQW�
$O�*RUH�DQG�*HRUJH�:��%XVK��LW�ZDV�GHWHUPLQHG�WKDW�$O�*RUH�
DFWXDOO\� UHFHLYHG� WKH�PRVW� SRSXODU� YRWHV�� EXW� *HRUJH� %XVK�
UHFHLYHG�WKH�PRVW�HOHFWRUDO�FROOHJH�YRWHV��%XVK�ZRQ�WKH�HOHF�
WLRQ��QRWZLWKVWDQGLQJ�WKH�YRWHU�IUDXG�DQG�PLVFRXQW�LVVXHV�WKDW�
ZHUH�QHYHU�IXOO\�UHVROYHG���

Continuity of Government

&RQWLQXLW\�RI�JRYHUQPHQW��&2*��RU�FRQWLQXLW\�RI�RSHUDWLRQV�LV�
WKH�SULQFLSDO�RI�HVWDEOLVKLQJ�SURFHGXUHV�WKDW�DOORZ�D�JRYHUQ�
PHQW�WR�FRQWLQXH�LWV�HVVHQWLDO�RSHUDWLRQV�LQ�FDVH�RI�D�QXFOHDU�
ZDU� RU� RWKHU� FDWDVWURSKLF� HYHQW��0RVW� LQGXVWULDOL]HG�QDWLRQV�
KDYH� VRPH� IRUP� RI� FRQWLQXLW\� RI� JRYHUQPHQW� SURJUDP�� 7KH�
8QLWHG�6WDWHV� KDV� EXQNHUV� ORFDWHG� DW� VWUDWHJLF� ORFDWLRQV� IRU�
NH\�JRYHUQPHQW�DQG�H[HFXWLYH�SHUVRQQHO��WKH�SXEOLFL]HG�RQHV�
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LQFOXGH�5DYHQ�5RFN�0RXQWDLQ��0RXQW�:HDWKHU��&DPS�'DYLG��
WKH�*UHHQEULHU��&KH\HQQH�0RXQWDLQ��6WUDWHJLF�&RPPDQG��DV�
ZHOO�DV�DLUERUQH�FRPPDQG�FHQWHUV��7KH�1DWLRQDO�6HFXULW\�DQG�
+RPHODQG�6HFXULW\�3UHVLGHQWLDO�'LUHFWLYH����JLYHV�SRZHU�WR�WKH�
SUHVLGHQW�WR�H[HFXWH�SURFHGXUHV�IRU�FRQWLQXLW\�RI�JRYHUQPHQW�
LQ�WKH�HYHQW�RI�D�³FDWDVWURSKLF�HPHUJHQF\´�DV�GHWHUPLQHG�E\�
WKH�SUHVLGHQW��7KH�QHZ�SODQ�DOVR�HPSRZHUV�WKH�SUHVLGHQW�WR�
LVVXH�PDUVKDO�ODZ��PLOLWDU\�IRUFH��DJDLQVW�FLWL]HQV�RI�WKH�8QLWHG�
6WDWHV�ZKHQ�GHHPHG�QHFHVVDU\��LQFOXGLQJ�SUHYHQWLQJ�RU�VWRS�
SLQJ�SXEOLF�SHDFHIXO�GHPRQVWUDWLRQV�

,Q� -XO\� ����� 8�6�� 5HSUHVHQWDWLYH� DQG� +RPHODQG� 6HFXULW\�
&RPPLWWHH�PHPEHU�3HWHU�'H)D]LR�PDGH�D�UHTXHVW�WR�H[DPLQH�
WKH�FODVVL¿HG�&RQWLQXLW\�$QQH[HV��ZKLFK�GHVFULEH�WKH�GHWDLOV�
RI�WKH�SODQ��DQG�KH�ZDV�GHQLHG�DFFHVV�WR�WKH�GRFXPHQW�E\�WKH�
:KLWH�+RXVH�RQ� WKH�EDVLV� RI� QDWLRQDO� VHFXULW\�� HYHQ� WKRXJK�
KH�REYLRXVO\�KDV�D� VHFXULW\� FOHDUDQFH�DV� WKH� UHSUHVHQWDWLYH�
IRU�+RPHODQG�6HFXULW\��/DWHU�ERWK�%HUQLH�7KRPSVRQ�ZKR�ZDV�
FKDLUPDQ� RI� WKH� +RPHODQG� 6HFXULW\� &RPPLWWHH� DQG� &KULV�
&DUQH\�ZKR�LV�FKDLUPDQ�RI�WKH�+RPHODQG�6HFXULW\�RYHUVLJKW�
VXEFRPPLWWHH� ZHUH� ERWK� DOVR� GHQLHG� DFFHVV� DIWHU� D� IRUPDO�
ZULWWHQ�UHTXHVW��7KH\�VLPSO\�UHIXVHG�WKH�&RQJUHVV��DV�WKH�&,$�
SHULRGLFDOO\�GRHV��WKHUH¶V�DQRWKHU�OHYHO�RI�JRYHUQPHQW�ZLWKLQ�
RXU�JRYHUQPHQW�

5HDGLQHVV�([HUFLVH�������5H[�����LV�D�FRQWLQJHQF\�SODQ�ZULW�
WHQ�E\�/LHXWHQDQW�&RORQHO�2OLYHU�1RUWK�RI�WKH�1DWLRQDO�6HFXULW\�
&RXQFLO�DQG�:KLWH�+RXVH�$LGH�XQGHU�SUHVLGHQW�5RQDOG�5HDJDQ��
WR�VXVSHQG�WKH�8QLWHG�6WDWHV�&RQVWLWXWLRQ��GHFODUH�PDUWLDO�ODZ��
SODFH�PLOLWDU\�FRPPDQGHUV�LQ�FKDUJH�RI�VWDWH�DQG�ORFDO�JRY�
HUQPHQW��DQG�GHWDLQ�ODUJH�QXPEHUV�RI�$PHULFDQ�FLWL]HQV�ZKR�
ZHUH� GHHPHG� WR� EH� ³QDWLRQDO� VHFXULW\� WKUHDWV´� LQ� WKH� HYHQW�
WKDW�WKH�SUHVLGHQW�GHFODUHG�D�QDWLRQDO�HPHUJHQF\��'XULQJ�WKH�
,UDQ�&RQWUD�+HDULQJV�LQ������&RQJUHVVPDQ�-DFN�%URRNV�DVNHG�
&RORQHO� 1RUWK� DERXW� KLV� FRQWLQXLW\� RI� JRYHUQPHQW� SODQ�� EXW�
ZDV�WROG�E\�FRPPLWWHH�FKDLUPDQ�6HQDWRU�'DQLHO�,QRX\H�WKDW�
LW�FRXOG�QRW�EH�GLVFXVVHG�LQ�RSHQ�VHVVLRQ�DQG�VXJJHVWHG�WKDW�
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DQVZHUV�WR�WKDW�TXHVWLRQ�EH�GLVFXVVHG� LQ�H[HFXWLYH�VHVVLRQV�
WKDW�WKH�SXEOLF�ZRXOG�QRW�EH�SULY\�WR��

2SHUDWLRQ�*DUGHQ�3ORW� LV�D�8�6��$UP\�SODQ� WR� UHVSRQG� WR�
GRPHVWLF� FLYLO� GLVWXUEDQFHV�ZLWKLQ� WKH� 8QLWHG� 6WDWHV�� ZKHUH�
WKH� PLOLWDU\� ZRXOG� EH� XVHG� WR� VXSSUHVV� RU� HOLPLQDWH� SUR�
WHVWV��PDUFKHV�RU�DQ\�FLYLO�GLVREHGLHQFH��,Q�WHVWLPRQ\�JLYHQ�
E\�0DMRU�*HQHUDO�5LFKDUG�&��$OH[DQGHU��H[HFXWLYH�GLUHFWRU�RI�
WKH�1DWLRQDO�*XDUG�$VVRFLDWLRQ�RI� WKH�8QLWHG�6WDWHV��GXULQJ�
D� 6HQDWH� $SSURSULDWLRQV� &RPPLWWHH� +HDULQJ� RQ� +RPHODQG�
'HIHQVH�LQ�$SULO�����������KH�VWDWHG�

2YHUVLJKW�RI�WKHVH�KRPHODQG�VHFXULW\�PLVVLRQV�VKRXOG�
EH� SURYLGHG� E\� WKH� 1DWLRQDO� *XDUG� %XUHDX� EDVHG� RQ�
WKH�ORQJ�VWDQGLQJ�*DUGHQ�3ORW�PRGHO�LQ�ZKLFK�1DWLRQDO�
*XDUG�XQLWV�DUH� WUDLQHG�DQG�HTXLSSHG� WR�VXSSRUW� FLYLO�
DXWKRULWLHV� LQ� FURZG� FRQWURO� DQG� FLYLO� GLVWXUEDQFH�
PLVVLRQV�

7KH�)HGHUDO�%XUHDX�RI�,QYHVWLJDWLRQ��)%,��DOVR�KDV�D�QXPEHU�RI�
SURJUDPV�GHVLJQHG�WR�FRQWURO�WKH�8�6��SXEOLF��WKH�EHVW�NQRZQ�
LV�&2,17(/352��&RXQWHULQWHOOLJHQFH�3URJUDP��ZKRVH�DLP�LV�
VXUYHLOODQFH�� LQ¿OWUDWLQJ��GLVFUHGLWLQJ��DQG�GLVUXSWLQJ�GRPHV�
WLF� SROLWLFDO� RUJDQL]DWLRQV�� &2,17(/352� WDFWLFV� LQFOXGH�� GLV�
FUHGLWLQJ�WDUJHWV�WKURXJK�SV\FKRORJLFDO�ZDUIDUH��SODQWLQJ�IDOVH�
UHSRUWV�LQ�WKH�PHGLD��VPHDULQJ�WKURXJK�IRUJHG�OHWWHUV��KDUDVV�
PHQW��ZURQJIXO�LPSULVRQPHQW��H[WUDOHJDO�YLROHQFH��DQG�DVVDV�
VLQDWLRQ�XQGHU� WKH�DXVSLFHV�RI� ³QDWLRQDO�VHFXULW\�́ �$FFRUGLQJ�
WR� )%,� UHFRUGV�� ��� SHUFHQW� RI� &2,17(/352� UHVRXUFHV� WDU�
JHWHG� ZKDW� WKH\� FRQVLGHUHG� ³VXEYHUVLYH´� JURXSV�� LQFOXGLQJ�
JURXSV�ODEHOHG�FRPPXQLVW�RU�VRFLDOLVW��DV�ZHOO�DV�FLYLO�ULJKWV�
PRYHPHQWV�� 'U�� 0DUWLQ� /XWKHU� .LQJ�� -U��� 6RXWKHUQ� &KULVWLDQ�
/HDGHUVKLS�&RQIHUHQFH��1$$&3��6WXGHQWV�IRU�'HPRFUDF\��WKH�
1DWLRQDO�/DZ\HUV�*XLOG��ZKR�TXHVWLRQHG�WKH� OHJDOLW\�RI�WKHLU�
SURJUDP���DQWLZDU�DGYRFDWHV�RU�GHPRQVWUDWRUV��DQG�ZRPHQ¶V�
ULJKWV�OHDGHUV�
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,Q� ����� WKH� 8QLWHG� 6WDWHV� 6HQDWH� 6HOHFW� &RPPLWWHH� WR�
6WXG\�*RYHUQPHQWDO�2SHUDWLRQV�ZLWK�5HVSHFW�WR�,QWHOOLJHQFH�
$FWLYLWLHV�� FKDLUHG�E\�6HQDWRU�)UDQN�&KXUFK�KHOG�D�VHULHV�RI�
KHDULQJV�WR�GHWHUPLQH�WKH�H[WHQW�RI�8�6��JRYHUQPHQW�LQYROYH�
PHQW�LV�DVVDVVLQDWLRQV�DQG�FRYHUW�RSHUDWLRQV�DJDLQVW�FLWL]HQV�RI�
WKH�8QLWHG�6WDWHV��,Q�WKH�¿QDO�UHSRUW�RI�WKH�6HOHFW�&RPPLWWHH��
PXFK�RI�ZKLFK�KDV�VWLOO�QRW�EHHQ�UHOHDVHG��LW�GHWHUPLQHG�

0DQ\�RI�WKH�WHFKQLTXHV�XVHG�ZRXOG�EH�LQWROHUDEOH�LQ�D�
GHPRFUDWLF�VRFLHW\�HYHQ�LI�DOO�RI�WKH�WDUJHWV�KDG�EHHQ�
LQYROYHG� LQ�YLROHQW�DFWLYLW\��EXW�&2,17(/352�ZHQW� IDU�
EH\RQG� WKDW���WKH� %XUHDX� FRQGXFWHG� D� VRSKLVWLFDWHG�
YLJLODQWH� RSHUDWLRQ� DLPHG� VTXDUHO\� DW� SUHYHQWLQJ� WKH�
H[HUFLVH�RI�)LUVW�$PHQGPHQW�ULJKWV�RI�VSHHFK�DQG�DVVR�
FLDWLRQ��RQ�WKH�WKHRU\�WKDW�SUHYHQWLQJ�WKH�JURZWK�RI�GDQ�
JHURXV�JURXSV�DQG�WKH�SURSDJDWLRQ�RI�GDQJHURXV�LGHDV�
ZRXOG�SURWHFW�WKH�QDWLRQDO�VHFXULW\�DQG�GHWHU�YLROHQFH�

A Government within the Government

7KH�)HGHUDO�5HVHUYH�OLHV�DW�WKH�KHDUW�RI�WKH�JOREDO�HFRQRP\��
DQG�ZLWK�WKH�VXSSRUW�RI�WKH�8QLWHG�6WDWHV�PLOLWDU\�WKH\�GRPL�
QDWH� WKH� ZRUOG� SROLWLFV� DQG� JOREDO� HFRQRPLF� FRQGLWLRQV�� \HW�
WKH\�ZRUN� LQ�VHFUHW� IRU� WKH�ZRUOG¶V���SHUFHQW�PRVW�ZHDOWK\��
7KH\� HVVHQWLDOO\� ZRUN� DV� D� JRYHUQPHQW� ZLWKLQ� WKH� JRYHUQ�
PHQW��DQG�DFW�RXWVLGH�WKH�ODZV�DQG�ZLOO�RI�WKH�$PHULFDQ�SHR�
SOH��$FFRUGLQJ�WR�FRQJUHVVPDQ�5RQ�3DXO�ZKR�KDV�ZRUNHG�RQ�
WKH�+RXVH�%DQNLQJ�&RPPLWWHH�

7KHUH�LV�HVVHQWLDOO\�QR�RYHUVLJKW��QR�DXGLW��DQG�QR�FRQ�
WURO��$QG� WKH�)HG� LV�SURWHFWHG�E\� WKH�)HGHUDO�5HVHUYH�
$FW��7KDW¶V�ZK\� WKH�)HGHUDO�5HVHUYH�FKDLUPDQ�KDV�QR�
REOLJDWLRQ� WR� DQVZHU� TXHVWLRQV� WKDW� UHODWH� WR� )HGHUDO�
2SHQ�0DUNHW�&RPPLWWHH�PHHWLQJV�DQG�DFWLRQV�WDNHQ�LQ�
FROOXVLRQ� ZLWK� RWKHU� FHQWUDO� EDQNV�� 7ULOOLRQV� RI� GROODUV�
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FDQ�EH�FUHDWHG�DQG�LQMHFWHG�LQWR�WKH�HFRQRP\�ZLWK�QR�
REOLJDWLRQ�E\�WKH�)HG�WR�UHYHDO�ZKR�EHQH¿WV��/DZVXLWV�
DQG�IUHHGRP�RI�LQIRUPDWLRQ�GHPDQGV�ZLOO�QRW�VKDNH�WKLV�
LQIRUPDWLRQ�ORRVH�

7KH�FRQFHUQ�IRU�DOO�FLWL]HQV�LV�WKDW�D�VPDOO�HOLWH�RI�EDQNLQJ�DQG�
EXVLQHVV� OHDGHUV� GRPLQDWHV� ZRUOG� JRYHUQDQFH�� ,Q� D� VSHHFK�
PDGH�E\�SUHVLGHQW�-RKQ�)��.HQQHG\�MXVW�EHIRUH�KLV�DVVDVVLQD�
WLRQ�� KH� VSRNH� WR� $PHULFDQ� SHRSOH�ZDUQLQJ� RI� D� FRQVSLUDF\�
ZLWKLQ�WKH�JRYHUQPHQW�DQG�KRZ�WKH\�ZHUH�XVLQJ�WKH�H[FXVH�RI�
QDWLRQDO�VHFXULW\�WR�FHQVRU�DQG�FRQFHDO��VWDWLQJ�

$QG�WKHUH�LV�D�YHU\�JUDYH�GDQJHU��WKDW�DQQRXQFHG�QHHG�
IRU�LQFUHDVHG�VHFXULW\�ZLOO�EH�VHL]HG�XSRQ�E\�WKRVH�DQ[�
LRXV� WR�H[SDQG� LWV�PHDQV� WR� WKH�YHU\� OLPLWV�RI�RI¿FLDO�
FHQVRUVKLS�DQG�FRQFHDOPHQW�WKDW�,�LQWHQG�QRW�WR�SHUPLW�
WR�WKH�H[WHQW�LW�LV�ZLWKLQ�P\�FRQWURO�
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Enlightened Capitalism

7KH�IRXQGLQJ�IDWKHUV�RI�WKH�8QLWHG�6WDWHV�VDZ�WKHPVHOYHV�OLY�
LQJ�LQ�WKH�$JH�RI�(QOLJKWHQPHQW��DQG�WKHLU�LGHDV�ZHUH�HQOLJKW�
HQHG��7KHUH�YLVLRQ�LV�VWLOO�DWWDLQDEOH�DQG�WKH�RSSRUWXQLW\�KDV�
DULVHQ��7KLV�HFRQRP\�FDQ�WXUQ�DURXQG�YHU\�HDVLO\��WKH�ZRUOG�
KDV�WKH�UHVRXUFHV��WHFKQRORJ\��DQG�VNLOO�ZLWKLQ�WKH�ODERU�PDU�
NHW��LW¶V�DOO�D�PDWWHU�RI�ZKR�FRQWUROV�WKH�PRQH\��0RQH\�LV�WKH�
LQVWUXPHQW�RI�SRZHU��,W�FDQ�DQG�LV�XVHG�IRU�JUHDWHU�JRRG��EXW�
LW�FDQ�DOVR�EH��DQG�LV��PDQLSXODWHG�IRU�VHO¿VK�JDLQ�DQG�SUR¿W��
:H�QHHG�WR�EH�ZLVHU��DQG�ZH�QHHG�WR�PDNH�VRPH�FKDQJHV��,�
KDYH�VRPH�VXJJHVWLRQV�

<RX�ZLOO�QHHG�WR�XVH�ODWHUDO�WKLQNLQJ�WR�PRYH�DZD\�IURP�KRZ�
\RX¶YH�EHHQ�FRQGLWLRQHG� WR� WKLQN� LW�KDV� WR�EH�� WR� ORRNLQJ�DW�
RWKHU�SRVVLELOLWLHV�HYHQ�LI�WKH\�VHHP�LPSUDFWLFDO�DW�¿UVW�

Talking Points and Action Steps

�

5HDOL]DWLRQ��:H�QHHG�WR�UHDOL]H�WKDW�ZH�KDYH�EHHQ�DVOHHS�
DQG� WKDW� ZH� QHHG� WR� DZDNHQ�� (DFK� FLWL]HQ� QHHGV� WR� WDNH�
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VRPH�UHVSRQVLELOLW\�IRU�WKH�¿QDQFLDO�VLWXDWLRQ�ZH�DUH�LQ�DQG�
LPSURYH�WKH�VLWXDWLRQ�E\�OHDUQLQJ�PRUH�DERXW�KRZ�WKH�ZRUOG�
UHDOO\�ZRUNV��7KLV�JRHV� IRU� WKH�SHRSOH�RI�HYHU\�QDWLRQ��EXW�
$PHULFDQV�VKDUH�DQ�DGGLWLRQDO�UHVSRQVLELOLW\�DV�WKH�UHPDLQ�
LQJ�VXSHUSRZHU�RI�WKH�ZRUOG�WR�OHDG�WKH�ZRUOG�HFRQRP\��:H�
FDQ�FUHDWH�D�ZRUOG�WKDW�VKDUHV�UHVRXUFHV�DQG�OLYHV�LQ�SHDFH��
RU�FRQWLQXH�WR�DOORZ�WKH�SULYLOHJHG�IHZ�WR�UXOH�WKH�ZRUOG�RXW�
RI�SRZHU�DQG�JUHHG�DQG�NHHS�FLWL]HQV�HQVODYHG�WKURXJK�LJQR�
UDQFH�DQG�GHEW��0RUHRYHU��WKH�IRXQGLQJ�IDWKHUV�RI�WKH�8QLWHG�
6WDWHV�ZDUQHG�XV�RI�WKLV�YHU\�VLWXDWLRQ�ZH�DUH�LQ�QRZ��DQG�
JDYH�XV�D�VROXWLRQ��ZH�KDYH�WR�TXHVWLRQ��UHDVRQ��DQG�UHEHO��
:H�QHHG�WR�ZDNH�XS�DQG�UHDOL]H�ZH¶YH�EHHQ�DVOHHS��ZH�QHHG�
WR�HQOLJKWHQ�

�

4XHVWLRQLQJ�� :H� QHHG� WR� TXHVWLRQ� PRUH�� ,I� KLVWRU\� KDV�
WDXJKW� XV� RQH� WKLQJ�� LW¶V� WKDW� EXVLQHVVPHQ� DQG� SROLWLFLDQV�
OLH��ZH�FDQ¶W�EHOLHYH�HYHU\WKLQJ� WKH\� WHOO�XV��DQG�ZH�QHHG�
WR�DVN�PRUH�TXHVWLRQV�DQG�JR�WR�GLUHFW�GDWD�VRXUFHV�WR�JHW�
DQVZHUV��:H�QHHG� WR�GHPDQG�VWUDLJKW�DQVZHUV� IURP�EXVL�
QHVV�DQG�JRYHUQPHQW�DOLNH��DQG�FRQVLGHU�RWKHU�SHUVSHFWLYHV�
LQ�RUGHU�WR�JDLQ�JUHDWHU�SHUVSHFWLYH��&KRRVLQJ�VLGHV�LVQ¶W�DQ�
DQVZHU�

:H� FDQ¶W� UHO\� RQ� WKH�PHGLD� HLWKHU�� ZH�PXVW� UHFRJQL]H� WKH�
UROH� WKH�PHGLD�SOD\V� LQ�SURSDJDQGD�� OHIW�RU� ULJKW��HVSHFLDOO\�
DSSURDFKLQJ�WKH�SURVSHFW�RI�ZDU��2XU�UHJXODWRUV�DUH�QRW�GRLQJ�
WKHLU�MRE��ZH�KDYH�OREE\LVWV�UXQQLQJ�RXU�JRYHUQPHQW��D�FRQ�
VFLRXVQHVV�RI�FRUUXSWLRQ�LV�WKH�QRUP�DW�WKH�KLJKHVW�OHYHOV�RI�
JRYHUQPHQW�DQG�EXVLQHVV�EXW�RQO\�EHFDXVH�ZH�DOORZ�LW��(DFK�
FLWL]HQ�PXVW�GHYHORS�KLV�RU�KHU�DELOLW\�WR�WKLQN�LQGHSHQGHQWO\��
WR� TXHVWLRQ�ZKDW� KH� RU� VKH� KHDUV�� DQG� WR� QRW� EH� WRR� TXLFN�
WR�IRUP�DQ�RSLQLRQ�RU�WDNH�D�VLGH�ZLWKRXW�VRPH�LQGHSHQGHQW�
UHVHDUFK�DQG�UHÀHFWLRQ��,W�WDNHV�PRUH�HIIRUW�WR�TXHVWLRQ��EXW�
WKLV�LV�H[DFWO\�ZKDW�LV�QHHGHG�
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�

(QG�/REE\LQJ��/REE\LQJ�LV�EULEHU\��:KHQHYHU�\RX�JLYH�PRQH\�
WR�VRPHRQH�KH�RU�VKH�LV�EHKROGLQJ�WR�\RX��DOPRVW�DOO�RXU�UHS�
UHVHQWDWLYHV�UHFHLYH�PLOOLRQV�IURP�FRUSRUDWLRQV�DQG�OREE\LVWV�
LQ�RQH�IRUP�RU�DQRWKHU��DQG�WXUQ�DURXQG�DQG�HDUPDUN�PLOOLRQV�
WR� WKRVH� VDPH� FRUSRUDWLRQV� DQG� VSHFLDO� LQWHUHVWV� WKDW� VXS�
SRUW�WKHP��7KLV�LV�MXVW�ZURQJ��5HSUHVHQWDWLYHV�RI�WKH�SHRSOH�
VKRXOG�QRW�EH�WDNLQJ�PRQH\�IURP�FRUSRUDWLRQV�RU�VSHFLDO�LQWHU�
HVWV��3ROLWLFLDQV�QHHG�PRQH\�IRU�PHGLD�SULPDULO\��7KH�DLUZDYHV�
EHORQJ�WR�WKH�SHRSOH�DQG�TXDOL¿HG�FDQGLGDWHV�VKRXOG�UHFHLYH�
IUHH�DLUWLPH��&DPSDLJQV�VKRXOG�QRW�EH�ERXJKW��ZH¶G�KDYH�EHW�
WHU�OHDGHUV�LI�WKH\�ZHUH�QRW�EHKROGLQJ�WR�WKHLU�¿QDQFLDO�EDFNHUV�
DQG�VSRQVRUV��5LJKW�QRZ�WKH�UR\DOW\�UXOH�WKURXJK�WKH�PRQH\�
WKH\�EULEH�UHSUHVHQWDWLYHV�ZLWK�

&RUSRUDWH�LQWHUHVWV�FHUWDLQO\�QHHG�WR�EH�KHDUG��WRR��DQG�SXE�
OLF�IRUXPV�IRU�MXVW�WKDW�SXUSRVH�VKRXOG�EH�FUHDWHG��:H�ZDQW�
EXVLQHVV�WR�VXFFHHG��OHW¶V�GR�DOO�ZH�FDQ�WR�VXSSRUW�D�SRZHUIXO�
HFRQRP\��/HW¶V�WDON�DERXW�ZKDW�ZH�ZDQW�WR�FUHDWH�DV�D�VRFL�
HW\�WRJHWKHU��,QGXVWULDO�URXQGWDEOHV�EHWZHHQ�LQGXVWULDO�OHDGHUV�
DQG�FRQJUHVV�FRXOG�VSXU�JUHDW�LGHDV�IRU�FRRSHUDWLYH�GHYHORS�
PHQW��UDWKHU�WKDQ�EHKLQG�FORVHG�GRRU�PHHWLQJV�ZKHUH�PRQH\�
LV�H[FKDQJHG�XQGHU�WKH�WDEOH�RU�ZKHQ�RIIVKRUH�DFFRXQWV�DUH�
FUHDWHG�WR�EULEH�JRYHUQPHQW�RI¿FLDOV�

/HW¶V�SD\�RXU�UHSUHVHQWDWLYHV�ZHOO��MXGJH�WKHP�E\�WKHLU�ZRUNV��
DQG�KDYH�IXOO�¿QDQFLDO�GLVFORVXUH�DQG�WUDQVSDUHQF\��7KH�SXEOLF�
PHGLD�LV�RZQHG�E\�VRPH�RI�WKH�PRVW�SRZHUIXO�FRUSRUDWH�LQWHU�
HVWV�� LW¶V� WKH�PRXWKSLHFH� RI� EXVLQHVV��:KRHYHU� VSHQGV� WKH�
PRVW�WHQGV�WR�ZLQ��DQG�WKDW¶V�QRW�WKH�EHVW�ZD\�WR�JHW�JRRG�UHS�
UHVHQWDWLRQ��$W�D�PLQLPXP�ZH�QHHG�WR�UHPRYH�SUHYHQW�IRUPHU�
OREE\LVWV�IURP�VHUYLQJ�LQ�WKH�IHGHUDO�JRYHUQPHQW�RU�PHPEHUV�
RI�JRYHUQPHQW�IURP�OREE\LQJ��DQG�RU�VHUYLQJ�LQ�SRVLWLRQV�ZLWK�
SRWHQWLDO�FRQÀLFWV�RI�LQWHUHVWV��LQFOXGLQJ�WKH�UHYROYLQJ�GRRUV�LQ�
DOO�OHYHOV�RI�JRYHUQPHQW��,W�EUHHGV�FRUUXSWLRQ�DQG�SXWV�VSHFLDO�
LQWHUHVWV�DKHDG�RI�WKH�EHVW�LQWHUHVWV�RI�WKH�SHRSOH�
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�

7KH�&RPPRQ�*RRG��,Q�DOO�RXU�GHFLVLRQ�PDNLQJ�LQ�EXVLQHVV��
SROLWLFV�� DQG�EDQNLQJ��ZH�QHHG� WR� DVN�RXUVHOYHV�RQH�HWKLFDO�
TXHVWLRQ�WR�GLVWLQJXLVK�ULJKW�IURP�ZURQJ��'RHV�LW�VHUYH�D�FRP�
PRQ�JRRG�RU�MXVW�EHQH¿W�D�IHZ"�:KR�WUXO\�EHQH¿WV�DQG�ZKR�
EHDUV�WKH�FRVW"�$�ODFN�RI�HWKLFV�LQ�EXVLQHVV�OLHV�DW�WKH�KHDUW�RI�
WKH�SUREOHP��:H�QHHG�EHWWHU�UROH�PRGHOV�LQ�EXVLQHVV�DQG�JRY�
HUQPHQW��DQG�VWURQJHU�SROLFLQJ�RI�RXU�OHDGHUVKLS��DQG�JUHDWHU�
UHSRUWLQJ� RI� ZKDW¶V� UHDOO\� JRLQJ� RQ�� (YHU\RQH� QHHGV� WR� DVN�
KLP�KHUVHOI� ZKR¶V� LQWHUHVW� DUH� WKH\� VHUYLQJ�� ZKDW� JRRG� DUH�
WKH\�GRLQJ��DQG�ZKDW�WUXVW�DUH�WKH\�EUHDNLQJ��LI�DQ\��7KH�FDVHV�
DQG�SULQFLSDOV�LQ�WKLV�ERRN�VKRXOG�EH�WDXJKW�DV�HWKLFV�LQ�HYHU\�
VFKRRO�RI�EXVLQHVV�DQG�JRYHUQPHQW�

�

(QG�WKH�)HGHUDO�5HVHUYH��'HEW�EDVHG�FXUUHQF\�LV�LQÀDWLRQ�
DU\��DQG�JLYLQJ�FRQWURO�RI�WKH�QDWLRQ¶V�FXUUHQF\�WR�D�EDQNLQJ�
&DUWHO�KDV�SURYHQ�WR�EHQH¿W�WKH�IHZ�ZKR�FRQWURO�WKH�V\VWHP�
DQG�KXUW� WKH� SXEOLF� WD[SD\HUV� DQG� WKH� HFRQRP\� LQ� JHQHUDO��
0RQH\� LV� SRZHU�� DQG� SXWWLQJ� WKH� SRZHU� RI� WKH� FRXQWU\� DQG�
WKH�ZRUOG�LQ�WKH�KDQGV�RI�D�IHZ�ZKR�PDNH�GHFLVLRQV�DQG�WDNH�
DFWLRQV�LQ�VHFUHW��DQG�GRQ¶W�GLVFORVH�DFFRXQWV�RU�FRQVXOW�ZLWK�
WKRVH�ZKRVH� OLYHV�DUH�DIIHFWHG� LV� IRROLVK��7KH�DFWLRQV�RI� WKH�
)HGHUDO� 5HVHUYH� DIIHFW� WKH� OLYHV� RI� HYHU\� SHUVRQ�PRUH� WKDQ�
PRVW� DFWLRQV� RI� WKH� SUHVLGHQW� RU� FRQJUHVV�� DQG� KLVWRU\� KDV�
FOHDUO\�VKRZQ�KRZ�WKH�)HG�GRHV�QRW�ZRUN�IRU�WKH�SXEOLF�JRRG�

&DXVLQJ�GHEW� WR�FUHDWH�FXUUHQF\� LV� IRROLVK��DQG� WKH�XOWLPDWH�
FDXVH�RI�FRQWLQXHG�HFRQRPLF�GXUHVV��$OO�¿QDQFLDO�WUDQVDFWLRQV�
QHHG�WR�EH�RSHQ�WR�WKH�SXEOLF�DQG�VXEMHFW�WR�SXEOLF�VFUXWLQ\�

:H�QHHG�D�JURXS�RI�¿QDQFLDO�OHDGHUV�WKDW�DUH�QHLWKHU�SROLWLFDOO\�
RU�¿QDQFLDOO\�PRWLYDWHG�WR�PDQDJH�WKH�FXUUHQF\��VR� LW�EHQH¿WV�
WKH�ZKROH�RI�WKH�HFRQRP\�QRW�MXVW�D�VHOHFW�IHZ��DQG�D�FOHDU�VHW�
RI�JXLGHOLQHV�DQG�DFWLRQ�VWHSV�ODLG�RXW�LQ�DGYDQFH�WR�NQRZ�DKHDG�
RI�WLPH�LI�WKH�HFRQRP\�PRYHV�RII�FRXUVH�ZKDW�WR�GR��:H�QHHG�WR�
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EUHDN�WKH�EDQNLQJ�PRQRSRO\��DQG�WKH�LQÀXHQFH�LW�KDV�RYHU�RXU�
JRYHUQPHQW�DQG�HFRQRP\��)LUVW�ZH�QHHG�WR�DXGLW�WKH�)HG��VR�ZH�
FDQ�OHDUQ�PRUH�DERXW�WKH�FDXVH�HIIHFW�UHODWLRQVKLSV�IURP�LWV�SROL�
FLHV��DQG�WKHQ�SKDVH�LW�RXW�JLYLQJ�WKH�SRZHU�RI�WKH�FXUUHQF\�WR�WKH�
8�6��7UHDVXU\��ZLWK�D�LQGHSHQGHQW�ERDUG�DQG�FRPSOHWH�WUDQVSDU�
HQF\�IRU�WKH�SXEOLF�LQ�DOO�WUDQVDFWLRQV��6HFUHF\�LV�DW�WKH�KHDUW�RI�
WKH�SUREOHP��DQG�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�LV�WKH�VROXWLRQ�

�

$Q�+RQHVW�%XFN��7KH�8QLWHG�6WDWHV�7UHDVXU\�VKRXOG�LVVXH�LWV�
RZQ�FXUUHQF\�DJDLQ�EDVHG�RQ�WKH�DVVHWV�RI�WKH�QDWLRQ�UDWKHU�
WKDQ� LWV� OLDELOLWLHV�� %\� FUHDWLQJ� RXU� RZQ� FXUUHQF\�ZH� GR� QRW�
QHHG�WR�LQFXU�GHEW��DV�QR�ERQGV�RU�ELOOV�QHHG�WR�EH�FUHDWHG��
WKXV�QR�LQWHUHVW�QHHGV�WR�EH�SDLG�RQ�GHEW��7KHUHIRUH��WKH�WD[�
SD\HU�GRHV�QRW�EHDU�D�JLDQW�WD[�EXUGHQ�WR�SD\�RII�WKH�JRYHUQ�
PHQW�GHEW��DQG�RXU�FXUUHQF\�ZLOO�LQÀDWH�OHVV�LI�ZH�GRQ¶W�KDYH�
WR� SD\� LQWHUHVW� RQ� LW�� 7KLV�ZLOO� IXUWKHU� ORZHU� RXU� WD[HV�� 7KH�
FDYHDW�LV�WR�FLUFXODWH�WKH�SURSHU�DPRXQWV�RI�FXUUHQF\��VR�ZH�
GRQ¶W�LQÀDWH�LW�DV�ZH�KDYH�LQ�WKH�SDVW�

6LPSO\�UHSODFLQJ�D�GHEW�EDVHG�FXUUHQF\�ZLWK�DQ�DVVHW�EDVHG�
FXUUHQF\� �EDVHG�RQ� WKH� DVVHWV� RI� WKH�QDWLRQ� LQFOXGLQJ�JROG��
VLOYHU��RLO��DQG�RWKHU�QDWXUDO�UHVRXUFHV��ZLOO�ORZHU�RXU�QDWLRQDO�
GHEW��ZKLFK�ZLOO�LQ�WXUQ�VWUHQJWKHQ�RXU�FXUUHQF\�DQG�RXU�HFRQ�
RP\�� 7KDW� ZLOO� LQ� WXUQ� VWUHQJWKHQ� WKH� ZRUOG� HFRQRP\�� 2XU�
QDWLRQ�KDV�GRQH� WKLV�EHIRUH�ZLWK�JUHDW�VXFFHVV��EXW�ZKDW� LV�
QHHGHG�LV�DQ�LPSDUWLDO�PHDQV�WR�UHJXODWH�WKH�PRQH\�VXSSO\��
7KRVH�LQ�FRQWURO�RI�WKH�PRQH\�VXSSO\�FDQQRW�EH�PRWLYDWHG�E\�
ZHDOWK��SRZHU��RU�SROLWLFV�EHFDXVH�WKDW�KDV�KXUW�XV�LQ�WKH�SDVW��
:H�VKRXOG�VWDUW�JUDGXDOO\�UHSODFLQJ�WKH�ROG�GHEW�EDVHG�PRQH\�
DOUHDG\�LQ�FLUFXODWLRQ�ZLWK�WKH�QHZ�KRQHVW�EXFNV��VR�ZH�GRQ¶W�
FUHDWH�WRR�PXFK�PRQH\�DW�RQH�WLPH�DQG�LQÀDWH�WKH�FXUUHQF\�
HYHQ�PRUH��:H�QHHG�WR�PDQDJH�WKH�JURZWK�RI�RXU�FXUUHQF\�
DQG�HFRQRP\�E\�FRQWUROOLQJ�WKH�PRQH\�VXSSO\��HOLPLQDWLQJ�WKH�
GHEW�� DQG� DGGLQJ� HQRXJK� QHZ�PRQH\� IRU� EXVLQHVV� WR� JURZ�
ZLWKRXW�LQÀDWLQJ�LW��:H�QHHG�VWHDG\�FRQVLVWHQW�SDFHG�JURZWK�
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�

0DQDJHG�*URZWK��7KH���SHUFHQW�5XOH��(YHU\�KRXVHKROG��
EXVLQHVV��DQG�LQVWLWXWLRQ�VKRXOG�KDYH�D�SODQ�WR�PDQDJH�WKHLU�
¿QDQFHV�DQG�SODQ�WKHLU�IXWXUH��DQG�RXU�QDWLRQ�VKRXOG�GR�WKH�
VDPH��)RU�D�QDWLRQ���SHUFHQW�DQQXDO�JURZWK� LV� ORZ��DQG����
SHUFHQW�LV�KLJK��D�QRPLQDO���SHUFHQW�DQQXDO�JURZWK�UDWH�FRXOG�
VHUYH� DV� D� EDVHOLQH� IRU� JURZWK� DQG� D� JRDO� WR� WUDQVLW� RXW� RI�
RXU�GHSUHVVLRQ�DQG�EDFN�LQWR�SURVSHULW\�DJDLQ��,I�RXU�QDWLRQ�
LV�JURZLQJ�DW�D���SHUFHQW�DQQXDOO\��WKDW¶V�D�VLJQ�RI�D�VWURQJ�
HFRQRP\�

7KRVH�DUHDV�QRW�JURZLQJ�QHHG�VWLPXODWLRQ��DQG�WKRVH�H[SHUL�
HQFLQJ�D�SDFH�RI�JURZWK�H[FHHGLQJ�GRXEOH�GLJLWV�WHQG�WR�JHW�
LQÀDWHG�� ,I� OHQGHUV�ZDWFKHG� ODQG�YDOXHV��KRPH�SULFHV��VWRFN�
DQG� FRPPRGLW\� SULFHV�� DQG� RWKHU� LQGLFDWLRQV� RI� YDOXH�� DQG�
PDQDJHG�WKH�PRQH\�LQ�FLUFXODWLRQ�VR�FKHDS�PRQH\�QR�ORQJHU�
LQÀDWHG�YDOXHV��ZH�ZRXOG�QRW�H[SHULHQFH�WKH�UDGLFDO�ERRP�DQG�
EXVW�\HDUV�WKDW�KDYH�UHSHDWHGO\�KXUW�WKH�VWDQGDUG�RI�OLYLQJ�RI�
WKH�DYHUDJH�FLWL]HQ��%HJLQ�ZLWK�WKH���SHUFHQW�UXOH�RI�WKXPE��
0RUH�VSHFXODWLYH�LQYHVWPHQWV�DUH�VWLOO�DYDLODEOH�IRU�WKRVH�ZLWK�
VXUSOXV�FDSLWDO�ZKR�FDQ�DIIRUG�WKH�ORVV��QRW�IRU�FLWL]HQV��RU�FRQ�
VXPHUV��RU�WKH�HFRQRP\�

�

$VVHW�%DVHG� /HQGLQJ�� 7KH� 8QLWHG� 6WDWHV� 7UHDVXU\� PDNHV�
FDSLWDO� DYDLODEOH� WKURXJK� WKH� H[LVWLQJ� EDQNLQJ� V\VWHP�XVLQJ�
8�6�� EXFNV�ZLWKRXW� LQWHUHVW�� 7KH� EDQNV� VWLOO�PDNH� D� IHH� IRU�
WKHLU� VHUYLFHV�� HQRXJK� IRU� WKHP� WR�SUR¿W�� EXW� WKH� ORDQV�DUH�
RI�SULQFLSDO�RQO\��$V�SULQFLSDO�LV�SDLG�EDFN�WR�WKH�EDQNV��WKDW�
PRQH\�FDQ�EH�OHQW�RXW�DJDLQ�ZKHQ�QHHGHG��NHHSLQJ�D�PRUH�
FRQVLVWHQW�VXSSO\�DQG�ÀRZ�RI�WKH�FXUUHQF\��UDWKHU�WKDQ�XVLQJ�
IUDFWLRQDO�UHVHUYH�EDQNLQJ��ZKLFK�LQÀDWHV�FXUUHQF\��,Q�WKH�FDVH�
RI�D�PRUWJDJH��WKH�GRZQ�SD\PHQW�VWLOO�VHUYHV�DV�WKH�HDUQHVW�
PRQH\�WKDW�SD\V�WKH�FORVLQJ�FRVWV�� LQFOXGLQJ�EDQN�IHHV��DQG�
WKH�DPRXQW�ERUURZHG�LV�SDLG�EDFN�LQ�HTXDO�LQVWDOOPHQWV�RYHU�
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WKH�FRXUVH�RI�WKH�ORDQ��%XW�QRZ��LQVWHDG�RI�DOO�WKH�LQWHUHVW�WKDW�
LV� W\SLFDOO\�SDLG�XS� IURQW� IRU� WKH�¿UVW� WHQ�\HDUV�RI� WKH� ORDQ��
WKH�ERUURZHU�LV�JURZLQJ�HTXLW\�ZLWK�HDFK�SD\PHQW��KH�RU�VKH�
LV�FUHDWLQJ�UHDO�YDOXH��IRU�UHDO�ODERU��,W¶V�UHDO�PRQH\�ZLWK�UHDO�
YDOXH�

0RUHRYHU�� VLQFH� WKHUH� LV� QR� LQWHUHVW� RQ� WKH� ORDQ�� WKH�PRQWKO\�
SD\PHQWV�DUH�PXFK�ORZHU��ZKLFK�PDNHV�RZQLQJ�SURSHUW\�PRUH�
DIIRUGDEOH��0RUH�DIIRUGDEOH�SURSHUW\�DQG�DYDLODEOH�FUHGLW�IRU�ORDQV�
ZLOO�VSXU�KRPH�EX\LQJ�DQG�EXLOGLQJ�DJDLQ��/HQGHUV�ZRXOG�QHHG�
WR�DGKHUH�WR�WKH���SHUFHQW�JURZWK�UXOH�VR�KRPH�SULFHV�GR�QRW�
EHFRPH�LQÀDWHG�DJDLQ��:H�HOLPLQDWH�IUDFWLRQDO�UHVHUYH�OHQGLQJ��
ZH�VLPSO\�RQO\�LQYHVW�ZKHUH�LW�PDNHV�JRRG�HFRQRPLF�VHQVH��DQG�
ZKHQ�FUHDWLQJ�LW�GRHV�QRW�LQÀDWH�WKH�FXUUHQF\��$V�WKHUH�LV�QR�GHEW�
FUHDWHG�LQ�DQ�DVVHW�EDVHG�FXUUHQF\��WKH�LQÀDWLRQ�LV�PXFK�ORZHU��
7KH�FDSLWDO�FUHDWHG�E\�WKH�7UHDVXU\��LQ�FLUFXODWLRQ�LQ�WKH�HFRQRP\��
EHFRPHV�DQ�DVVHW�WR�WKH�QDWLRQDO�EDODQFH�VKHHW��,W¶V�FUHDWLQJ�UHDO�
YDOXH�LQ�WKH�HFRQRP\��DQG�WR�WKH�SHRSOH��QRW�MXVW�PDNLQJ�SUR¿W�
IRU�WKH�IHZ��+RZ�PXFK�PRQH\�LV�FUHDWHG�DQG�ZKHUH�LW�JRHV��QHHGV�
WR�EH�JXLGHG�E\�WKRVH�QRW�LQÀXHQFHG�E\�SROLWLFDO�RU�¿QDQFLDO�HQGV��
DQG�HYHU\�PRYH�ZRXOG�KDYH�WR�EH�WUDQVSDUHQW�DQG�WHVWHG�

�

(GXFDWLRQ� ,QYHVWPHQW�� ,� DJUHH� ZLWK� SUHVLGHQW� %DUDN�
2EDPD¶V�VXJJHVWLRQ�LQ�KLV������6WDWH�RI�WKH�8QLRQ�$GGUHVV�WR�
LQYHVW�LQ�WKH�HGXFDWLRQ�RI�WKH�QDWLRQ��RXU�FRPSHWLWLYH�HGJH�LQ�
WKH�ZRUOG�HFRQRP\�LV�RXU�HGXFDWLRQ�DQG�VNLOOHG�ODERU�PDUNHW��
,�VXJJHVW�ZH�VKRXOG�LQFHQWLYL]H�RXU�EHVW�VWXGHQWV�ZLWK�D�IUHH�
KLJKHU�HGXFDWLRQ��VD\�WR�WKH�WRS����SHUFHQW��DQG�RIIHU�DOO�KLJK�
VFKRRO�JUDGXDWHV�WKDW�FDQ�JHW�LQWR�FROOHJH�ORDQV�ZLWK�QR�LQWHU�
HVW²KRQHVW�EXFNV��7KLV�PRQH\�EHLQJ�FUHDWHG�EHFRPHV�ERWK�
DQ�LQYHVWPHQW�LQ�RXU�IXWXUH��DQG�ZRXOG�FUHDWH�D�WUXH�DVVHW�WR�
WKH�QDWLRQ��(FRQRPLFDOO\�ZH�FDQ¶W�FRPSHWH�ZLWK�FKHDS�ODERU�
LQ�ZRUOG�PDUNHWV��ZH�QHHG�SHRSOH�ZKR�FDQ�FUHDWH�QHZ�LGHDV��
QHZ�SURGXFWV�DQG�VHUYLFHV��QHZ�LQGXVWULHV��DQG�DGG�YDOXH�WR�
WKH�HFRQRP\�WKURXJK�WKHLU�OHDUQHG�VNLOOV�
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,QQRYDWLRQ� DQG� DQ� HQWUHSUHQHXULDO� VSLULW� DUH� RXU� QDWLRQ¶V�
JUHDWHVW� VWUHQJWKV�� ZH� KDYH� WKH� EHVW� XQLYHUVLWLHV� LQ� WKH�
ZRUOG��ZH�KDYH� FDSLWDO�PDUNHWV� DQG� D� ¿QDQFLDO� LQIUDVWUXF�
WXUH� WR� WDNH� JRRG� LGHDV� DQG� SURGXFWV� WR� PDUNHW� IDVW� DQG�
HI¿FLHQWO\�� ZH� MXVW� QHHG� WKH� HWKLFDO� OHDGHUVKLS� WR� WDNH� XV�
WKHUH�DQG�IRU�WKDW�ZH�PXVW�LQYHVW�LQ�RXU�\RXWK��+LVWRU\�KDV�
WDXJKW�XV�WKDW�HGXFDWLRQ�EHQH¿WV�HYHU\RQH��$V�PRQH\�ERU�
URZHG� IRU� VWXGHQW� ORDQV� LV�SDLG�RII� RQ�SULQFLSDO� RQO\� ORDQV�
PDGH�ZLWK�KRQHVW�EXFNV��WKDW�PRQH\�EHFRPHV�DYDLODEOH�IRU�
QHZ�ORDQV��UHSOHQLVKLQJ�WKH�PRQH\�VXSSO\�UDWKHU�WKDQ�MXVW�
FUHDWLQJ�PRUH�PRQH\�

��

$PHULFD��,QF��/HW¶V�PDNH�WKH�EHVW�SURGXFWV�LQ�WKH�ZRUOG���LQ�
'HWURLW��:H�KDYH�XS�DQG�FRPLQJ�LQGXVWULHV�LQ�ZLQG�WXUELQH�DQG�
VRODU�HQHUJ\��QHZ�EXLOGLQJ�PDWHULDOV��HOHFWULF�FDUV��EDWWHULHV��
HWF��:KDW�FRXOG�RXU� LQGXVWULHV�XVH� WR�EHFRPH�ZRUOG� OHDGHUV�
DJDLQ"�1RWKLQJ�LV�PRUH�FULWLFDO�WR�WKH�KHDOWK�RI�RXU�HFRQRP\�
WKDQ�HPSOR\PHQW��VR�ZH�VKRXOG�LQYHVW��DV�D�FRXQWU\��LQ�GHYHO�
RSLQJ�WKRVH�LQGXVWULHV�ZKHUH�ZH�FDQ�HPSOR\�ODERUHUV�DW�IDLU�
ZDJHV�DQG�PDNH�SURGXFWV�FRPSHWLWLYHO\�WKDW�FDQ�FRPSHWH�LQ�
ZRUOG�PDUNHWV�

1RZ�� PDQ\� FRUSRUDWLRQV� ZLOO� EH� DEOH� WR� ¿QG� FKHDSHU� ODERU�
RYHUVHDV��DQG�VR�LW�LV�PRUH�SUR¿WDEOH�WR�PDQXIDFWXUH�DEURDG��
EXW�LI�ZH�RIIHUHG�D�WD[�LQFHQWLYH�WR�LQGXVWU\�WR�KLUH�$PHULFDQ�
ODERU�ZH�ZRXOG� LQYLJRUDWH�RXU�HFRQRP\�E\�HPSOR\LQJ�PRUH�
SHRSOH�� ZKR�ZRXOG�� LQ� WXUQ�� LQFUHDVH� RXU� WD[� EDVH�� 6R� WKLV�
LQYHVWPHQW�LQ�$PHULFD�ZRXOG�XOWLPDWHO\�LQFUHDVH�ERWK�RXU�*'3�
DQG�WD[�UHYHQXHV��([DPSOH��,QFHQWLYL]H�WKH�DLOLQJ�DXWR�LQGXV�
WU\�WR�EXLOG�DOO�HOHFWULF�FDUV� LQ�'HWURLW��DQG�LQ�RWKHU�VOXPSHG�
LQGXVWULDO�FLWLHV��DQG�KLUH�WKH�ORFDO�ODERU�IRUFH�DQG�WKRVH�FRU�
SRUDWH�SUR¿WV�ZLOO�QRW�EH�WD[HG�IRU�WHQ�\HDUV��6LPSO\�SXW�� LW�
PDNHV�EHWWHU�VHQVH�WR�HPSOR\�SHRSOH�WR�ZRUN�UDWKHU�WKDQ�WR�
SD\�RXW�XQHPSOR\PHQW�EHQH¿WV�
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��

3URWHFWLRQ�8QGHU�WKH�/DZ��&RUSRUDWLRQV�DUH�JHWWLQJ�VR�ODUJH�
WKH\�RIWHQ�KDYH�VWDIIV�RI�KXQGUHGV�RI�DWWRUQH\V��SOXV�RXWVLGH�
FRXQFLO��DQG�FDQ�DWWDFN�D�ZHDNHU�FRPSHWLWRU��FXVWRPHU�RU�FOL�
HQW�ZLWK�EUXWH�IRUFH��PRVW�SHRSOH�RU�VPDOO�EXVLQHVVHV�FDQQRW�
EHDU�WKH�FRVW�RI�PDMRU�ODZVXLWV��:KRHYHU�KDV�WKH�PRVW�PRQH\�
WR�EX\� ODZ\HUV�W\SLFDOO\�ZLQV��$�FRUSRUDWLRQ�FDQ�UXLQ�D�PDQ�
WKURXJK�ODZVXLWV�DORQH��3ROLWLFDO�OHDGHUV�KDYH�UHSHDWHGO\�XVHG�
WKH�,56�WR�DWWDFN�RSSRQHQWV��0RUHRYHU��SUHVLGHQWV�VLPSO\�GLV�
PLVV�SHQGLQJ�FDVHV�ZLWK� WKH�'HSDUWPHQW�RI� -XVWLFH�RU�FRP�
PXWH�D�VHQWHQFH�DW�ZLOO��2XU�FRXUWV�KDYH�UHFHQWO\�RYHUWXUQHG�
WKH� *ODVV�6WHDJDOO� $FW�� WKH� &OD\WRQ� $FW�� DQG� WKH� 6KHUPDQ�
$QWLWUXVW� $FW�� DQG� QRZ� ZH¶UH� UXOHG� E\� D� FDGUH� RI�PRQRSR�
OLHV� WKDW�KDYH�:DVKLQJWRQ�E\�WKH�EDOOV��HYHQ�WKH� OLPLWDWLRQV�
RQ�FRQWULEXWLRQV�FRUSRUDWLRQV�FDQ�PDNH�KDV�EHHQ�OLIWHG��7KH�
FRXUWV�DUH�ORVLQJ�WKH�SXEOLF�WUXVW�

&RUSRUDWLRQV�DUH�WDNLQJ�RYHU�FRQWURO�RI�JRYHUQPHQW�DQG�WKH�
FRXUWV��DQG�WKH�FLWL]HQV�RI�RXU�QDWLRQ�QHHG�WR�DVN�RXU�&RQJUHVV��
SUHVLGHQW�DQG�H[HFXWLYH�EUDQFK��DQG�RXU� MXGLFLDU\���SDUWLFX�
ODUO\�WKH�6XSUHPH�&RXUW��WR�SURWHFW�XV�IURP�����7KH�VXSUHPH�
ZHDOWK�DQG�SRZHU�RI�WKH�)HGHUDO�5HVHUYH�DQG�RWKHU�PRQRSR�
OLHV��:H�DUH�EXOOLHG�E\�FRUSRUDWH�LQWHUHVWV��DQG�ZH�QHHG�SURWHF�
WLRQ�VR�WKLV�GRHVQ¶W�KDSSHQ�HYHU�DJDLQ�����:H�DVN�SURWHFWLRQ�
WKDW�ZH�JHW� DFFXUDWH� DQG�EDODQFHG� LQIRUPDWLRQ� WKURXJK� WKH�
EURDGFDVWLQJ�QHWZRUNV�ZLWK�ZKRP�ZH¶YH�JLYHQ�OLFHQVHV��DQG�
WUDQVSDUHQF\� LQ� RXU� ¿QDQFLDO� WUDQVDFWLRQV�ZLWK� WKH� 7UHDVXU\�
DQG�WKH�)HGHUDO�5HVHUYH��7KH�SHRSOH�KDYH�D�ULJKW�WR�NQRZ�KRZ�
RXU�QDWLRQ�LV�EHLQJ�JRYHUQHG�¿QDQFLDOO\�DQG�KDYH�D�VD\�LQ�LW��
���*XDUDQWHH�XV�RXU�ULJKW�WR�SHDFHIXOO\�GHPRQVWUDWH��RSHQO\�
FULWLFL]H�JRYHUQPHQW�SROLFLHV��DQG�SHWLWLRQ�IRU�JULHYDQFHV�HYHQ�
LQ�WLPHV�RI�ZDU�DQG�UHEHOOLRQ�����7KDW�WKH�ULWH�RI�KDEHDV�FRUSXV�
QRW�EH�UHYRNHG�DQG�QR�ULJKWV�WR�D�IDLU�UHSUHVHQWDWLRQ�DQG�SXE�
OLF�WULDO�EH�UHYRNHG�����7KDW�DOO�OHYHOV�RI�JRYHUQPHQW��LQFOXGLQJ�
WKH�&,$�� )%,��+RPHODQG�6HFXULW\��1DWLRQDO�6HFXULW\�&RXQFLO��
DQG�DQ\�RWKHU�ERG\�GHHPHG�QHFHVVDU\�E\�WKH�&RQJUHVV�WHVWLI\�
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DQG�FRPSO\�ZLWK�&RQJUHVVLRQDO�KHDULQJV�DQG�RYHUVLJKW��SUR�
YLGLQJ�UHTXHVWHG� LQIRUPDWLRQ� LQ�D�WLPHO\�PDQQHU�RU� IDFH�MDLO�
WLPH� OLNH�DQ\RQH�HOVH�����7KDW� O\LQJ�E\�SUHVLGHQWV��FDELQHWV�
PHPEHUV��RU�WKH�&RQJUHVV�LV�SXQLVKDEOH��DQG�SHRSOH�FDXJKW�
O\LQJ�VKRXOG�QRW�KROG�SXEOLF�RI¿FH��DQG����7KH�SHRSOH�ZDQW�WR�
EH�UXOHG�E\�WKH�&RQVWLWXWLRQ�DQG�WKH�SULQFLSDOV�SXW�IRUWK�LQ�WKH�
%LOO� RI�5LJKWV��DQG�QR�KLJKHU�SRZHU�H[FHSW�*RG�KLPVHOI��:H�
FHUWDLQO\�GR�QRW�ZDQW��RU�DFFHSW��DQ�HOLWH� UXOLQJ�FODVV� UXOLQJ�
RYHU�WKH�JRYHUQPHQW��RU�XV��LQ�VHFUHW�

��

3D\LQJ�2II�WKH�'HEW��7KH�NH\�WR�SD\LQJ�RII�RXU�GHEW�LV�QRW�
WR�FUHDWH�PRUH�GHEW�WR�SD\�RII�WKH�GHEW��:H�VLPSO\�EHJLQ�LVVX�
LQJ�KRQHVW�EXFNV�WR�UHSODFH�QRWHV�DQG�ERQGV�WKDW�KDYH�LQWHU�
HVW��WKLV�ZLOO�JUDGXDOO\�SD\�GRZQ�RXU�GHEW�DQG�VWUHQJWKHQ�WKH�
YDOXH�RI�RXU�FXUUHQF\��&XUUHQF\�LQÀDWHV���LV�ZRUWK�OHVV��LI�WRR�
PXFK�LV�ÀRDWLQJ�WKURXJK�WKH�HFRQRP\��VR�ZH�VKRXOG�VWDELOL]H�
RXU�JURZWK�DW���SHUFHQW�DQG�SURYLGH� MXVW�HQRXJK�PRQH\� WR�
PRYH�WKH�HFRQRP\�IRUZDUG�DW�D�KHDOWK\�DQG�VWHDG\�SDFH��$V�
PRVW�RI�WKH�QDWLRQDO�GHEW�LV�LQ�VKRUW�WHUP�ELOOV�DQG�ERQGV��WKH�
QDWLRQDO�GHEW�FRXOG�EH�SDLG�RII�LQ�VKRUW�RUGHU��WKLV�ZRXOG�EULQJ�
FRQ¿GHQFH�DQG�VWUHQJWK�EDFN�WR�WKH�FXUUHQF\�DQG�PDNH�WKH�
8QLWHG�6WDWHV�PRUH�FRPSHWLWLYH�LQ�ZRUOG�PDUNHWV��7KH�JRYHUQ�
PHQW�KDV�WR�WDNH�WKH�SRZHU�RI�PRQH\�EDFN�DQG�UHJXODWH�WKH�
FXUUHQF\�WR�EHQH¿W�WKH�ZKROH�HFRQRP\�

��

/RQJ�7HUP�&DSLWDO�*DLQV�� 6KRUW�WHUP� VSHFXODWLRQ� KDV� OHG�
WR� LQVWDELOLW\� LQ� WKH�PDUNHW�� DQG� LQYHVWPHQWV� IRU� VKRUW�WHUP�
JDLQ� UDUHO\� FRQWULEXWH� WR� WKH� RYHUDOO� JURZWK� RI� D� FRPSDQ\��
LQGXVWU\��RU�HFRQRP\��0DNLQJ�D�TXLFN�EXFN�LQ�WKH�VWRFN�PDU�
NHW� RU� DQ\�PDUNHW� GRHV� QRW� VHUYH� WKH� EHVW� LQWHUHVWV� RI� WKH�
QDWLRQ��&RQYHUVHO\��ORQJ�WHUP�LQYHVWPHQWV�LQ�FRUSRUDWLRQV�DQG�
GHYHORSPHQW�FDQ�HQDEOH�FRUSRUDWLRQV�WR�LQYHVW��HPSOR\��DQG�
JURZ�VWURQJHU�DQG�PRUH�SUR¿WDEOH��7KHUHIRUH��,�VXJJHVW�����
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SODFLQJ�D���SHUFHQW�WD[�RQ�DOO�VKRUW�WHUP�LQYHVWPHQWV��XQGHU�
RQH�\HDU��WKLV�ZLQGIDOO�ZLOO�JR�GLUHFW�WR�6RFLDO�6HFXULW\��DQG�����
HOLPLQDWH� WKH� ORQJ�WHUP�JDLQV� WD[� RQ�DOO� LQYHVWPHQWV� LQ� WKH�
8QLWHG�6WDWHV� IRU� LQGLYLGXDOV� DQG� FRPSDQLHV� IRU� D� SHULRG� RI�
WHQ�\HDUV��EXW�RQO\�IRU�LQYHVWPHQWV�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�
8�6��FRPSDQLHV�

7KH�UHPRYDO�RI�WKH�ORQJ�WHUP�FDSLWDO�JDLQV�WD[�ZLOO�SULPDULO\�
EHQH¿W�WKH�ZHDOWK\��EXW�WR�DQ�HQG�WKDW�ZLOO�HQFRXUDJH�LQYHVW�
PHQWV�WKDW�ZRXOG�FUHDWH�PRUH�MREV�DQG�GHYHORS�PRUH�LQGXVWU\�
DQG�WUDGH��:KLOH�WKH�ORQJ�WHUP�JDLQV�RQ�LQYHVWPHQW�ZRXOG�QRW�
EH�WD[HG��WKH�LQFUHDVHG�LQFRPH�RI�FRUSRUDWLRQV�DQG�LQGLYLGXDOV�
ZRXOG�EH��)XUWKHUPRUH��WKRVH�FRUSRUDWLRQV�WKDW�KLUH�DQG�JDLQ�
IXOO\�HPSOR\�QHZ�ZRUNHUV�FRXOG�EH�JLYHQ�D�UHSULHYH�IURP�FRU�
SRUDWH�WD[�IRU�WKLV�VDPH�WHQ�\HDU�SHULRG��7KH�EHQH¿WV�LQFOXGH�
SHRSOH�ZRUNLQJ�DQG�SURGXFLQJ��PRUH�FRQVXPHU�VSHQGLQJ�DQG�
WD[DEOH�LQFRPH��DQG�FRUSRUDWLRQV�ZRXOG�PDNH�PRUH�SUR¿W�E\�
PDNLQJ�ORQJ�WHUP�LQYHVWPHQWV�WKDW�DUH�QRW�WD[HG�DQG�ZRXOG�
*HW�FKHDSHU�ODERU��$OO�WKRVH�QHZ�MREV�EULQJ�FDVK�ÀRZ�LQWR�EXVL�
QHVVHV� LQ� WKH� FRPPXQLWLHV�� DQG� WR� WKH� QDWLRQ� DW� ODUJH²WKH�
ZKROH�VRFLHW\�EHQH¿WV�

��

)DLU�0DUNHWV�� 7RGD\�PDUNHWV� DUH�PDQLSXODWHG�� VWRFN�PDU�
NHWV��ERQG�PDUNHWV��FXUUHQF\�PDUNHWV��GHULYDWLYH�PDUNHWV�DOO�
KDYH� GRPLQDQW� SDUWLFLSDQWV� ZKR� FRQWURO� PRYHPHQWV� LQ� WKH�
PDUNHW�E\�WUDGLQJ�HTXLW\�LQ�ODUJH�YROXPHV��RIWHQ�ZLWK�LQVLGHU�
NQRZOHGJH��2IWHQ�WKHVH�SRROV�RI�RZQHUVKLS�DUH�KHOG�LQ�IXQGV�
RIIVKRUH�E\�DQRQ\PRXV� LQYHVWRUV��ZKR�SODFH�EHWV�ZLWK�EUR�
NHUDJH�KRXVHV�WKDW�D�SDUWLFXODU�FRPSDQ\�VWRFN�RU�FRPPRGLW\�
SULFH�ZLOO�GURS�DW�D�SDUWLFXODU�SRLQW�LQ�WLPH��WKHQ�WKH\�VHOO�RII�
ODUJH�DPRXQWV�RI�WKHLU�HTXLW\�WR�GULYH�WKH�SULFH�GRZQ��,Q�RWKHU�
ZRUGV��WKH\�VHOO�VKRUW�

)LUVW��WKHVH�LQYHVWRUV�PDNH�PRQH\�E\�ZLQQLQJ�WKHLU�EHW�WKDW�
WKH�HTXLW\�GHYDOXHV�IURP�WKHLU�DFWLRQV��SUHFLSLWDWLQJ�DQ�HTXLW\�
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GHDWK� VSLUDO� ZKHUH� RWKHU� LQYHVWRUV� MXPS� RQ� ERDUG� WKH� VHOO�
LQJ�VSUHH��DQG�WKHQ�WKH\�FDQ�EX\�EDFN�WKDW�VDPH�HTXLW\�IRU�
D�IUDFWLRQ�RI�WKH�PDUNHW�SULFH��7KLV�VFDP�UHRFFXUV�UHSHDWHGO\��
%LOOLRQDLUH�LQYHVWRU�*HRUJH�6RURV�LV�QRWRULRXV�IRU�PDQLSXODWLQJ�
PDUNHWV�IRU�SHUVRQDO�JDLQ��7KLV�LV�RQH�RI�WKH�SULPDU\�FDXVHV�RI�
RXU�FXUUHQW�HFRQRPLF�FROODSVH²RXU�PDUNHWV�DUH�PDQLSXODWHG�
DQG� QRW� UHDOO\� IUHH��0RUHRYHU�� LW� ZDV� WKLV�PDUNHW� LQVWDELOLW\�
WKDW�OHG�WR�WKH�GHULYDWLYH�PDUNHW��ZKLFK�KDV�RQO\�FUHDWHG�PRUH�
LQVWDELOLW\�

7KHVH��DQG�RWKHU�³SXPS�DQG�GXPS´�VFKHPHV�QHHG�WR�EH�UHJX�
ODWHG��DQG�QRW�E\�SHRSOH�ZKR�FRPH�IURP�DQG�JR�EDFN�WR�ZRUN�
)RU� WKRVH�VDPH� LQGXVWULHV� WKH\�DUH�VXSSRVHG� WR�EH� UHJXODW�
LQJ��,QYHVWPHQW�EDQNHUV�KDYH�QR�EXVLQHVV�ZRUNLQJ�LQ�WKH�8�6��
7UHDVXU\��7KLV�LV�D�FOHDU�FRQÀLFW�RI�LQWHUHVW��DQG�WKH�SHRSOH¶V�
LQWHUHVWV�DUH�QRW�EHLQJ�VHUYHG��EXW�UDWKHU�WKH�LQWHUHVWV�RI�WKH�
FDUWHO�DUH��$OO�PDUNHWV�QHHG�WR�EH�EHWWHU�UHJXODWHG��SDUWLFX�
ODUO\�WKH�GHULYDWLYH�PDUNHW��ZLWK�FRQVHTXHQFHV�WKDW�ZLOO�WUXO\�
GHWHU�FULPH�

��

8VXU\��7KH�DGMXVWDEOH�LQWHUHVW�UDWH�KDV�EHHQ�D�GHYLVH�XVHG�LQ�
EDQNLQJ�WKDW�PRUH�WKDQ�DQ\�RWKHU�EDQNLQJ�VFKHPH�KDV�KXUW�
WKH�VWUHQJWK�RI�RXU�HFRQRP\��2QH�RI� WKH� ODUJHVW�PDUJLQV�RI�
SUR¿W� IRU�D�EDQN� LV�RQ� WKRVH�ERUURZHUV�ZKR�PD[LPL]H� WKHLU�
FUHGLW²ERUURZLQJ²DQG� WKHQ� PDNH� MXVW� WKH� PLQLPXP� SD\�
PHQW�SRVVLEOH��0RVW�GHEWRUV�QHYHU�JHW�RXW�RI�WKLV�KROH��WKH\�
W\SLFDOO\�REWDLQ�PRUH�FUHGLW�DQG�PD[�LW�RXW��DQG�WKHQ�LI�WKH\�
KDYH�DQ\�HTXLW\�LQ�WKHLU�KRPH�WKH\�WDS�LQWR�WKDW�HTXLW\�OLNH�DQ�
$70�PDFKLQH�DQG�ORVH�WKHLU�HTXLW\��7KHQ��RQFH�WKH\�JRW�\RX�
EHKROGLQJ�WR�WKHP�WKH�EDQNV�DUELWUDULO\�UDLVH�WKH�LQWHUHVW�UDWH��
DQG�\RX�KDYH�QR�FKRLFH�EXW�WR�PDNH�WKRVH�KLJKHU�SD\PHQWV��
7KXV��DOPRVW�HYHU\�$PHULFDQ�LV�GHHSO\�LQ�GHEW�DQG�ZLOO�QHYHU�
JHW�RXW��$OPRVW�DOO�FLWL]HQV��FRPSDQLHV��DQG�JRYHUQPHQWV�DUH�
QRZ�EHKROGLQJ�WR�EDQNV�WKURXJK�GHEW��,W¶V�LQGHQWXUHG�VODYHU\�
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0RUHRYHU��DIWHU�TXDOLI\LQJ�IRU�D�ORDQ�DW�D�SDUWLFXODU�UDWH²FUHGLW�
FDUGV��PRUWJDJHV��DQG� OLQHV�RI�FUHGLW²EDQNV�RIWHQ�UDLVH�WKH�
UDWH�RI�LQWHUHVW��DQG�RQFH�\RX¶YH�DJUHHG�WR�WKLV�ORDQ�\RX�DUH�
EHKROGLQJ�WR�SD\�WKDW�KLJKHU�UDWH��$GMXVWDEOH�UDWHV�RQ�H[LVWLQJ�
ORDQV�DUH�D�SULPDU\�FDXVH�RI�RXU�UHDO�HVWDWH�PDUNHW�FROODSVH��
DV� UDWHV�ZHQW� KLJKHU� WKH� KLJKHU� SD\PHQWV�ZHUH�PRUH� WKDQ�
PDQ\�ERUURZHUV�FRXOG�PDNH��2QFH�D�ORDQ�LV�PDGH��ZK\�VKRXOG�
D�UDWH�JR�XS"�1HZ�ORDQV�PD\�QHHG�WR�EH�PDGH�DW�KLJKHU�RU�
ORZHU� UDWHV� DV� WKH�PDUNHW� GLFWDWHV�� EXW� ZLWK� H[LVWLQJ� ORDQV�
ZKHUH�WKH�PRQH\�LV�DOUHDG\�OHQW�DQG�WKH�LQYHVWRUV�DUH�DOUHDG\�
UHFHLYLQJ�WKHLU�DJUHHG�XSRQ�UDWH�RI�UHWXUQ��WKHUH�LV�QR�UHDVRQ�
IRU�WKRVH�UDWHV�WR�JR�XS��5DWHV�RQO\�JR�XS�ZKHQ�EDQNLQJ�FRP�
PLWWHHV�VXFK�DV�WKH�)HGHUDO�5HVHUYH�HOHYHQWK�GLVWULFW�RU� WKH�
/,%25�GHFLGH�WR�PDNH�LW�JR�XS��7KH�UROH�RI�JRYHUQPHQW�LV�WR�
SURWHFW�LWV�FLWL]HQV��EXW�LW�LVQ¶W��,W¶V�DOORZLQJ�D�JURXS�RI�SULYDWH�
EDQNHUV�WR�JHW�ULFK�RQ�XV�

7R�SURWHFW� WKH�FRQVXPHU�ZH�VKRXOG�����¿[� LQWHUHVW� UDWHV�VR�
FXVWRPHUV�FDQ�DQWLFLSDWH�DQG�PDQDJH�WKHLU�GHEW�����OLPLW�WKH�
LQWHUHVW�RQ�FRQVXPHU�GHEW�WR�VLQJOH�GLJLW�UDWHV��L�H���QRW�RYHU�
�� SHUFHQW�� DQG� ��� VHSDUDWH� WKH� FRPPHUFLDO� EDQNV� IURP� WKH�
LQYHVWPHQW�RU�PHUFKDQW�EDQNV�EHFDXVH�WKH�IRUPHU�KDV�D�¿GX�
FLDU\� UHVSRQVLELOLW\� WR� LWV�GHSRVLWRUV� WR�PDNH�VDIH� ORDQV�DQG�
LQYHVWPHQWV��EXW� LQYHVWPHQW�EDQNV�DQG�EURNHUDJHV�E\� WKHLU�
YHU\�QDWXUH�PDNH�PRUH�VSHFXODWLYH�DQG�ULVN\�LQYHVWPHQWV�WKDW�
WKH�GHSRVLWRUV�VKRXOG�QRW�EH�H[SRVHG�WR��7KH�UROHV�RI�EDQNV��
LQYHVWPHQW�FRPSDQLHV�DQG� LQVXUDQFH�FRPSDQLHV�QHHG� WR�EH�
GLYLGHG��WKH\�VLPSO\�KDYH�WRR�PXFK�SRZHU�DQG�FRQWURO�RYHU�
PDUNHWV�DQG�JRYHUQPHQWV� WR� WKH�HIIHFW�RI� FRQWUROOLQJ�SROLF\�
DQG�URXWLQHO\�WDNH�DGYDQWDJH�RI�WKH�FRQVXPHUV�DQG�WD[SD\�
HUV��SULYDWL]LQJ�SUR¿WV�DQG�VRFLDOL]LQJ�GHEW�

��

2QH� 3HUVRQ� 2QH� 9RWH�� ,� VXEPLW� WKDW� ZH� UHSODFH� RXU� ROG�
(OHFWRUDO�&ROOHJH�YRWLQJ�V\VWHP�ZLWK�D�GLUHFW�YRWH��$OO�YRWHV�FDQ�
EH�PDGH�HOHFWURQLFDOO\��LWV�PRUH�HI¿FLHQW��DGGV�WUDQVSDUHQF\��
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DQG� EHWWHU� UHSUHVHQWV� WKH� ZLOO� RI� WKH� SHRSOH�� ,� VXEPLW� WKDW�
HYHU\�$PHULFDQ�VKRXOG�KDYH�KLV�RU�KHU�RZQ�SRUWKROH�WR�JRY�
HUQPHQW�RQ�OLQH��IURP�KRPH�RU�OLEUDU\��ZKHUH�KH�RU�VKH�FRXOG�
UHFHLYH�FRQ¿UPDWLRQ�WKDW�KLV�RU�KHU�YRWH�ZDV�FRXQWHG�DQG�JDLQ�
GLUHFW� DFFHVV� WR� FXUUHQW� ELOOV� XQGHU� FRQVLGHUDWLRQ�� H[HFXWLYH�
RUGHUV��DQG�RWKHU�JRYHUQPHQW�SROLFLHV��DQG�EH�DEOH�WR�UHJLVWHU�
FRQFHUQ��KRSH��RU�VXSSRUW��7KLV�FRQQHFWLYLW\�ZRXOG�DOORZ�WKH�
FLWL]HQV� WR�H[SUHVV� WKHLU� VHQWLPHQWV�DQG� LQIRUP�RXU�JRYHUQ�
PHQW�RI�WKHLU�GHVLUHV�DQG�GHPDQGV�

$OO�YRWLQJ�UHTXLUHV�RYHUVLJKW�DQG�SURWHFWLRQ�XQGHU�WKH�ODZ��DQG�
ZH�ZRXOG� QHHG� VDIHJXDUGV� DJDLQVW� JRYHUQPHQW� VXUYHLOODQFH�
RU�KDFNLQJ��EXW�HQFU\SWLRQ�WHFKQRORJ\�LV�DOUHDG\�XVHG�E\�RXU�
'HSDUWPHQW�RI�'HIHQVH�DQG�RWKHU�DJHQFLHV��$� VWURQJHU� FLWL�
]HQ�WR�JRYHUQPHQW�UHODWLRQVKLS�OHDGV�WR�D�VWURQJHU�GHPRFUDF\�
DQG�HFRQRP\��3UHVLGHQWV�FRXOG�H�PDLO�TXHVWLRQV�WR�WKH�ZKROH�
FRXQWU\��VROLFLW�IHHGEDFN��VKDUH�LGHDV��DQG�OLVWHQ�WR�FRQFHUQV�
DQG� FRPSODLQWV� �GLJLWDOO\� WDEXODWHG���&RQJUHVV� FRXOG� ORRN�DW�
UHVSRQVHV�DQG�JHW�D�EHWWHU�IHHO�IRU�WKH�VHQWLPHQWV�RI�WKH�SHR�
SOH��LI�SHRSOH�IHOW�WKH\�ZHUH�EHLQJ�KHDUG��WKH\�ZRXOG�JHW�PRUH�
LQYROYHG��DQG�WKDW�LV�ZKDW�LV�QHHGHG�IRU�D�VWURQJ�GHPRFUDF\�

��

0RQRSRO\� 0DQDJHPHQW�� &RUSRUDWLRQV� DUH� JURZLQJ� ODUJHU�
DQG�PRUH�SRZHUIXO� WKDQ�JRYHUQPHQWV��DQG� WKH�FRQWURO�RYHU�
QDWXUDO�UHVRXUFHV��SROLWLFV��DQG�SROLFLHV�LV�LQFUHDVLQJO\�PRUH�LQ�
WKH�KDQGV�RI�D�VHOHFW�IHZ�DQG�OHVV�RI�WKH�JRYHUQPHQW�RU�RI�WKH�
SHRSOH��&RUSRUDWLRQV�JHQHUDOO\�KDWH�JRYHUQPHQW�LQYROYHPHQW��
EXW�WKXV�IDU�HYHU\�WLPH�OREE\LVWV�KDYH�UHPRYHG�RU�GLPLQLVKHG�
JRYHUQPHQW�SURWHFWLRQV�ZH�KDYH�HQWHUHG�LQWR�DQRWKHU�UHFHV�
VLRQ��(DFK�UHFHVVLRQ�RU�GHSUHVVLRQ�FDQ�EH� WUDFHG�GLUHFWO\� WR�
GHUHJXODWLRQ��JUHHG�LV�DW�WKH�ERWWRP�RI�LW�DOO�

,�VXEPLW�WKDW�OHDGHUV�RI�LQGXVWU\�DQG�WKH�FRQJUHVV�VKRXOG�PHHW�
SXEOLFDOO\�LQ�IRUXPV�WKDW�DUH�DYDLODEOH�WR�WKH�SXEOLF��WR�GLVFXVV�
DQG�GHEDWH�FKDOOHQJHV�DQG�RSSRUWXQLWLHV�RSHQO\��*OREDOL]DWLRQ�
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LV� LQHYLWDEOH��EXW�ZLWKRXW�JRYHUQPHQW�RYHUVLJKW�DQG�SURWHF�
WLRQ�ZH�DUH�DOO�JRLQJ�WR�EH�JRYHUQHG�E\�FRUSRUDWH�OHDGHUV�ZKR�
DUH�QRW�SDLG�WR�SURWHFW�WKH�FRQVXPHU�EXW�UDWKHU�WR�H[WUDFW�DV�
PXFK�PRQH\�IURP�WKHP�IURP�VDOHV�DV�LV�SRVVLEOH��7KHUH�DUH�
FRPSHWLQJ�LQWHUHVWV��DQG�RXU�JRYHUQPHQW�QHHGV�WR�UHSUHVHQW�
WKH�SHRSOH�RYHU�WKRVH�RI�D�ZHDOWK\�IHZ�

:H�QHHG�D�FRXUW�V\VWHP�DQG�D�VXSUHPH�FRXUW�WKDW�UHSUHVHQWV�
WKH�LQWHUHVWV�RI�WKH�SHRSOH��RYHU�WKDW�RI�WKH�HOLWH��&RUSRUDWLRQV�
DUH� QRW� SHUVRQV�� WKH\� KDYH� QR� KHDUW� RU� VRXO�� DQG� QHHG� WR�
EH�ZDWFKHG�DQG�JRYHUQHG�E\� WKRVH� UHSUHVHQWLQJ� WKH�SHRSOH�
UDWKHU� WKDQ�D�SROLWLFDO�SDUW\�RU�¿QDQFLDO�EDFNHU��2YHUWXUQLQJ�
*ODVV�6WHDJDOO�� WKH� &OD\WRQ� $FW�� DQG� WKH� 6KHUPDQ� $QWLWUXVW�
DFW�VKRZV�WKH�SDUWLDOLW\�IRU�WKH�SROLWLFDOO\�FRQQHFWHG�DQG�GLV�
UHJDUG�IRU�WKH�DYHUDJH�$PHULFDQ��WKRVH�ELOOV�ZHUH�FUHDWHG�IRU�
RXU�SURWHFWLRQ�DQG�WKH\�ZRUNHG��:KDW�ULJKW�GLG�WKH\�KDYH�WR�
WDNH� WKHP� DZD\�ZLWKRXW� HYHQ� D� SXEOLF� GLVFXVVLRQ� DERXW� LW"�
(YHU\� FLWL]HQ� VKRXOG� WKLQN�DERXW� WKLV�� DQG� WKHVH� VHQWLPHQWV�
QHHG�WR�EH�FRQYH\HG�WR�RXU�KLJKHVW�FRXUWV�DQG�6XSUHPH�&RXUW�
MXVWLFHV��:H�KDYH�WR�KROG�WKHP�DFFRXQWDEOH�

��

%ORFNLQJ�D�:RUOG�&XUUHQF\��3ODQV�DUH�DOUHDG\�EHLQJ�PDGH�
WR�FUHDWH�D�ZRUOG�FXUUHQF\�WKDW�ZRXOG�GLPLQLVK�WKH�UROH�RI�WKH�
8�6��GROODU�DQG�FRPSURPLVH�WKH�VWDWXWHV��ODZV��DQG�ZLOO�RI�WKH�
$PHULFDQ�SHRSOH�� ,W�ZLOO� SXW� FRQWURO� RI�ZRUOG�PRQH\�� FUHGLW��
DQG�EDQNLQJ�LQ�WKH�KDQGV�RI�D�IHZ��DQG�UHQGHU�RXU�RZQ�FRQ�
JUHVV�DQG�WUHDVXU\�LPSRWHQW�

��

2IIVKRUH�)XQGV��&RUSRUDWLRQV�DQG�ZHDOWK\� LQGLYLGXDOV�KROG�
WKHLU�ZHDOWK�LQ�RIIVKRUH�DFFRXQWV�WR�DYRLG�SD\LQJ�WD[HV��DQG�DOO�
WKRVH�LQFRPHV�ZKLFK�DPRXQW�WR�DOPRVW�RQH�WKLUG�RI�FRUSRUDWH�
UHYHQXHV��VKRXOG�EH�WD[HG�DORQJ�ZLWK�HYHU\RQH�HOVH��(OLPLQDWH�
WUXVWV��ZK\�VKRXOG�WKH�ULFK�QRW�KDYH�WR�SD\�WKH�VDPH�WD[HV�DV�
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WKH�UHVW"�:K\�GR�ZH�KDYH�WD[�ODZV�WKDW�FRQVLVWHQWO\�SURWHFW�
WKH�ZHDOWK\�DQG�VWULS�WKH�PLGGOH�FODVV"�%HFDXVH�ZH�OHW�WKHP�

��

$FFRXQWDELOLW\�$XGLWV��:H�QHHG�WR�DXGLW�WKH�)HGHUDO�5HVHUYH��
ZH�QHHG�WR�OHDUQ�ZKHUH�WKH�PRQH\�LV��KRZ�LW�KDV�DQG�LV�EHLQJ�
XVHG��DQG�GLVFXVV�ZKDW�LV�LQ�WKH�EHVW�LQWHUHVWV�RI�WKH�QDWLRQ��
UDWKHU�WKDQ�UHO\�RQ�D�IHZ�ZKR�PHHW�LQ�VHFUHW��DQG�KDYH�FOHDUO\�
IDLOHG�LQ�WKHLU�GXWLHV�DJDLQ�DQG�DJDLQ�

6HFRQG��ZH� QHHG� WR� DXGLW� HYHU\� VHQDWRU�� SUHVLGHQW�� FDELQHW�
PHPEHU��DQG�FRQJUHVVPDQ�DIWHU�¿YH�\HDUV�RI�RI¿FH��ZKHWKHU�
VWLOO�LQ�RI¿FH�RU�QRW��DQG�¿YH�\HDUV�WKHUHDIWHU�XQWLO�¿YH�\HDUV�
DIWHU� WKH\� UHWLUH�� WR� HQVXUH� WKDW� JUDIW� DQG� FRUUXSWLRQ� HQGV��
2QO\� LI� WKHUH� LV� DFFRXQWDELOLW\�DQG�FRQVHTXHQFHV� IRU�DFWLRQV�
ZLOO�FRUUXSWLRQ�FHDVH��7KHUH�QHHGV�WR�EH�FRPSOHWH�WUDQVSDU�
HQF\� IRU� KLJK� RI¿FH�� ,I� HYHU\� UHSUHVHQWDWLYH� RI� WKH� SHRSOH�
H[SHFWHG�DQ�DXGLW��JRYHUQPHQW�DQG�FRUSRUDWH�FULPH�ZRXOG�EH�
VXEVWDQWLDOO\�DEDWHG��:H�QHHG�PRUH�DFFRXQWDEOH�DQG�HWKLFDO�
OHDGHUVKLS��WKXV�ZH�VKRXOG�GHPDQG�LW��DQG�RXU�OHDGHUV�VKRXOG�
H[SHFW�DV�PXFK��:H�DVN�IRU�QREOH�VWDWHVPHQ�OLNH�RXU�IRXQGLQJ�
IDWKHUV��DQG� LI�ZH�GRQ¶W�SXW�SUHVVXUH�RQ�RXU�JRYHUQPHQW� WR�
HQG�WKLV�FRUUXSWLRQ�LW�ZRQ¶W�HQG��LW�XS�WR�XV�

)LQDOO\��ZH�QHHG� WR� WD[�RIIVKRUH�DFFRXQWV�DQG� WUXVWV�� 7KH���
SHUFHQW�JHW�ULFK�ZKLOH� ODERUHUV¶�SHQVLRQV�DUH�GHVWUR\HG�� WKH�
ZHDOWKLHVW�SD\�OLWWOH�RU�QR�WD[HV�ZKLOH�WKH�PLGGOH�FODVV�JHW�KXV�
WOHG��7KHVH�SUREOHPV�GR�QRW�UHTXLUH�URFNHW�VFLHQFH��WKH\�RQO\�
UHTXLUH� HWKLFDO� OHDGHUVKLS�� (QOLJKWHQHG� OHDGHUVKLS� LV� QHHGHG�
WR�EULQJ�IRUWK�WKH�FKDQJHV�QHHGHG��:H�QHHG�SHRSOH�ZKR�DUH�
QRW�LQ�JRYHUQPHQW�IRU�SHUVRQDO�SUR¿W�RU�JDLQ�EXW�WKRVH�ZKRVH�
DOOHJLDQFH�LV�ZLWK�WKH�SHRSOH�DQG�WKH�FRQVWLWXWLRQ�UDWKHU�WKDQ�
DQ�HOLWH�FDGUH�WKDW�VHUYHV�LWV�RZQ�LQWHUHVWV�
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��

$�1DWLRQDO�&KDOOHQJH��/HW�XV�FRPPLW��VD\������ELOOLRQ�GROODUV�
WR�GLVFRYHU��FUHDWH��DQG�GHYHORS�WKH�QH[W�����EHVW�SURGXFWV�RU�
VHUYLFHV�$PHULFDQV�FDQ�GHYHORS�DQG�VHOO�RQ�ZRUOG�PDUNHWV��:H�
DV�D�SHRSOH�ZLOO�LQYHVW�DQG�WDNH�RZQHUVKLS�LQ�WKHVH�QHZ�FRP�
SDQLHV�RU�SURMHFWV��ZH�FDQ�VXSSRUW�$PHULFDQ�FRUSRUDWLRQV��QRW�
ZLWK�XQGHU�WKH�WDEOH�SD\RIIV��EXW�E\�LQYHVWLQJ�LQ�JRRG�LGHDV�
WKDW�HPSOR\�SHRSOH�

:H�VWDUW�ZLWK�D�PDQDJHDEOH�DOORWPHQW��DQG�REVHUYH�WKH�HIIHFWV�
RQ� HPSOR\PHQW�� SURGXFWLYLW\�� DQG� LQÀDWLRQ�� LI� LW� HQFRXUDJHV�
JURZWK� ZLWKRXW� LQÀDWLQJ�� ZH� FDQ� DGG� D� VHFRQG� DOORWPHQW��
,I� DQ\� LQÀDWLRQ� RFFXUV��ZH� KROG� RII� IXUWKHU� LQYHVWPHQW� XQWLO�
WKH�HFRQRP\�FDWFKHV�XS��7KH�NH\�WR�D�VWURQJ�HFRQRP\�LV�WR�
FUHDWH� YDOXH� WKURXJK� WKH� GHYHORSPHQW� RI� KXPDQ� DQG� QDWX�
UDO�UHVRXUFHV��&UHDWLQJ�WUXH�YDOXH��QRW�MXVW�SUR¿W��LV�WKH�NH\��
:DWFKLQJ�WKH�JURZWK�RXUVHOYHV��SXEOLFDOO\��ZH�FDQ�DOO�VHH�ZKDW�
QHHGV�WR�EH�GRQH��1RERG\�QHHGV�WR�PHHW�LQ�VHFUHW��LW¶V�DOO�LQ�
WKH�RSHQ�

0RUHRYHU��DQ\�GLYLGHQGV�SDLG�IURP�WKHVH�LQYHVWPHQWV�ZLOO�JR�
GLUHFWO\�WR�6RFLDO�6HFXULW\�IRU�WKH�JRRG�RI�DOO�FLWL]HQV��QHZ�MREV�
ZLOO�DOVR�DGG�IXQGV�EDFN�WR�VRFLDO�VHFXULW\�DQG�EXLOG�D�VWURQJHU�
WD[�EDVH��0RUHRYHU��6RFLDO�6HFXULW\�VKRXOG�IURP�QRZ�RQ�EH�SUR�
WHFWHG�IURP�FROODWHUDOL]DWLRQ�RU�ZLWKGUDZDO��7KH�6RFLDO�6HFXULW\�
IXQGV�EHFRPH�D�FDVK�DVVHW�RI�WKH�8QLWHG�6WDWHV�WKDW�VKRUHV�
XS�WKH�YDOXH�RI�RXU�FXUUHQF\��LW¶V�D�VDFUHG�WUXVW�DQG�PXVW�EH�
SURWHFWHG���IURP�RXU�RZQ�JRYHUQPHQW�
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Conclusion

2XU� IXWXUH�� RXU� TXDOLW\� RI� OLIH�� DQG� IUHHGRP� DUH� GHSHQGHQW�
XSRQ�WKH�FKRLFHV�ZH�QRZ�KDYH�WR�PDNH��$OO�WKH�ZRUOG¶V�JUHDW�
VSLULWXDO�WHDFKHUV�WHDFK�XV�WR�EHFRPH�PRUH�FRQVFLRXV�RI�RXU�
RZQ�WKRXJKWV��ZRUGV��DQG�DFWLRQV��WR�VKXQ�PRQH\�DQG�SRZHU��
DQG�OHDUQ�WR�VHUYH�VHOÀHVVO\�IRU�WKH�EHWWHUPHQW�RI�PDQNLQG��
,W¶V�QRW�DERXW�PDNLQJ�PRQH\��LW¶V�DERXW�PDNLQJ�D�GLIIHUHQFH��
<RX� FUHDWH�YDOXH�E\�JLYLQJ� VRPHWKLQJ�RI� YDOXH��HQOLJKWHQHG�
FDSLWDOLVP�LV�WR�XVH�PRQH\�WR�FUHDWH�WKH�JUHDWHVW�YDOXH�WR�WKH�
PRVW�SHRSOH�LQ�VRFLHW\��WR�FUHDWH�WKH�PRVW�SURVSHULW\��KDSSL�
QHVV�DQG�SHDFH�IRU�DOO��-XVW�WU\LQJ�WR�PDNH�DV�PXFK�PRQH\�DV�
SRVVLEOH�KDV�SURYHQ�DJDLQ�DQG�DJDLQ�WR�FUHDWH�VXIIHULQJ�DQG�
SDLQ��:H�QHHG�WR�HQOLJKWHQ�

7KLV�SRLQW�LV�HSLWRPL]HG�LQ�WKH�FODVVLF�WDOH�RI�WKH�GHYLO�WHPSW�
LQJ�-HVXV�&KULVW�LQ�WKH�GHVHUW�GXULQJ�KLV�PHGLWDWLRQ�DV�UHODWHG�
LQ�0DWWKHZ��0DUN��DQG�/XNH��7KH�GHYLO�JLYHV� -HVXV� WKH�¿QDO�
DQG�JUHDWHVW�WHVW�ZKHQ�KH�RIIHUV�-HVXV�³$OO�WKH�NLQJGRPV�RI�
WKH�HDUWK�́ �$OO� WKH�ZHDOWK�DQG�SRZHU� LV�RIIHUHG�E\�WKH�GHYLO��
EXW�&KULVW�KDG�HQOLJKWHQHG�DQG�VDZ�WKH�GHVLUH�IRU�PRQH\�DQG�
SRZHU�DV�WKH�GHYLO¶V�WULFN��:H�DUH�DOO�EHLQJ�VLPLODUO\�WHPSWHG��
DQG� HYHU\� RQH� RI� XV�� UHJDUGOHVV� RI� RXU� IDLWK�� KDV� WR� GHFLGH�
ZKLFK�PDVWHU�WR�VHUYH�DQG�ZKDW�SDWK�ZH�ZLOO�WDNH�

*RG�%OHVV�$PHULFD��0D\�WKH�:KROH�:RUOG�/LYH�LQ�3HDFH�
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&RQJUHVVLRQDO�5HVHDUFK�6HUYLFH��KWWS���ORF�JRY�FUVLQIR�

KWWS���ZZZ�KLVWRULFDOVWDWLVWLFV�RUJ�

KWWS���ZZZ�EOV�JRY�ÀV��ODERUIRUFH

KWWS���HSLF�RUJ�SULYDF\�WHUURULVP�KU�����KWPO

KWWS���ZZZ�DUFKLYHV�JRY�IHGHUDO�UHJLVWHU�H[HFXWLYH�RUGHUV�
GLVSRVLWLRQ�KWPO

K W W S � � � Z Z Z � Z K L W H K R X V H � J R Y � E U L H I L Q J � U R R P �
SUHVLGHQWLDO�DFWLRQV�H[HFXWLYH�RUGHUV

KWWS���ZZZ�IDV�RUJ�LUS�FUV�5/������SGI

KWWS���ZZZ�VXSUHPHFRXUW�JRY�

KWWS���ZZZ�IHGHUDOUHVHUYH�JRY�

KWWS���ZZZ�IFLF�FRP�

KWWS���ZZZ�ZRUOGRLO�FRP

KWWS���LGHDV�UHSHF�RUJ�

KWWS���QHS�UHSHF�RUJ�

KWWS���WKRPDV�ORF�JRY

KWWS���HFRQSDSHUV�UHSHF�RUJ�

KWWS���ROO�OLEHUW\IXQG�RUJ
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%RRNV

7KH�)HGHUDOLVW�3DSHUV�E\�-DPHV�0DGLVRQ��$OH[DQGHU�+DPLOWRQ�
DQG�-RKQ�-D\

7UDJHG\� DQG�+RSH�� $�+LVWRU\� RI� 7KH�:RUOG� LQ�2XU� 7LPH� E\�
&DUUROO�4XLJOH\

7KH�+RXVH�RI�5RWKVFKLOG�E\�1LDOO�)HUJXVRQ

:RRGURZ�:LOVRQ¶V�5LJKW�+DQG��7KH�/LIH�RI�&RORQHO�(GZDUG�0��
+RXVH�E\�*RGIUH\�+RGJVRQ

6HFUHWV� RI� WKH� 7HPSOH�� +RZ� WKH� )HGHUDO� 5HVHUYH� 5XQV� WKH�
&RXQWU\�E\�:LOOLDP�*UHLGHU

7KH�&UHDWXUH�IURP�-HN\OO�,VODQG�E\�*��(GZDUG�*ULI¿Q

7KH�+RXVH�RI�0RUJDQ�E\�5RQ�&KHUQRZ

7LWDQ��7KH�/LIH�RI�-RKQ�'��5RFNHIHOOHU�E\�5RQ�&KHUQRZ

7KH�:DUEXUJV�E\�5RQ�&KHUQRZ

3URVSHFW� IRU� $PHULFD�� 7KH�5RFNHIHOOHU� 3DQHO� 5HSRUWV� E\� WKH�
5RFNHIHOOHU�%URWKHUV�)XQG

7KH�6HFUHW�+LVWRU\�RI�WKH�$PHULFDQ�(PSLUH�E\�-RKQ�3HUNLQV

7KH�7\UDQQ\�RI�2LO�E\�$QWRQLD�-XKDV]

$�3HRSOH¶V�+LVWRU\�RI�WKH�8QLWHG�6WDWHV�E\�+RZDUG�=LQQ

7KH�&ODVK�RI�&LYLOL]DWLRQV�DQG�WKH�5HPDNLQJ�RI�:RUOG�2UGHU�E\�
6DPXHO�3��+XQWLQJWRQ

7KH�:RUOG�LV�)ODW��E\�7KRPDV�)ULHGPDQ

0HGLD�&RQWURO��7KH�6SHFWDFXODU�$FKLHYHPHQWV�RI�3URSDJDQGD�
E\�1RUP�&KRPSVN\

7KH������&RPPLVVLRQ�5HSRUW�$XWKRUL]HG�(GLWLRQ��&RQJUHVV�
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7KH�5R\DO�)DPLOLHV�RI�(XURSH�E\�*HRIIUH\�+LQGOH\

7KH�5REEHU�%DURQV�E\�0DWWKHZ�-RVHSKVRQ

7KH�6HFUHWV�RI�WKH�)HGHUDO�5HVHUYH�E\�(XVWDFH�0XOOLQV

�����E\�*HRUJH�2UZHOO

7KH�1HZ�:RUOG�2UGHU�E\�+�*��:HOOV

$PHULFD¶V�*UHDW�'HSUHVVLRQ�E\�0XUUD\�5RWKEDUG

7KH�5RDG�WR�6HUIGRP�E\�)��$��+D\HN

+XPDQ�$FWLRQ��$�7UHDWLVH�RQ�(FRQRPLFV�E\�/XGZLJ�YRQ�0LVHV

&DSLWDOLVP�DQG�)UHHGRP�E\�0LOWRQ�)UHHGPDQ

,QWHUQDWLRQDO�(FRQRPLFV��7KHRU\�DQG�3ROLF\�E\�3DXO�.UXJPDQ�
DQG�0DXULFH�2EVWIHOG

(QG�WKH�)HG�E\�5RQ�3DXO

8QVDIH�DW�$Q\�6SHHG�E\�5DOSK�1DGHU

6R��<RX�:LVK�WR�/HDUQ�$OO�$ERXW�(FRQRPLFV�E\�/\QGRQ�/D5RXFKH

%RQG�RI�6HFUHF\�E\�6DLQW�-RKQ�+XQW

/RRN�XS�HYHU\WKLQJ�\RX�TXHVWLRQ�RQ�:LNLSHGLD�FRP�DQG�WKHQ�
<RX7XEH�FRP��/RRN�DW�WKH�GRFXPHQWDULHV�DYDLODEOH�RQ�1HWÀL[�
FRP��ORRN�DW�RSSRVLQJ�LGHDV��2WKHU�FRQWUDU\�SRLQWV�RI�YLHZ�E\�
$OH[�-RQHV�FDQ�EH�YLHZHG�DW�ZZZ�LQIRZDUV�FRP�DQG�UHODWHG�
:HE�VLWHV�
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