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Section I

WHAT CREATURE IS THIS?
What is the Federal Reserve System? The answer may surprise you.
It is not federal and there are no reserves.
Furthermore, the Federal Reserve Banks are not even banks.
The key to this riddle is to be found, not at the beginning of the story, but in the middle.
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Chapter One

THE JOURNEY TO JEKYLL ISLAND
The secret meeting on Jekyll Island in Georgia at
which the Federal Reserve was conceived; the
birth of a banking cartel to protect its members
from competition; the strategy of how to convince
Congress and the public that this cartel was an
agency of the United States government.
…the passengers drifted off to sleep that night to the rhythmic clicking of steel wheels against rail, little did
they dream that, riding in the car at the end of their train, were seven men who represented an estimated onefourth of the total wealth of the entire world. This was the roster of the Aldrich car that night:
1. Nelson W. Aldrich, Republican "whip" in the Senate, Chairman of the National Monetary Commission,
business associate of J.P. Morgan, father-in-law to John D. Rockefeller, Jr.;
2. Abraham Piatt Andrew, Assistant Secretary of the United States Treasury;
3. Frank A. Vanderlip, president of the National City Bank of New York, the most powerful of the banks at
that time, representing William Rockefeller and the international investment banking house of Kuhn, Loeb
& Company;
4. Henry P. Davison, senior partner of the J.P. Morgan Company;
5. Charles D. Norton, president of J.P. Morgan's First National Bank of New York;
6. Benjamin Strong, head of J.P. Morgan's Bankers Trust Company}
and
7. Paul M. Warburg, a partner in Kuhn, Loeb & Company, a representative of the Rothschild banking dynasty
in England and France, and brother to Max Warburg who was head of the Warburg banking consortium
in Germany and the Netherlands.
Each was a potentially fierce competitor. Somehow, they had to join forces. A method had to be devised to
enable them to continue to make more promises to pay-on-demand than they could keep. To do this, they had
to find a way to force all banks to walk the same distance from the edge, and, when the inevitable disasters
happened, to shift public blame away from themselves. By making it appear to be a problem of the national
economy rather than of private banking practice, the door then could be opened for the use of tax money rather
than their own funds for paying off the losses. Here, then, were the main challenges that faced that tiny but
powerful group assembled on Jekyll Island:
1. How to stop the growing influence of small, rival banks and to insure that control over the nation's financial
resources would remain in the hands of those present;
2. How to make the money supply more elastic in order to reverse the trend of private capital formation and to
recapture the industrial loan market;
3. How to pool the meager reserves of the nation's banks into one large reserve so that all banks will be
motivated to follow the same loan-to-deposit ratios. This would protect at least some of them from currency
drains and bank runs;
4. Should this lead eventually to the collapse of the whole banking system, then how to shift the losses from
the owners of the banks to the taxpayers.
THE CARTEL ADOPTS A NAME
Everyone knew that the solution to all these problems was a cartel mechanism that had been devised and
already put into similar operation in Europe. As with all cartels, it had to be created by legislation and
sustained by the power of government under the deception of protecting the consumer. The most important
task before them, therefore, can be stated as objective number five:
5. How to convince Congress that the scheme was a measure to protect the public.
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The task was a delicate one. The American people did not like the concept of a cartel. It could never be sold to
the voters. But, if the word cartel was not used, if the venture could be described with words which are
emotionally neutral-perhaps even alluring -then half the battle would be won. .
The first decision, therefore, was to follow the practice adopted in Europe. Henceforth, the cartel would
operate as a central bank. And even that was to be but a generic expression .. For purposes of public relations
and legislation, they would devise a name that would avoid the word bank altogether and which would conjure
the image of the federal government itself. Furthermore, to create the impression that there would be no
concentration of power, they would establish regional branches of the cartel and make that a main selling
point. Stephenson tells us: Aldrich entered this discussion at Jekyll Island an ardent convert to the idea of a
central bank. His desire was to transplant the system of one of the great European banks, say the Bank of
England, bodily to America. But political expediency required that such plans be concealed from the public.
As John Kenneth Galbraith explained it: It was his [Aldrich's] thought to outflank the opposition by having
not one central bank but many. And the word bank would itself be avoided.
With the exception of Aldrich, all of those present were bankers, but only one was an expert on the European
model of a central bank. Because of this knowledge, Paul Warburg became the dominant and guiding mind
throughout all of the discussions. Even a casual perusal of the literature on the creation of the Federal
Reserve System is sufficient to find that he was, indeed, the cartel’s mastermind. Galbraith says "... Warburg
has, with some justice, been called the father of the system. Professor Edwin Seligman, a member of the
international banking family of J. & W. Seligman, and head of the Department of Economics at Columbia
University, writes that " ... in its fundamental features, the Federal Reserve Act is the work of Mr. Warburg
more than any other man in the country.
…
In an address before the American Bankers Association the following year, Aldrich laid it out for anyone
who was really listening to the meaning of his words. He said: "The organization proposed is not a bank,
but a cooperative union of all the banks of the country for definite purposes. Precisely. A union of banks.

Two years later, in a speech before that same group of bankers, A. Barton Hepburn of Chase National
Bank was even more candid. He said: "The measure recognizes and adopts the principles of a central
bank. Indeed, if it works out as the sponsors of the law hope, it will make all incorporated banks together
joint owners of a central dominating power." l And that is about as good a definition of a cartel as one is
likely to find.
In 1914, one year after the Federal Reserve Act was passed into law, Senator Aldrich could afford to be less
guarded in his remarks. In an article published in July of that year in a magazine called The Independent, he
boasted: "Before the passage of this Act, the New York bankers could only dominate the reserves of New
York. Now we are able to dominate the bank reserves of the entire country."
MYTH ACCEPTED AS HISTORY
The accepted version of history is that the Federal Reserve was created to stabilize our economy. One of the
most widely-used textbooks on this subject says: "It sprang from the panic of 1907, with its alarming epidemic
of bank failures: the country was fed up once and for all with the anarchy of unstable private banking." Even
the most naive student must sense a grave contradiction between this cherished view and the System's actual
performance. Since its inception, it has presided over the crashes of 1921 and 1929; the Great Depression of
'29 to '39; recessions in '53, '57, '69, '75, and '81; a stock market "Black Monday" in '87; and a 1000% inflation
hich has destroyed 90% of the dollar's purchasing power.
Let us be more specific on that last point. By 1990, an annual income of $10,000 was required to buy what
took only $1,000 in 1914.4 That incredible loss in value was quietly transferred to the federal government in
the form of hidden taxation, and the Federal Reserve System was the mechanism by which it was
accomplished. Actions have consequences. The consequences of wealth confiscation by the Federal-Reserve
mechanism are now upon us. In the current decade, corporate debt is soaring; personal debt is greater than
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ever; both business and personal bankruptcies are at an all-time high; banks and savings and loan associations
are failing in larger numbers than ever before; interest on the national debt is consuming half of our tax
dollars; heavy industry has been largely replaced by overseas competitors; we are facing an international trade
deficit for the first time in our history; 75% of downtown Los Angeles and other metropolitan areas is now
owned by foreigners; and over half of our nation is in a state of economic recession.
FIRST REASON TO ABOLISH THE FED
That is the scorecard eighty years after the Federal Reserve was created supposedly to stabilize our economy!
There can be no argument that the System has failed in its stated objectives. Furthermore, after all this time,
after repeated changes in personnel, after operating under both political parties, after numerous experiments in
monetary philosophy, after almost a hundred revisions to its charter, and after the development of countless
new formulas and techniques, there has been more than ample opportunity to work out mere procedural flaws.
It is not unreasonable to conclude, therefore, that the System has failed, not because it needs a new set of rules
or more intelligent directors, but because it is incapable of achieving its stated objectives. If an institution
is incapable of achieving its objectives, there is no reason to preserve it-unless it can be altered in some way to
change its capability. That leads to the question: why is the System incapable of achieving its stated
objectives? The painful answer is: those were never its true objectives. When one realizes the
circumstances under which it was created, when one contemplates the identities of those who authored it, and
when one studies its actual performance over the years, it becomes obvious that the System is merely a cartel
with a government facade. There is no doubt that those who run it are motivated to maintain full employment,
high productivity, low inflation, and a generally sound economy. They are not interested in killing the goose
that lays such beautiful golden eggs. But, when there is a conflict between the public interest and the private
needs of the cartel-a conflict that arises almost daily-the public will be sacrificed. That is the nature of the
beast. It is foolish to expect a cartel to act in any other way.
SUMMARY
The basic plan for the Federal Reserve System was drafted at a secret meeting held in November of 1910 at the
private resort of J.P. Morgan on Jekyll Island off the coast of Georgia. Those who attended represented the
great financial institutions of Wall Street and, indirectly, Europe as well. The reason for secrecy was simple.
Had it been known that rival factions of the banking community had joined together, the public would have
been alerted to the possibility that the bankers were plotting an agreement in restraint of trade-which, of
course, is exactly what they were doing. What emerged was a cartel agreement with five objectives: stop the
growing competition from the nation's newer banks; obtain a franchise to create money out of nothing for the
purpose of lending; get control of the reserves of all banks so that the more reckless ones would not be
exposed to currency drains and bank runs; get the taxpayer to pick up the cartel's inevitable losses; and
convince Congress that the purpose was to protect the public. It was realized that the bankers would have to
become partners with the politicians and that the structure of the cartel would have to be a central
bank. The record shows that the Fed has failed to achieve its stated objectives. That is because those were
never its true goals. As a banking cartel, and in terms of the five objectives stated above, it has been an
unqualified success.

--------------------------1. Quoted by Kola, Triumph, p. 235.
2. Paul A. Samuelson, Economics, 8th ed. (New York: McGraw-Hill, 1970), p. 272.
3. See "Money, Banking, and Biblical Ethics," by Ronald H. Nash, Darrell Journal of Money and Banking, February, 1990.
4. When one considers that the income tax had just been introduced in 1913 and that such low figures were completely exempt, an
income at that time of $1,000 actually was the equivalent of earning $15,400 now, before paying 35% taxes. When the amount now
taken by state and local governments is added to the total bite, the figure is close to $20,000.
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Chapter Two

THE NAME OF THE GAME IS BAILOUT
The analogy of a spectator sporting event as a
means of explaining the rules by which taxpayers
are required to pick up the cost of bailing out the
banks when their loans go sour.
SUMMARY
The central fact to understanding these events is that all the money in the banking system has been created out
of nothing through the process of making loans. A defaulted loan, therefore, costs the bank little of tangible
value, but it shows up on the ledger as a reduction in assets without a corresponding reduction in liabilities. If
the bad loans exceed the size of the assets, the bank becomes technically insolvent and must close its doors.
The first rule of survival, therefore, is to avoid writing off large, bad loans and, if possible, to at least continue
receiving interest payments on them.
To accomplish that, the endangered loans are rolled over and increased in size. This provides the borrower
with money to continue paying interest plus fresh funds for new spending. The basic problem is not solved, but
it is postponed for a little while and made worse.
The final solution on behalf of the banking cartel is to have the federal government guarantee payment of the
loan should the borrower default in the future. This is accomplished by convincing Congress that not to do so
would result in great damage to the economy and hardship for the people. From that point forward, the burden
of the loan is removed from the bank's ledger and transferred to the taxpayer. Should this effort fail and the
bank be forced into insolvency, the last resort is to use the FDIC to payoff the depositors.
The FDIC is not insurance, because the presence of "moral hazard" makes the thing it supposedly protects
against more likely to happen. A portion of the FDIC funds are derived from assessments against the banks.
Ultimately, however, they are paid by the depositors themselves.
When these funds run out, the balance is provided by the Federal Reserve System in the form of freshly
created new money. his floods through the economy causing the appearance of rising prices but which, in
reality, is the lowering of the value of the dollar. he final cost of the bailout, therefore, is passed to the public
in the form of a hidden tax called inflation.
So much for the rules of the game. In the next chapter we shall look at the scorecard of the actual play itself.
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Chapter Three

PROTECTORS OF THE PUBLIC
The Game-Called-Bailout as it actually has been applied to specific cases including
Penn Central, Lockheed, New York City, Chrysler, Commonwealth Bank of Detroit,
First Pennsylvania
SECOND REASON TO ABOLISH THE FED
A sober evaluation of this long and continuing record of bail-outs leads to the second reason for abolishing the
Federal Reserve System: Far from being a protector of the public, it is a cartel operating against the public

interest.
SUMMARY
The game called bailout is not a whimsical figment of the imagination, it is for real. Here are some of the big
games of the season and their final scores.
In 1970, Penn Central railroad became bankrupt. The banks which loaned the money had taken over its board
of directors and had driven it further into the hole, all the while extending bigger and bigger loans to cover the
losses. Directors concealed reality from the stockholders and made additional loans so the company could pay
dividends to keep up the false front. During this time, the directors and their banks unloaded their stock at
unrealistically high prices. When the truth became public, the stockholders were left holding the empty bag.
The bailout, which was engineered by the Federal Reserve, involved government subsidies to other banks to
grant additional loans. Then Congress was told that the collapse of Penn Central would be devastating to the
public interest.
Congress responded by granting $125 million in loan guarantees so that banks would not be at risk. The
railroad eventually failed anyway, but the bank loans were covered. Penn Central was nationalized into
AMTRAK and continues to operate at a loss (which the taxpayers get to pay).
In 1970, as Lockheed faced bankruptcy, Congress heard essentially the same story. Congress agreed to
guarantee $250 million in new loans, which put Lockheed 60% deeper into debt than before. Now that
government was guaranteeing the loans, it had to make sure Lockheed became profitable. This was
accomplished by granting lucrative defense contracts at non-competitive bids. The banks were paid back.

In 1975, New York City had reached the end of its credit rope from an extravagant bureaucracy and a
miniature welfare state. Congress was told that the public would be jeopardized if city services were curtailed,
and that America would be disgraced in the eyes of the world. So Congress authorized additional direct loans
up to $2.3 billion, which more than doubled the size of the current debt. The banks continued to receive their
interest.
In 1978, Chrysler was on the verge of bankruptcy. Congress was informed that the public would suffer greatly
if the company folded. Congress guaranteed up to $1.5 billion in new loans. The banks' previously
uncollectible debt was converted into a government backed, interest-bearing asset.
In 1979, the First Pennsylvania Bank of Philadelphia became insolvent. With assets in excess of $9 billion, it
was nine-times the size of Commonwealth. The bankers and the Federal Reserve told the FDIC that the public
must be protected from the calamity, that the national economy was at stake, perhaps even the entire world. So
the FDIC gave a $325 million loan-interest-free for the first year, and at half the market rate thereafter. The
Federal Reserve offered money to other banks at a subsidized rate for the specific purpose of re-lending to
All of the money to accomplish these bailouts was made possible by the Federal Reserve System acting as the
"lender of last resort" That was one of the purposes for which it had been created.
We must not forget that the phrase "lender of last resort" means that the money is created out of nothing,
resulting in the confiscation of our nation's wealth through the hidden tax called inflation.
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Chapter Four

HOME, SWEET LOAN
The history of increasing government intervention
in the housing industry; the stifling of
free-market forces in residential real estate; the
resulting crisis in the S&L industry; the bailout of
that industry with money taken from the taxpayer.

SUMMARY
Our present-day problems within the savings-and-loan industry can be traced back to the Great Depression of
the 1930s. Americans were becoming impressed by the theories of socialism and soon embraced the concept
that it was proper for government to provide benefits for its citizens and to protect them against economic
hardship.
Under the Hoover and Roosevelt administrations, new government agencies were established which purported
to protect deposits in the S&Ls and to subsidize home mortgages for the middle class. These measures
distorted the laws of supply and demand and, from that point forward, the housing industry was moved out
of the free market and into the political arena.
Once the pattern of government intervention had been established, there began a long, unbroken series of
federal rules and regulations that were the source of windfall profits for managers, appraiser, brokers,
developers, and builders. They also weakened the industry by encouraging unsound business practices and
high-risk investments.
When these ventures failed, and when the value of real estate began to drop, many S&Ls became insolvent.
The federal insurance fund was soon depleted, and the government was confronted with its own promise to
bail out these companies but not having any money to do so.
The response of the regulators was to create accounting gimmicks whereby insolvent thrifts could be made to
appear solvent and, thus, continue in business. This postponed the inevitable and made matters considerably
worse. The failed S&Ls continued to lose billions of dollars each month and added greatly to the ultimate cost
of bailout, all of which would eventually have to be paid by the common man out of taxes and inflation. The
ultimate cost is estimated at over one trillion dollars.
Congress appears to be unable to act and is strangely silent. This is understandable. Many representatives and
senators are the beneficiaries of generous donations from the S&Ls. But perhaps the main reason is that
Congress, itself, is the main culprit in this crime. In either case, the politicians would like to talk about
something else.
In the larger view, the S&L industry is a cartel within a cartel. The fiasco could never have happened without
the cartel called the Federal Reserve System standing by to create the vast amounts of bailout money pledged
by Congress.
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Chapter Five

NEARER TO THE HEART'S DESIRE
The 1944 meeting in Bretton Woods, New Hampshire,
at which the world's most prominent socialists
established the International Monetary Fund
and the World Bank as mechanisms for eliminating
gold from world finance; the hidden agenda
behind the IMF/World Bank revealed as the
building of world socialism; the role of the Federal
Reserve in bringing that about.
SUMMARY
The IMF and the World Bank, were created at a meeting of global financiers and politicians held at Bretton
Woods, New Hampshire, in 1944. Their announced goals were to facilitate international trade and to stabilize
the exchange rates of national currencies.
The unannounced goals were quite different.
They were the elimination of the gold-exchange standard as the basis of currency valuation and the
establishment of world socialism.
The method by which gold was to be eliminated in international trade was to replace it with a World Currency
which the IMF, acting as a world central bank, would create out of nothing.
The method by which World Socialism was to be established was to use the World Bank to transfer moneydisguised as loans-to the governments of the underdeveloped countries and to do so in such a way as to insure
the demise of free enterprise. The money was to be delivered from the hands of politicians and bureaucrats
into the hands of other politicians and bureaucrats. When the money comes from government, goes to
government, and is administered by government, the result will be the expansion of government.
The theoreticians who dominated the conference at Bretton Woods were the well-known Fabian Socialist from
England, John Maynard Keynes, and the Assistant Secretary of the U.S. Treasury, Harry Dexter White. White
became the first Executive Director for the United States at the IMF.

The Fabians were an elite group of intellectuals who agreed with Communists as to the goal of socialism but
disagreed over tactics. Whereas Communists advocated revolution by force and violence, Fabians advocated
gradualism and the transformation of society through legislation.
It was learned in later years that Harry Dexter White was a member of a Communist espionage ring. Thus,
hidden from view, there was a complex drama taking place in which the two intellectual founders of the
Bretton-Woods accords were a Fabian Socialist and a Communist, working together to bring about their
mutual goal: world socialism.
While the IMF is gradually evolving into a central bank for the world, the World Bank is serving as its lending
arm. As such, it has become the engine for transferring wealth from the industrialized nations to the
underdeveloped countries. While this has lowered the economic level of the donating countries, it has not
raised the level of the recipients. The money has simply disappeared down the drain of political corruption and
waste.

The Creature From Jekyll Island

by G. Edward Griffin

Chapter Six

BUILDING THE NEW WORLD ORDER
The Game-Called-Bailout reexamined and shown
to be far more than merely a means of getting
taxpayers to foot the cost of bad loans; the final
play revealed as the merger of all nations into
world government; the unfolding of that strategy
as applied to Panama, Mexico, Brazil, Argentina,
China, Eastern Europe, and Russia.
Let us return now to the game called bailout. Everything in the previous chapter has been merely background
information to understand the game as it is played in the international arena.
Phrases such as, monetary coordination mechanisms, modern world economic order, convergence of political
values, or new world order are not very specific. To the average person, they sound pleasant and harmless.
They have a specific meaning: the termination of national sovereignty and the creation of world government.
1. International lending agencies provide the Social Democrats with money to purchase goods and services

from American firms. No one really expects them to repay. It is merely a clever method of redistributing
wealth from those who have it to those who don't-without those who have it catching on.
2. American firms do not need money to participate. Since their ventures are guaranteed, banks are anxious to
loan whatever mount of money is required. Efficiency or competitiveness are not important factors.
Contracts are awarded on the basis of political influence. Profits are generous and without risk.
3. When the Social Democrats eventually default in their contracts to the American firms or when the joint
venture loses money because of socialist mismanagement, the federal government provides funds to cover
corporate profits and repayment of bank loans.
There you have it: The Social Democrats get the goodies; the corporations get the profits, and the banks get the
interest on money created out of nothing. You know what the taxpayers get!
SUMMARY
The international version of the game called Bailout is similar but instead of justifying this as protecting the
American public, the pretense is that it is to save the world from poverty; and the main money Pipeline goes
from the Federal Reserve through the IMF/World Bank. Otherwise, the rules are basically the same.

There is another dimension to the game, the conscious and deliberate evolution of the IMF /World Bank
into a world central bank with the power to issue a world fiat currency. And that is an important step in an
even larger plan to build a true world government within the framework of the United Nations.
Economically strong nations are not candidates for surrendering their sovereignty to a world government.
So, the massive transfer of wealth from the industrialized nations to the less developed nations. When
their economies are drained, they will accept the loss of sovereignty in return for international aid.
Less developed countries are ruled by petty tyrants who care little for their people except how to extract
more taxes from them without causing a revolt. Loans from the IMF /World Bank are used primarily to
perpetuate themselves and their ruling parties in power - exactly what the IMF /World Bank intends.
The true goal of the transfer of wealth disguised as loans is to get control over the leaders of the less
developed countries. After these despots get used to the taste of such an unlimited supply of sweet cash,
they will never be able to break the habit. Ideology means nothing to them: capitalist, communist,
socialist, fascist, what does it matter so long as the money keeps coming. The IMF /World Bank literally
is buying these countries and using our money to do it.
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Section II

A CRASH COURSE ON MONEY
The eight chapters contained in this and the
following section deal with material that is
organized by topic, not chronology. Several of
them will jump ahead of events that are not
covered until later. Furthermore, the scope is such
that the reader may wonder what, if any, is the
connection with the Federal Reserve System.
Please be patient. The importance will eventually
become clear. It is the author's intent to cover
concepts and principles before looking at events.
Without this background, the history of the
Federal Reserve is boring. With it, the story
emerges as an exciting drama which profoundly
affects our lives today. So let us begin this
adventure with a few discoveries about the
nature of money itself.
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Chapter Seven

THE BARBARIC METAL
The history and evolution of money; the emergence
of gold as the universal money supply; the
attempts by governments to cheat their subjects
by clipping or debasing gold coins; the reality that
any quantity of gold will suffice for a monetary
system and that "more money" does not require
more gold.

SUMMARY
Knowledge of the nature of money is essential to an understanding of the Federal Reserve. Contrary to
common belief, the topic is neither mysterious nor complicated. For the purposes of this study, money is
defined as anything which is accepted as a medium of exchange. Building on that, we find there are four kinds
of money: commodity, receipt, fiat, and fractional. Precious metals were the first commodity money to appear
in history and ever since have been proven by actual experience to be the only reliable base for an honest
monetary system. Gold, as the basis of money, can, take several forms: bullion, coins, and fully backed paper
receipts.
Man has been plagued throughout history with the false theory that the quantity of money is important,
specifically that more money is better than less. This has led to perpetual manipulation and expansion of the
money supply through such practices as coin clipping, debasement of the coin content, and, in later centuries,
the issuance of more paper receipts than there was gold to track them. In every case, these practices have led to
economic and political disaster. In those rare instances where man has refrained from manipulating the money
supply and has allowed it to be determined by free-market production of the gold supply, the result has been
prosperity and tranquility.
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Chapter Eight

FOOL'S GOLD
The history of paper money without precious metal
backing forced on the public by government
decree; the emergence of our present-day
fractional-reserve banking system based on the
issuance of a greater amount of receipts for gold
than the bank has in gold to back them up.
SUMMARY
Fiat money is paper money without precious-metal backing which people are required by law to accept. The
first recorded appearance of fiat money was in thirteenth century China, but its use on a major scale did not
occur until colonial America. The experience was disastrous, leading to massive inflation, unemployment,
loss of property, and political unrest. During one period when the Bank of England forced the colonies to
abandon then fiat money, general prosperity quickly returned. The Revolutionary War brought fiat money
back to the colonies with a vengeance. The economic chaos that resulted led the colonial governments to
impose price controls and harsh legal tender laws, neither of which were effective.
Fractional money is defined as paper money with precious metal backing for part, not all, of its stated value. It
was introduced in Europe when goldsmiths began to issue receipts for gold which they did not have, thus only
a fraction of their receipts was redeemable. Fractional money always degenerates into pure fiat money.
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Chapter Nine

THE SECRET SCIENCE
The condensed history of fractional-reserve banking;
the unbroken record of fraud, booms, busts,
and economic chaos; the formation of the Bank of
England, the world's first central bank, which
became the model for the Federal Reserve System.
SUMMARY
The business of banking began in Europe in the fourteenth century. Its function was to evaluate, exchange, and
safeguard people's coins. In the beginning, there were notable examples of totally honest banks which operated
with remarkable efficiency considering the vast variety of coinage they handled. They also issued paper
receipts which were so dependable they freely circulated as money and cheated no one in the process. But
there was a great demand for more money and more loans, and the temptation soon caused the bankers to seek
easier paths. They began lending out pieces of paper that said they were receipts, but which in fact were
counterfeit. The public could not tell one from the other and accepted both of them as money. From that point
forward, the receipts in circulation exceeded the gold held in reserve, and the age of fractional-reserve banking
had dawned.
This led immediately to what would become an almost unbroken record from then to the present: a record of
inflation, booms and busts, suspension of payments, bank failures, repudiation of currencies, and recurring
spasms of economic chaos.
The Bank of England was formed in 1694 to institutionalize fractional-reserve banking. As the world's first
central bank, it introduced the concept of a partnership between bankers and politicians. The politicians would
receive spendable money (created out of nothing by the bankers) without having to raise taxes. In return, the
bankers would receive a commission on the transaction- deceptively called interest-which would continue in
perpetuity.
Since it all seemed to be wrapped up in the mysterious rituals of banking, which the common man was not
expected to understand, there was practically no opposition to the scheme. The arrangement proved so
profitable to the participants that it soon spread to many other countries in Europe and, eventually, to the
United States.
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Chapter Ten

THE MANDRAKE MECHANISM
The method by which the Federal Reserve creates
money out of nothing; the concept of usury as the
payment of interest on pretended loans; the true
cause of the hidden tax called inflation; the way in
which the Fed creates boom-bust cycles.
When banks place credits into your checking account, they are merely pretending to lend you money. In
reality, they have nothing to lend. Even the money that non-indebted depositors have placed with them was
originally created out of nothing in response to someone else's loan. So what entitles the banks to collect rent
on nothing? It is immaterial that men everywhere are forced by law to accept these nothing certificates in
exchange for real goods and services. We are talking here, not about what is legal, but what is moral. As
Thomas Jefferson observed at the time of his protracted battle against central banking in the United States,
"No one has a natural right to the trade of money lender, but he who has money to lend.
THIRD REASON TO ABOLISH THE FED
Centuries ago, usury was defined as any interest charged for a loan. Modern usage has redefined it as
excessive interest. Certainly, any amount of interest charged for a pretended loan is excessive. The
dictionary, therefore, needs a new definition. Usury: The charging of any interest on a loan of fiat

money.
Let us, therefore, look at debt and interest in this light. Thomas Edison summed up the immorality of the
system when he said: People who will not turn a shovel full of dirt on the project nor contribute a pound of
materials will collect more money ... than will the people who will supply all the materials and do all the work.
Is that an exaggeration? Let us consider the purchase of a $100,000 home in which $30,000 represents the cost
of the land, architect's fee, sales commissions, building permits, and that sort of thing and $70,000 is the cost
of labor and building materials.
If the home buyer puts up $30,000 as a down payment, then $70,000 must be borrowed.
If the loan is issued at 11% over a 3O-year period, the amount of interest paid will be $167,806.
That means the amount paid to those who loan the money is about 2-1/2 times greater than that paid to those
who provide all the labor and all the materials. It is true that this figure represents the time-value of that money
over thirty years and easily could be justified on the basis that a lender deserves to be compensated for
surrendering the use of his capital for half a lifetime. But that assumes the lender actually had something to
surrender, that he had earned the capital, saved it, and then loaned it for construction of someone else's house.
What are we to think, however, about a lender who did nothing to earn the money, had not saved it, and, in
fact, simply created it out of thin air? What is the time-value of nothing?
THE DISCOUNT WINDOW
The Discount Window is merely bankers' language for the loan window. When banks run short of money, the
Federal Reserve stands ready as the "bankers' bank" to lend it.
When a bank borrows a dollar from the Fed, it becomes a one-dollar reserve. Since the banks are required to
keep reserves of only about ten per cent, they actually can loan up to nine dollars for each dollar borrowed. 1
Let's take a look at the math. Assume the bank receives $1 million from the Fed at a rate of 8%.
The total annual cost, therefore, is $80,000 (.08 X $1,000,000).
The bank treats the loan as a cash deposit, which means it becomes the basis for manufacturing an additional
$9 million to be lent to its customers.
If we assume that it lends that money at 11% interest, its gross return would be $990,000 (.11 X $9,000,000).
Subtract from this the bank's cost of $80,000 plus an appropriate share of its overhead, and we have a net
return of about $900,000.
In other words, the bank borrows a million and can almost double it in one year. l That's leverage!
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But don't forget the source of that leverage: the manufacture of another $9 million which is added to the
nation's money supply.
THE OPEN MARKET OPERATION
The most important method used by the Federal Reserve for the creation of fiat money is the purchase and sale
of securities on the open market.
Don't expect what follows to make any sense. The trick lies in the use of words and phrases which have
technical meanings quite different from what they imply to the average citizen. So keep your eye on the words.
They are not meant to explain but to deceive. The process is not complicated. It is just absurd.
THE MANDRAKE MECHANISM: A DETAILED VIEW - Start with ...
GOVERNMENT DEBT
The federal government adds ink to a piece of paper, creates impressive designs around the edges, and calls it
a bond or Treasury note. It is merely a promise to pay a specified sum at a specified interest on a specified
date. This debt eventually becomes the foundation for almost the entire nation’s money supply.
In reality, the government has created cash, but it doesn't yet look like cash.
To convert these IOUs into paper bills and checkbook money is the function of The Federal Reserve System.
To bring about that transformation, the bond is given to the Fed where it is then classified as a ...
SECURITIES ASSET
An instrument of government debt is considered an asset because it is assumed the government will keep its
promise to pay. So the Federal Reserve now has an "asset" which can be used to offset a liability. It then
creates this liability by adding ink to yet another piece of paper and exchanging that with the government in
return for the asset. That second piece of paper is a ...
FEDERAL RESERVE CHECK
There is no money in any account to cover this check. Anyone else doing that would be sent to prison.
It is legal for the Fed, however, because Congress wants the money, and this is the easiest way to get it.
To raise taxes would be political suicide; to depend on the public to buy all the bonds would not be realistic;
and to print very large quantities of currency would be obvious and controversial.
The end result, however, is the same as turning on government printing presses and simply manufacturing fiat
money (money created by the order of government with nothing of tangible value backing it) to pay
government expenses. The Federal Reserve check received by the government then is endorsed and sent back
to one of the Federal Reserve banks where it now becomes a ...
GOVERNMENT DEPOSIT
Once the Federal Reserve check has been deposited into the government's account, it is used to pay
government expenses and, thus, is transformed into many ...
GOVERNMENT CHECKS
These checks become the means by which the first wave of fiat money floods into the economy. Recipients
now deposit them into their own bank accounts where they become ...
COMMERCIAL BANK DEPOSITS
Commercial bank deposits are liabilities to the bank because they are owed back to the depositors. But, as long
as they remain in the bank, they also are considered as assets because they are on hand. Through the magic of
fractional-reserve banking, the deposits are made to serve an additional and more lucrative purpose.
To accomplish this, the on-hand deposits now become reclassified in the books and called ...
BANK RESERVES
Reserves for what? Are these for paying off depositors should they want to close out their accounts? No.
Now that they have been given the name of "reserves," they become the magic wand to materialize even larger
amounts of fiat money. Here's how it works.
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The banks are permitted by the Fed to hold as little as 10% of their deposits in "reserve." That means, if they
receive deposits of $1 million from the first wave of fiat money created by the Fed, they have $900,000 more
than they are required to keep on hand ($1 million less 10% reserve). In bankers' language, that $900,000 is
called ...
EXCESS RESERVES
The word "excess" is a tip-off that these so-called reserves have a special destiny. Now that they have been
transmuted into an excess, they are considered as available for lending. And so in due course these excess
reserves are converted into ...
BANK LOANS
But wait a minute. How can this money be loaned out when it is owned by the original depositors who are still
free to write checks and spend it any time they wish? Isn't that a double claim against the same money? YES.
When the new loans are made, they are not made with the same money at all.
They are made with brand new money created out of thin air for that purpose.
The nation's money supply simply increases by ninety per cent of the bank's deposits.
Furthermore, with the new money, the banks collect interest, which is not too bad considering it cost them
nothing to make. Nor is that the end of the process. When this second wave of fiat money moves into the
economy, it comes right back into the banking system, just as the first wave did, in the form of ...
MORE COMMERCIAL BANK DEPOSITS
The process now repeats but with slightly smaller numbers each time around. What was a "loan" on Friday
comes back into the bank as a "deposit" on Monday. The deposit then is reclassified as a "reserve" and ninety
per cent of that becomes an "excess" reserve which, once again, is available for a new "loan."
Thus, the $1 million of first wave fiat money gives birth to $900,000 in the second wave,
and that gives birth to $810,000 in the third wave ($900,000 less 10% reserve).
It takes about twenty-eight times through the revolving door of deposits becoming loans becoming deposits
becoming more loans until the process plays itself out to the maximum effect, which is ...
BANK FIAT MONEY = UP TO 9 TIMES GOVERNMENT
The amount of fiat money created by the banking cartel is approximately nine times the amount of the original
government debt which made the entire process possible When the original debt itself is added to that figure,
we finally have ...
TOTAL FIAT MONEY = UP TO 10 TIMES GOVERNMENT
The total amount of fiat money created by the Federal Reserve and the commercial banks together is
approximately ten times the amount of the underlying government debt. To the degree that this newly created
money floods into the economy in excess of goods and services, it causes the purchasing power of all money,
both old and new, to decline. Prices go up because the relative value of the money has gone down. The result
is the same as if that purchasing power had been taken from us in taxes. This process, therefore, is that it is a ...
HIDDEN TAX = UP TO 10 TIMES THE NATIONAL DEBT
Without realizing it, Americans have paid over the years, in addition to their federal income taxes and excise
taxes, a completely hidden tax equal to many times the national debt! And that still is not the end of the
process. Since our money supply is purely an arbitrary entity with nothing behind it except debt, its quantity
can go down as well as up. When people are going deeper into debt, the nation's money supply expands and
prices go up, but when they payoff their debts and refuse to renew, the money supply contracts and prices
tumble. That is exactly what happens in times of economic or political uncertainty. This alternation between
periods of expansion and contraction of the money supply is the underlying cause of ...
BOOMS, BUSTS, AND DEPRESSIONS
Who benefits from all of this? Certainly not the average citizen. The only beneficiaries are the political
scientists in Congress who enjoy the effect of unlimited revenue to perpetuate their power, and the monetary
scientists within the banking cartel called the Federal Reserve System who have been able to harness the
American people, without their knowing it, to the yoke of modern feudalism.
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RESERVE RATIOS
The previous figures are based on a "reserve" ratio of 10% (a money-expansion ratio of 1O-to-l). Since the
money is fiat with no precious-metal backing, there is no real limitation except what the politicians and money
managers decide is expedient for the moment. Altering this ratio is the third way in which the Federal Reserve
can influence the nation's supply of money. Any time there is a "need" for more money, the ratio can be
increased to 20-to-l or 50- to-I, or the pretense of a reserve can be dropped altogether. There is virtually no
limit to the amount of fiat money that can be manufactured under the present system.
FOURTH REASON TO ABOLISH THE FED
Make no mistake about it, inflation is a tax. Furthermore, it is the most unfair tax of them all because it falls
most heavily upon those who are thrifty, those on fixed incomes, and those in the middle and lower income
brackets. The important point here is that this hidden tax would be impossible without fiat money. Fiat money
in America is created solely as a result of the Federal Reserve System. Therefore, it is totally accurate to say
that the Federal Reserve System generates our most unfair tax. Both the tax and the System that makes
it possible should be abolished.
The political scientists who authorize this process of monetizing the national debt, and the monetary scientists
who carry it out, know that it is not true debt. It is not true debt, because no one in Washington really expects
to repay it-ever. The dual purpose of this magic show is simply to create free spending money for the
politicians, without the inconvenience of raising direct taxes, and also to generate a perpetual river of gold
flowing into the banking cartel. The partnership is merely looking out for itself.
Why, then, does the federal government bother with taxes at all? Why not just operate on monetized debt?
The answer is twofold. First, if it did, people would begin to wonder about the source of the money, and that
might cause them to wake up to the reality that inflation is a tax. Thus, open taxes at some level serve to
perpetuate public ignorance which is essential to the success of the scheme. The second reason is that taxes,
particularly progressive taxes, are weapons by which elitist social planners can wage war on the middle
class.
REDISTRIBUTION OF WEALTH
The other purpose of taxation, according to Ruml, is to redistribute the wealth from one class of citizens to
another. This must always be done in the name of social justice or equality, but the real objective is to override
the free market and bring society under the control of the master planners.

As we have seen, Senator Nelson Aldrich was one of the creators of the Federal Reserve System. He also was
one of the prime sponsors of the Federal Income tax. The two creations work together as a far more delicate
mechanism for control over the economic and social life of society than either one alone.
SUMMARY
The American dollar has no intrinsic value. It is a classic example of fiat money with no limit to the quantity
that can be produced. Its primary value lies In the willingness of people to accept it and, to that end, legal
tender laws require them to do so.
It is true that our money is created out of nothing, but it is more accurate to say that it IS based upon debt. In
one sense, therefore, our money is created out of less than nothing. The entire money supply would vanish
into bank vaults and computer chips if all debts were repaid. Under the present System, therefore, our leaders
cannot allow a serious reduction in either the national or consumer debt. Charging interest on pretended loans
is usury, and that has become institutionalized under the Federal Reserve System.
The Mandrake Mechanism by which the Fed converts debt Into money may seem complicated at first, but it
is simple if one remembers that the process is not intended to be logical but to confuse and deceive.
The end product of the Mechanism is artificial expansion of the money supply, which is the root cause of the
hidden tax called inflation. This expansion then leads to contraction and, together, they produce the
destructive boom-bust cycle that has plagued mankind throughout history wherever fiat money has existed.
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Section III

THE NEW ALCHEMY
The ancient alchemists sought in vain to convert
lead into gold. Modern alchemists have
succeeded in that quest. The lead bullets of war
have yielded an endless source of gold for those
magicians who control the Mandrake
Mechanism. The startling fact emerges that,
without the ability to create fiat money, most
modern wars simply would not have occurred.
As long as the Mechanism is allowed to function,
future wars are inevitable. This is the story of how
that came to pass.
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Chapter Eleven

THE ROTHSCHILD FORMULA
The rise of the House of Rothschild in Europe; the
tradition among financiers of profiting from both
sides of armed conflict; the formula by which war
is converted into debt and debt converted back
into war.
So far we have adhered closely to the subject of money and the history of its manipulation by political
and monetary scientists. Now we are going to take a short detour along a parallel path and view some of
the same historical scenery from a different perspective. As we progress, it may seem that we have lost
our way, and you may wonder what connection any of this can possibly have with the Federal Reserve
System. Please be assured, however, it has everything to do with it, and, when we finally return to that
topic, the connection will have become painfully clear.
…
SUMMARY
By the end of the eighteenth century, the House of Rothschild had become one of the most successful financial
institutions the world has ever known. Its meteoric rise can be attributed to the great industry and shrewdness
of the five brothers who established themselves in various capitals of Europe and forged the world's first
international financial network. As pioneers in the practice of lending money to governments, they soon
learned that this provided unique opportunities to parlay wealth into political power as well. Before long, most
of the princes and kings of Europe had come within their influence.
The Rothschilds also had mastered the art of smuggling on a grand scale, often with the tacit approval of the
governments whose laws they violated. This was perceived by all parties as an unofficial bonus for providing
needed funding to those same governments, particularly in time of war. The fact that different branches of the
Rothschild network also might be providing funds for the enemy was pragmatically ignored. Thus, a timehonored practice among financiers was born: profiting from both sides.
The Rothschilds operated a highly efficient intelligence gathering system which provided them with advance
knowledge of important events, knowledge which was invaluable for investment decisions. When an
exhausted Rothschild courier delivered the first news of the Battle of Waterloo, Nathan was able to deceive the
London bond traders into a selling panic, and that allowed him to acquire the dominant holding of England's
entire debt at but a tiny fraction of its worth.
A study of these and similar events reveals a personality profile, not just of the Rothschilds, but of that special
breed of international financiers whose success typically is built upon certain character traits. Those include
cold objectivity, immunity to patriotism, and indifference to the human condition. That profile is the basis for
proposing a theoretical strategy, called the Rothschild Formula, which motivates such men to propel
governments into war for the profits they yield. This formula most likely has never been consciously phrased
as it appears here, but subconscious motivations and personality traits work together to implement it
nevertheless. As long as the mechanism of central banking exists, it will be to such men an irresistible
temptation to convert debt into perpetual war and war into perpetual debt.
In the following chapters we shall track the distinctive footprint of the Rothschild Formula as it leads up to our
own doorstep in the present day.
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Chapter Twelve

SINK THE LUSITANIA!
The role of J.P. Morgan in providing loans to England and France in World War I;
the souring of those loans as it became apparent that Germany would win; the
betrayal of a British ship and the sacrifice of American passengers as a stratagem to
bring America into the war; the use of American taxes to payoff the loans.
The origin of World War I usually is attributed to the assassination of Archduke Francis Ferdinand of AustriaHungary by a Serbian nationalist in 1914. This was a serious affront to Austria but hardly sufficient reason to
plunge the world into a mortal conflict that would claim over ten million lives and twenty million wounded.
American schoolchildren are taught that Uncle Sam came into the war "to make the world safe for
democracy." But, as we shall see, the American war drums were pounded by men with far less idealistic
objectives.
CHURCHILL SETS A TRAP
From England's point of view, the handwriting on the wall was clear. Unless the United States could be
brought into the war as her ally, she soon would have to sue for peace. The challenge was how to push
Americans off their position of stubborn neutrality. It is inconceivable to many that English leaders might
have deliberately plotted the destruction of one of their own vessels with American citizens aboard as a means
of drawing the United States into the war as an ally. Surely, any such idea is merely German propaganda.
Let's take a closer look at this conspiracy theory. Winston Churchill, who was First Lord of the Admiralty at
that time, said:
There are many kinds of maneuvers in war. ... There are maneuvers in time, in diplomacy,
in mechanics, in psychology; The maneuver which brings an ally into the field is as serviceable
as that which wins a great battle.
The maneuver chosen by Churchill was particularly ruthless. Under what was called the Cruiser Rules,
warships of both England and Germany gave the crews of unarmed enemy merchant ships a chance to take to
the lifeboats before sinking them. But, in October of 1914, Churchill issued orders that British merchant ships
must no longer obey a U-boat order to halt and be searched. If they had armament, they were to engage the
enemy. If they did not, they were to attempt to ram the sub. The immediate result of this change was to force
German U-boats to remain submerged for protection and to simply sink the ships without warning .
Why would the British want to do such a stupid thing that would cost the lives of thousands of their own
seamen? The answer is that it was not an act of stupidity. It was cold blooded strategy. Churchill boasted:
“The first British countermove, made on my responsibility, was to deter the Germans from surface
attack. The submerged U-boat had to rely increasingly on underwater attack and thus ran the greater
risk of mistaking neutral for British ships and of drowning neutral crews and thus embroiling Germany
with other Great Powers.” 1
1. To increase the likelihood of accidentally sinking a ship from a neutral "Great Power," Churchill ordered
British ships to remove their names from their hulls and, when in port, to fly the flag of a neutral power,
preferably that of the United States. As further provocation, the British navy was ordered to treat captured
U-boat crew members not as prisoners of war but as felons. "Survivors," wrote Churchill, "should be taken
prisoner or shot-whichever is the most convenient.
2. Other orders, which now are an embarrassing part of official navy archives, were even more ruthless: "In all
actions, white flags should be fired upon with promptitude.
3. The trap was carefully laid. The German navy was goaded into a position of shoot-first and ask questions
later and, under those conditions, it was inevitable that American lives would be lost.
A FLOATING MUNITIONS DEPOT
The Lusitania’s cargo included 600 tons of gun cotton, 4 six-million rounds of ammunition, 1,248 cases of
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shrapnel shells, plus an unknown quantity of munitions that completely filled the holds on the lowest deck and
the trunkways and passageways of F deck. In addition there were many tons of "cheese," "lard," "furs" and
other items, which were shown later to be falsely labeled. They were all consigned through the J.P. Morgan
Company. But none of this was suspected by the public, least of all those hapless Americans who
unknowingly booked a passage to death for themselves and their families as human decoys in a global game of
high finance and low politics.
The German embassy in Washington was well aware of the nature of the cargo being loaded aboard the
Lusitania and filed a formal complaint to the United States government, because almost all of it was in direct
violation of international neutrality treaties.
The response was a flat denial of any knowledge of such cargo. Seeing that the Wilson Administration was
tacitly approving the shipment, the German embassy made one final effort to avert disaster. It placed an ad in
fifty East Coast newspapers, including those in New York City, warning Americans not to take passage on the
Lusitania. The ad was prepaid and requested to be placed on the paper's travel page a full week before the
sailing date. It read as follows:
NOTICE!
TRAVELERS intending to embark on the Atlantic voyage are reminded that a state of war exists
between Germany and her allies and Great Britain and her allies; that the zone of war includes the
waters adjacent to the British Isles; that, in accordance with formal notice given by the Imperial
German Government, vessels flying the flag of Great Britain, or of any of her allies, are liable to
destruction in those waters and that travelers sailing in the war zone on ships of Great Britain or her
allies do so at their own risk.
IMPERIAL GERMAN EMBASSY

Washington, D.C., April 22, 1915.
Although the ad was in the hands of newspapers in time for the requested deadline, the State Department
intervened and, raising the specter of possible libel suits, frightened the publishers into not printing it without
prior clearance from State Department attorneys.
Of the fifty newspapers, only the Des Moines Register carried the ad on the requested date. What happened
next is described by Simpson:
George Viereck [a German who had placed the ads on behalf of the embassy] spent April 26 asking
the State Department why his advertisement had not been published. Eventually he managed to obtain
an interview with [Secretary of State, William Jennings] Bryan and pointed out to him that on all but
one of her wartime voyages the Lusitania had carried munitions. He informed Bryan, no fewer than
six million rounds of ammunition were due to be shipped on the Lusitania the following Friday and
could be seen at that moment being loaded on pier 54. Bryan promised Viereck that he would
endeavor to persuade the President publicly to warn Americans not to travel. No such warning was
issued by the President, but there can be no doubt that President Wilson was told of the character of
the cargo destined for the Lusitania. He did nothing, but was to concede on the day he was told of her
sinking that his foreknowledge had given him many sleepless hours.
It is probably true that Wilson was a pacifist at heart, but it is equally certain that he was not entirely the
master of his own destiny. He was a transplanted college professor from the ivy-covered walls of Princeton,
an internationalist at heart who dreamed of helping to create a world government and to usher in a millennium
of peace. But he found himself surrounded by and dependent upon men of strong wills, astute political
aptitudes, and powerful financial resources. Against these forces, he was all but powerless to act on his own,
and there is good reason to believe that he inwardly suffered over many of the events in which he was
compelled to participate.
We shall leave it to others to moralize about a man who, by his deliberate refusal to warn his countrymen of
their mortal peril, sends 195 of them to their watery graves. We may wonder, also, about how such a man can
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commit the ultimate hypocrisy of condemning the Germans for this act and then doing everything possible to
prevent the American public from learning the truth.
….
THE CRY FOR WAR
The players wasted no time in whipping up public sentiment. Wilson sent a note of outraged indignation to the
Imperial German Government, and this was widely quoted in the press. By that time, Bryan had become
completely disillusioned by the duplicity of his own government. On May 9, he sent a dour note to Wilson:
Germany has a right to prevent contraband going to the Allies and a ship carrying contraband should
not rely upon passengers to protect her from attack-it would be like putting women and children in
front of an army. 1
This did not deter Wilson from his commitment. The first note was followed by an even stronger one with
threatening overtones, which was intensely discussed at the Cabinet meeting on the first of June. McAdoo,
who was present at the meeting, says:
After the meeting he told the President, as I learned later, that he could not sign the note .... Bryan
went on to say that he thought his usefulness as Secretary of State was over, and he proposed to resign.
At the request of Wilson, McAdoo was dispatched to the Bryans' home to persuade the Secretary to change
his mind, lest his resignation be taken as a sign of disunity within the President's Cabinet. But, his decision
remained firm.
What irony. In chapter seventeen we shall review the total war waged by President Jackson against the Bank
of the United States, the predecessor of the Federal Reserve System, and we shall be reminded that it was
Jackson who prophesied:
Is there no danger to our liberty and independence in a bank that in its nature has so little to bind
it to our country? .. [Is there not] cause to tremble for the purity of our elections in peace and for the
independence of our country in war? .. Controlling our currency, receiving our public monies, and
holding thousands of our citizens in dependence, it would be more formidable and dangerous than a
naval and military power of the enemy.
One can only wonder what thoughts went through Bryan's mind as he recalled Jackson's warning and
applied it to the artificially created war hysteria that, at that very moment, was being generated by the
financial powers on Wall Street and at the newly created Federal Reserve.
Congress. could not resist the combined pressure of the press and the President. On April 16, 1917, the United
States officially declared war on the Axis powers.
Eight days later, Congress dutifully passed the War Loan Act which extended $1 billion in credit to the Allies.
Within three months the British had run up their overdraft with Morgan to $400 million dollars, and the firm
presented it to the government for payment. The Treasury, however, was unable to put its hands on that
amount of money and, at first, refused to pay. So, the Federal Reserve System simply created the needed
money through the Mandrake Mechanism. Over the following months in 1917-18, the Treasury quietly paid
Morgan piecemeal for the overdraft." By the time the war was over, the Treasury had. loaned a total of
$9,466,000,000 including $2,170,000,000 given after the Armistice.
In addition to saving the Morgan loans, even larger profits were to be made from war production. The
government had been secretly preparing for war for six months prior to the actual declaration. According to
Franklin D. Roosevelt, then Assistant Secretary of the Navy, the Navy Department began extensive
purchasing of war supplies in the Fall of 1916. Ferdinand Lundberg adds this perspective:
All the strategic government posts, were reserved for the Wall Street patriots. On the most vital
appointments, Wilson consulted with Dodge [President of Rockefeller's National City Bank], who ...
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recommended the hither to unknown [Bernard] Baruch, speculator in copper stocks, as chairman of the
all-powerful War Industries Board. Baruch spent government funds at the rate of $10,000,000,000
annually and packed the War Industries Board and its committees with past and future Wall Street
manipulators, industrialists, financiers, and their agents ... who fixed prices on a cost-plus basis and
saw to it that costs were grossly padded so as to yield hidden profits ....
The American soldiers fighting in the trenches, the people working at home, the entire nation under
arms, were fighting, not only to subdue Germany, but to subdue themselves. The total wartime
expenditure of the United States government from April 6, 1917, to October 31, 1919, when the last
contingent of troops returned from Europe, was $35,413,000,000. Net corporation profits for the
period January 1, 1916, to July, 1921, were $38,000,000,000, or approximately the amount of the war
expenditures. More than two-thirds of these corporation profits were taken by precisely those
enterprises which the Pujo Committee had found to be under the control of the "Money Trust."
The banking cartel was able, through the operation of the Federal Reserve System, to create the money to give
to England and France so they, in turn, could pay back the American banks exactly as was to be done again in
World War II and again in the Big Bailout of the 1980s and '90s. It is true that, in 1917, the recently enacted
income tax was useful for raising a sizable amount of revenue to conduct the war and, to take purchasing
power away from the middle class.
But the greatest source of funding came, as it always does in wartime, not from direct taxes, but from the
hidden tax called inflation. Between 1915 and 1920, the money supply doubled from $20.6 billion to $39.8
billion. Conversely, during World War-I, the purchasing power of the currency fell by almost 50%.
That means Americans unknowingly paid to the government approximately one-half of every dollar that
existed. And that was in addition to their taxes. This massive infusion of money was the product of the
Mandrake Mechanism and cost nothing to create. Yet, the banks were able to collect interest on it all.
SUMMARY
To finance the early stages of World War I, England and France had borrowed heavily from investors in
America and had selected the House of Morgan as sales agent for their bonds. But the war began to go badly
for the Allies when Germany's submarines took virtual control of the Atlantic shipping lanes. As England and
France moved closer to defeat or a negotiated peace on Germany's terms, it became increasingly difficult to
sell their bonds, and the Morgan cash flow was threatened. .
The only way to save the British Empire, to restore the value of the bonds, and to sustain the Morgan cash
flow was for the United States government to provide the money. But, America would have to be brought into
the war. A secret agreement to that effect was made between British officials and Colonel House, with the
concurrence of the President. From that point forward, Wilson began to pressure Congress for a declaration of
war. This was done at the very time he was campaigning for reelection on the slogan "He kept us out of war."
Meanwhile, Morgan purchased control over major segments of the news media and engineered a nation-wide
editorial blitz against Germany, calling for war as an act of American patriotism.
Morgan had created an international shipping cartel, including Germany's merchant fleet, which maintained a
near monopoly on the high seas. The Lusitania was built to military specifications, was registered as an
armed auxiliary cruiser and carried passengers as a cover to conceal her real mission, which was to bring
contraband war materials from the United States. This fact was known to Wilson and others in his
administration, but they did nothing to stop it. When the German embassy tried to issue a warning to
American passengers, the State Department intervened and prevented newspapers from printing it. When the
Lusitania left New York harbor on her final voyage, she was a floating ammunition depot.
The British knew that to draw the United States into the war would be the difference between defeat and
victory, and anything that could accomplish that was proper – even the coldly calculated sacrifice of one of
her great ships with Englishmen aboard. But the trick was to have Americans on board also in order to create
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a proper emotional climate in the United States. As the Lusitania moved into hostile waters, Winston
Churchill, ordered her destroyer protection to abandon her, which made her an easy target. After the impact
of one well placed torpedo, a second explosion from within ripped her apart, and the ship that many believed
could not be sunk, gurgled to the bottom in less than eighteen minutes.
The deed had been done, and it set in motion great waves of revulsion against the Germans. These waves
eventually flooded through Washington and swept the United States into war. Within days of the declaration,
Congress voted $1 billion in credit for England and France. $200 million was sent to England immediately and
was applied to the Morgan account. The vast quantity of money needed to finance the war was created by the
Federal Reserve System, which means it was collected from Americans through that hidden tax called
inflation. Within Just five years, this tax had taken fully one-half of all they had saved. The infinitely higher
cost in American blood was added to the bill.
Thus it was that Churchill maneuvered for military advantage, Morgan sought the profits of war, House
schemed for political power, and Wilson dreamed of a chance to dominate a post-war League of Nations.
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Chapter Thirteen

MASQUERADE IN MOSCOW
The secret society founded by Cecil Rhodes for the purpose of world dominion; the
establishment in America of a branch of that group called the Council on Foreign Relations;
the role played by financiers representing both of these groups in financing the Russian
revolution; the use of the Red Cross mission in Moscow as a cover for that maneuver.
One of the greatest myths of contemporary history is that the Bolshevik Revolution in Russia was a popular
uprising of the downtrodden masses against the hated ruling class of the Tsars. As we shall see, however, the
planning, the leadership, and especially the financing came entirely from outside Russia, mostly from
financiers in Germany, Britain, and the United States. Furthermore, we shall see that the Rothschild Formula
played a major role in shaping these events.

FIFTH REASON TO ABOLISH THE FED
There are few historians who would challenge the fact that the funding of World War I, World War II, the
Korean War, and the Vietnam War was accomplished by the Mandrake Mechanism through the Federal
Reserve System.
An overview of all wars since the establishment of the Bank of England in 1694 suggests that most of them
would have been greatly reduced in severity, or perhaps not even fought at all, without fiat money.
It is the ability of governments to acquire money without direct taxation that makes modern warfare possible,
and a central bank has become the preferred method of accomplishing that.
One can argue the necessity, or at least the inevitability, of fiat money in time of war as a means of raw
survival. That is the primal instinct of both individuals and governments, all other considerations aside. We
shall leave that for the philosophers.
But there can be no debate over the fact that fiat money in time of peace has no such justification.
Furthermore, the ability of governments and banking institutions to use fiat money to fund the wars of other
nations is a powerful temptation for them to become embroiled in those wars for personal profit, political
advancement, or other reasons which fall far short of a moral justification for bloodshed.
The Federal Reserve System has always served that function. The on-going strategy of building up the
military capabilities of America's potential enemies leaves us no reason to believe we have seen the last of
war. Therefore, it is not an exaggeration to say that the Federal Reserve System encourages war.
There can be no better reason for the Creature to be put to sleep

SUMMARY
The·Bolshevik revolution was not a spontaneous uprising of the masses. It was planned, financed, and
orchestrated by outsiders. Some of the financing came from Germany which hoped that internal problems
would force Russia out of the war against her. But most of the money and leadership came from financiers in
England and the United States. It was a perfect example of the Rothschild formula in action.
This group centered mainly around a secret society created by Cecil Rhodes, one of the world's wealthiest men
at the time. The purpose of that group was nothing less than world dominion and the establishment of a
modern feudalist society controlled by the world's central banks. Headquartered in England, the Rhodes innermost directorate was called the Round Table. There were established subordinate structures called Round
Table Groups. That Group in the United States became known as the Council on Foreign Relations.
The CFR, which was initially dominated by J.P. Morgan and later by the Rockefellers, is the most powerful
group in America today. It is even more powerful than the federal government, because almost all of the key
positions in government are held by its members. In other words, it is the United States government.
Agents of these two groups cooperated closely in pre-revolutionary Russia and particularly after the Tsar was
overthrown. The American contingent in Russia disguised itself as a Red Cross mission allegedly doing
humanitarian work. Cashing in on their close friendship with Trotsky and Lenin, they obtained profitable
business concessions from the new government which returned their initial investment many times over.
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Chapter Fourteen

THE BEST ENEMY MONEY CAN BUY
The coup d'etat in Russia in which the Bolshevik
minority seized control from the revolutionary
majority; the role played by New York financiers,
masquerading as Red Cross officials, in supporting
the Bolsheviks; the unbroken record since then
of American assistance in building Russia's war making
potential; the emergence of a "credible
enemy" in accordance with the Rothschild
Formula.
In the previous section we saw that the Red Cross Mission in revolutionary Russia was, in the words of its own
personnel, "nothing but a mask." This leads to the logical question, what were the true motives and goals that
were hidden behind that mask.

In later years, it would be explained by the participants themselves that they simply were engaged in a
humanitarian effort to keep Russia in the war against Germany and, thus, to help the cause of freedom for
England and her allies. For Jacob Schiff and other Jewish financiers in New York, there was the additional
explanation that they opposed the Tsar because of his anti-Semitism.
These, of course, are admirable motives, and they have been uncritically accepted by mainstream historians
ever since. Unfortunately, the official explanations do not square with the facts.
…
SUMMARY
The Bolshevik Revolution was a coup d'etat in which a radical minority captured the Russian government
from the moderate revolutionary majority. They accomplished this through deception, organization, discipline,
and surprise. The Red Cross Mission of New York financiers threw support to the Bolsheviks and, in return,
received economic rewards in the form of rights to Russia's natural resources plus contracts for construction
and supplies. The continued participation in the economic development of Russia and Eastern Europe since
that time indicates that this relationship has survived to the present day. These financiers are not procommunist nor pro-anything else. Their motivation is profit and power. They are now working to bring both
Russia and the United States into a world government which they expect to control. War and threats of war are
tools to prod the masses toward the acceptance of that goal. It is essential, therefore, that the United States and
the industrialized nations of the world have credible enemies. As these words are being written, Russia is
wearing the mask of peace and cooperation. But we have seen that before. We may yet see a return of the Evil
Empire when the timing is right. U.S. government and megabank funding, first of Russian, and now of
Chinese and Middle-East military capabilities, cannot be understood without this insight.
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Section IV

A TALE OF THREE BANKS
It has been said that those who are ignorant of
history are doomed to repeat its mistakes. It may
come as a surprise to learn that the Federal
Reserve System is America's fourth central bank,
not its first. We have been through all this before
and, each time, the result has been the same.
Interested in what happened? Then let's set the
coordinates of our time machine to the colony of
Massachusetts and the year 1690. To activate, turn
the page.
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Chapter Fifteen

THE LOST TREASURE MAP
The bitter experience of the American colonies
with fiat money; the resolve of the founding
fathers to prohibit the new nation from resorting
to paper money without backing; the drafting of
the Constitution to that end; the creation of a true
American dollar; the prosperity that followed.
SUMMARY
The Constitution prohibits both the states and the federal government from issuing fiat money. This was the
deliberate intent of the Founding Fathers who had bitter experience with fiat money before and especially
during the Revolutionary War. In response to the need to have a precisely defined national monetary unit,
Congress adopted the Spanish dollar then currently in use and defined the content of that dollar to be 371.25
grains of pure silver.
With the establishment of a federal mint, American silver dollars were issued in accordance with that standard,
and gold Eagles also were produced which were then equal in value to ten silver dollars. Most importantly,
free coinage was established wherein Americans were able to convert their raw silver and gold into national
coins officially certified by the government as to their intrinsic value. The product of these measures was a
period of sound money and great economic prosperity, a period that would come to an end only when the next
generation of Americans forgot to read their history and returned to the use of paper money and "bills of
credit."
The monetary plan laid down by the Founding Fathers was the product of collective genius. Nowhere in
history can one find so many men in one legislative body who understood the fraud inherent in fiat money and
the hidden-taxation nature of inflation.
There was never such an assembly of scholars and statesmen determined to set a safe course for the nation of
their own creation. Literally, they handed us a treasure map. All we had to do was follow it to economic
security and national prosperity. But, as we shall see in the following sections, that map was discarded when
the lessons of history died out with those who had lived it.
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Chapter Sixteen

THE CREATURE COMES TO AMERICA
The story of the Bank of North America, the nation's first central bank,
which was formed even before the Constitution was drafted; the story of
the First Bank of the United States, the nation's second central bank, which
was formed in 1791; the massive inflation caused by both banks; the causes
of their demise.
JUGGLING TRICKS AND BANKING DREAMS
Leaning against the storm of paper money all this time was Thomas Jefferson, by now, past-President of the
United States. Trying to bring the nation to its senses, he never ceased speaking out against the evil of
dishonest money and debt:
And still, Congress did not listen.
SUMMARY
America had its first central bank even before the Constitution was drafted. It was called the Bank of North
America and was chartered by the Continental Congress in 1781. Modeled after the Bank of England, it was
authorized to issue more paper promissory notes than it held in deposits. In the beginning, these notes were
widely circulated and served as a national currency. Although the bank was essentially a private institution, it
was designed for the purpose of creating money to lend to the federal government, which it did from the start.
The Bank of North America was riddled with fraud, and it quickly fell into political disfavor. Its inflated bank
notes eventually were rejected by ordinary citizens and ceased to circulate outside of the Bank's home city of
Philadelphia. Its charter was allowed to expire and, in 1783, it was converted into a purely commercial bank
chartered by the state of Pennsylvania.
The advocates of fiat money did not give up. In 1791, the First Bank of the United States (America's second
central bank) was created by Congress. The new bank was a replica of the first, including fraud. Private
investors in the Bank were among the nation's most wealthy and influential citizens, including some
Congressmen and Senators. But the largest investment and the most powerful influence in the new Bank came
from the Rothschilds in Europe.
The Bank set about immediately to serve its function of creating money for the government. This led to a
massive inflation of the money supply and rising prices. In the first five years, 42% of everything people had
saved in the form of money was confiscated through the hidden tax called inflation. This was the same
phenomenon that had plagued the colonies less than two decades earlier, but instead of being caused by
printing-press money, it was now fueled by fractional-reserve bank notes created by a central bank.
As the time for renewal of the Bank's charter approached, two groups with opposite intentions became strange
political allies against it: the Jeffersonians who wanted sound money; and the frontier banks, called
wildcatters, who wanted unlimited license to steal. On January 24,1811, the charter was defeated by one vote
in the Senate and one in the House. The central bank was gone, but the wildcatters were everywhere.
The War of 1812 was not popular among the American public, and funding would have been impossible
through taxes alone. The government chose to fund the war by encouraging wildcat banks to purchase its wardebt bonds and convert them into bank notes which the government then used to purchase war material.
Within two years, the nation's money supply had tripled, and so had prices. Once again, the monetary and
political scientists had succeeded in fleecing the American public of approximately 66% of all the money they
held during that period. And that was on top of the 42% fleecing they got a few years earlier by the Bank of
the United States.
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Chapter Seventeen

A DEN OF VIPERS
The story of the Second Bank of the United States,
the nation's third central bank; the election of
Andrew Jackson on an anti-bank platform; the
battle between President Jackson and the head of
the bank, Nicholas Biddle; the deliberate creation
of a depression to frighten the public into keeping
the bank; Jackson's ultimate victory.

SUMMARY
The government had encouraged widespread banking fraud during the War of 1812 as an expedient for paying
its bills, and this had left the nation in monetary chaos. At the end of the war, instead of allowing the
fraudulent banks to fall and letting the free market heal the damage, Congress decided to protect the banks, to
organize the fraud, and to perpetuate the losses. It did this by creating the nation's third central bank called the
Second Bank of the United States.
The new bank was almost an exact carbon copy of the previous one. It was authorized to create money for the
federal government and to regulate state banks. It influenced larger amounts of capital and was better
organized across state lines than the old bank. Consequently its policies had a greater impact on the creation
and extinguishing of the nation's money supply. For the first time in our history, the effects began to ricochet
across the entire country at once instead of being confined to geographical regions. The age of the boom-bust
cycle had at last arrived in America.
In 1820, public opinion began to swing back in favor of the sound-money principles espoused by the
Jeffersonian Republicans. But since the Republican Party had by then abandoned those principles, a new
coalition was formed, headed by Martin Van Buren and Andrew Jackson, called the Democrat Party. One of
its primary platforms was the abolishment of the Bank. After Jackson was elected in 1828, he began in full
earnest to bring that about.
The head of the Bank was a formidable adversary by the name of Nicholas Biddle. Biddle, not only possessed
great personal abilities, but many members of Congress were indebted to him for business favors.
Consequently, the Bank had many political friends.
As Jackson's first term of office neared its end, Biddle asked Congress for an early renewal of the Bank's
charter, hoping that Jackson would not risk controversy in a reelection year. The bill was easily passed, but
Jackson accepted the challenge and vetoed the measure. Thus, a battle over the Bank's future became the
primary presidential campaign issue.
Jackson was reelected by a large margin, and one of his first acts was to remove federal deposits from the
Bank and place them into private, regional banks. Biddle counterattacked by contracting credit and calling in
loans. This was calculated to shrink the money supply and trigger a national panic-depression, which it did. He
publicly blamed the downturn on Jackson's removal of deposits.
The plan almost worked. Biddle's political allies succeeded in having Jackson officially censured in the Senate.
However, when the truth about Biddle's strategy finally leaked out, it backfired against him. He was called
before a special Congressional investigative committee to explain his actions, the censure against Jackson
was rescinded, and the nation's third central bank passed into oblivion.
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Chapter Eighteen

LOAVES AND FISHES AND CIVIL WAR
Attempts to stabilize the banking system by political measures, including
regulation of fractional-reserve ratios and establishing bank-failure insurance
funds; the failure of all such schemes; the resulting economic conditions that
led up to the Civil War.
The relative unimportance of slavery as a cause for war was made clear by Lincoln himself during his
campaign for the Presidency in 1860, and he repeated that message In his first inaugural address:
Apprehension seems to exist among the people of the Southern States that by the accession of a
Republican administration their property and their peace and personal security are to be endangered...
I have no purpose, directly or indirectly, to interfere with the institution of slavery in the states where
it now exists. I believe I have no lawful right to do so, and I have no inclination to do so.
Even after the outbreak of war in 1861, Lincoln confirmed his previous stand. He declared:
My paramount object in this struggle is to save the Union, and it is not either to save or destroy
slavery. If I could save the Union without freeing any slave, I would do it; and if I could save it by
freeing al the slaves, I would do it; and if I could do it by freeing some and leaving others alone, I
would also do that.
It may come as a surprise to learn that, by strict definition, Abraham Lincoln was a white supremacist. In his
fourth debate with Senator Stephen Douglas, he addressed the subject bluntly:
I am not nor ever have been in favor of bringing about in any way the social and political equality of
the white and black races-that I am not nor ever have been in favor of making voters or jurors of
Negroes, nor of qualifying them to hold office, nor to intermarry with white people; and I will say in
addition to this that there is a physical difference between the white and black races which I believe
will forever forbid the two races living together on terms of social and political equality.
Lincoln was not indifferent to the institution of slavery, for he felt strongly that it was a violation of personal
and national morality, but he also knew that slavery was gradually being swept away and he believed that it
would soon disappear in America simply by allowing the natural forces to work their way through the political
system. He rightly feared that to demand immediate and total reform, not only would destroy the Union, it
would lead to more bloodshed and human suffering than was endured even under slavery itself. He said:
I have not allowed myself to forget that the abolition of the Slave trade by Great Britain was
agitated a hundred years before it was a final success. School boys know that Wilbeforce and
Granville Sharpe helped that cause forward; but who can now name a single man who labored
to retard it? Remembering these things I cannot but regard it as possible that the higher object
of this contest may not be completely attained within the term of my natural life.
If Lincoln's primary goal in the War was not the abolition of slavery but simply to preserve the Union, the
question arises:
Why did the Union need preserving? Or, more pointedly, why did the Southern states want to secede?
LEGAL PLUNDER, NOT SLAVERY, THE CAUSE OF WAR
The South, being predominantly an agricultural region, had to import practically all of its manufactured goods
from the Northern states or from Europe, both of which reciprocated by providing a market for the South's
cotton. However, many of the textiles and manufactured items were considerably cheaper from Europe, even
after the cost of shipping had been added. The Southern states, therefore, often found it to their advantage to
purchase these European goods rather than those made in the North. This put considerable competitive
pressure on the American manufacturers to lower their prices and operate more efficiently.
The Republicans were not satisfied with that arrangement. Claiming that this was in the "national interest,"
they levied stiff import duties on most items coming from Europe that were also manufactured in the North.
No duty was applied to cotton, which, presumably, was not a commodity in the national interest. European
countries countered by stopping the purchase of U.S. cotton, which badly hurt the Southern economy.
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The other result was that manufacturers in the North were able to charge higher prices without fear of
competition, and the South was forced to pay more for practically all of its necessities. It was a classic case of
legalized plunder in which the law was used to enrich one group of citizens at the expense of another.
Pressure from the North against slavery in the South made matters even more volatile. The cost of a slave was
very high, around $1,500 each. A modest plantation with only forty or fifty slaves, therefore, had a large
capital investment which, in terms of today's purchasing power, represented many millions of dollars.
To the South, therefore, abolition meant, not only the loss of its ability to produce a cash crop, but the total
destruction of an enormous capital base. Many Southern plantation owners felt that freemen who were paid
wages would be more efficient than slaves who had no incentive to work. For the present, however, they were
stuck with the system they inherited. They felt that a complete and sudden abolition of slavery with no
transition period would destroy their economy and leave many of the former slaves to starve-all of which
actually happened in due course.
That was the situation that existed at the time of Lincoln's campaign and why, in his speeches, he attempted to
calm the fears of the South about his intentions. But his words were mostly political rhetoric. Lincoln was a
Republican, and he was totally dependent on the Northern industrialists who controlled the Party. Even If he
had wanted to-and there is no indication that he did-he could not have reversed the trend of economic
favoritism and protectionism that swept him into office.

SUMMARY
The Second Bank of the United States was dead, but banking was very much alive. The issuance of banknotes
had been severely limited, but that was largely offset by the increasing use of checkbook money, which had no
limits at all on its issue.
Then the Bank of the U.S. slipped into history, the nation was nearing the end of the boom phase of a
boom/bust cycle. When the inevitable contraction of the money supply came, politicians began to offer
proposals on how to infuse stability into the banking system. None dealt with the real problem, which was
fractional reserve banking itself. They concentrated instead on proposals on how to make it work. All of these
proposals were tried and they failed.
These years are sometimes described as a period of free banking, which is an insult to truth. All that happened
was that banks were converted from corporations to private associations, a change in form, not substance.
They continued to be burdened by government controls, regulations, supports, and other blocks
against the free market. The economic chaos and conflict of this period was a major cause of the Civil War.
Lincoln made it clear during his public speeches that slavery was not the issue. The basic problem was the
North and the South were dependent on each other for trade. The industrialized North sold its products to the
South which sold its cotton to the North. The South also had a similar trade with Europe,and that was an
annoyance to the North. Europe was selling many products at lower prices, and the North was losing market
share. Northern politicians passed protectionist legislation putting import duties on industrial products. This all
but stopped the importation of European goods and forced the South to buy from the North at higher prices.
Europe retaliated by curtailing the purchase of American cotton. That hurt the South even more. It was a
classic case of legalized plunder, and the South wanted out.
Meanwhile, there were powerful forces in Europe that wanted to see America embroiled in civil war. If she
could be split into two hostile countries, there would be less obstacle to European expansion on the North
American continent. France was eager to capture Mexico and graft it onto a new empire which would include
many of the Southern states as well. England, on the other hand, had military forces poised along the
Canadian border ready for action.
Political agitators, funded and organized from Europe, were active on both sides of the Mason-Dixon line.
The issue of slavery was but a ploy. America had become the target in a ruthless game of world economics
and politics.
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Chapter Nineteen

GREENBACKS AND OTHER CRIMES
The causes of the Civil War shown to be economic
and political, not the issue of freedom vs. slavery;
the manner in which both sides used fiat money to
finance the war; the important role played by
foreign powers.…
JOHN WILKES BOOTH
One of the persistent legends of this period is that John Wilkes Booth was not killed in Garrett's barn, as
generally accepted, but was allowed to escape; that the corpse actually was that of an accomplice; and that the
government, under the firm control of War Secretary Edwin M. Stanton, moved heaven and earth to cover
up the facts.
On the face of it, that is an absurd story..
The facts indicate that the criminals responsible for Lincoln's death got away with murder.
Izola Forrester was the granddaughter of John Wilkes Booth. She had heard from her grandmother's lips, that
her husband had been "the tool of other men."
One is compelled to wonder: The tool of what other men? Was Forrester's grandmother referring to the leaders
of the Knights of the Golden Circle? To agents of European financiers? Or was it to conspirators within
Lincoln's own Party?
We shall probably never know with certainty the extent to which any of these groups may have been involved
in Lincoln's assassination, but we do know that there were powerful forces within the federal government,
centered around Secretary of War Stanton, which actively concealed evidence and hastily terminated the
investigation. Someone was protected.
SUMMARY
America's bloodiest and most devastating war was fought, not over the issue of freedom versus slavery, but
because of clashing economic interests. At the heart of this conflict were questions of legalized plunder,
banking monopolies, and even European territorial expansion into Latin America. The boot print of the
Rothschild formula is unmistakable across the graves of American soldiers on both sides.
In the North, neither greenbacks, taxes, nor war bonds were enough to finance the war. So a national banking
system was created to convert government bonds into fiat money, and the people lost over half of their
monetary assets to the hidden tax of inflation. In the South, printing presses accomplished the same
effect, and the monetary loss was total.
The issuance of the Emancipation Proclamation by Lincoln and The naval assistance offered by Tsar
Alexander, II, were largely responsible for keeping England and France from intervening in the war on the
side of the Confederacy. Lincoln was assassinated by a member of the Knights of the Golden Circle, a secret
society with rumored ties to American politicians and British financiers. Tsar Alexander was assassinated a
few years later by a member of the People's Will, a Nihilist secret society in Russia with rumored ties to
financiers in New York City, specifically, Jacob Schiff and the firm of Kuhn, Loeb & Company.
As for the Creature of central banking, there had been some victories and some defeats. The greenbacks had
for a while deprived the bankers of their override on a small portion of government debt, but the National
Banking Act quickly put a stop to that. Furthermore, by using government bonds as backing for
the money supply, it locked the nation into perpetual debt. The foundation was firmly in place, but the
ultimate structure still needed to be erected. The monetary system was yet to be concentrated into one
central-bank mechanism, and the control was yet to be taken away from the politicians and placed into the
hands of the bankers themselves.
It was time for the Creature to visit Congress.
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Section V

THE HARVEST
Monetary and political scientists continue to
expound the theoretical merits of the Federal
Reserve System. It has become a modern act of
faith that economic life simply could not go on
without it. But the time for theory is past. The
Creature moved into its final lair in 1913 and has
snorted and thrashed about the landscape ever
since. If we wish to know if it is a creature of
service or a beast of prey, we merely have to look
at what it has done. And, after the test of all those
years, we can be sure that what it has done, it will
continue to do. Or, to use the Biblical axiom, a tree
shall be known by the fruit it bears. Let us now
examine the harvest.
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Chapter Twenty

THE LONDON CONNECTION
The rise of the House of Morgan; Morgan's ties
with England and the House of Rothschild; the
connection between the Federal Reserve System
and the Bank of England; the Fed's decision to
inflate American dollars to assist the ailing
British economy.
SUMMARY
After the Civil War, America experienced a series of expansions and contractions of the money supply leading
directly to economic booms and busts. This was the result of the creation of fiat money by a banking system
which, far from being free and competitive, was a half-way house to central banking. Throughout the chaos,
one banking firm, the House of Morgan, was able to prosper out of the failure of others. Morgan had close ties
with the financial structure and culture of England and was, in fact, more British than American.
Events suggest the possibility that Morgan and Company was in concealed partnership with the House of
Rothschild throughout most of this period.
Benjamin Strong was a Morgan man and was appointed as the first Governor of the Federal Reserve Bank of
New York which rapidly assumed dominance over the System. Strong immediately entered into close alliance
with Montagu Norman, Governor of the Bank of England, to save the English economy from depression.
This was accomplished by deliberately creating inflation in the U.S. which caused an outflow of gold, a loss of
foreign markets, unemployment, and speculation in the stock market, all of which were factors that propelled
America into the crash of 1929 and the great depression of the 30s.
Although not covered in this chapter, it must be remembered that the same forces were responsible for
American involvement in both world wars to provide the economic and military resources England needed to
survive. Furthermore, the key players in this action were men who were part of the network of a secret society
established by Cecil Rhodes for the expansion of the British Empire.
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Chapter Twenty-One

COMPETITION IS A SIN
The story of how the New York investment bankers formed a cartel
to avoid competition; the drafting of proposed legislation to legalize
that cartel; the strategy to camouflage the true nature of the legislation;
the failure of the deception and the defeat of the bill.
THE ALDRICH-VREELAND ACT
The crisis of 1907 pushed their resources close to the abyss. It became clear that two changes had to be made:
All remnants of banking competition now had to be totally eliminated and replaced by a national cartel; and
Far greater sums of fiat money had to be made available to the banks to protect them from future runs by
depositors. There was now no question that Congress would have to be brought in as a partner in order to use
the power of government to accomplish these objectives.

COMPETITION IS A SIN
The first step in this direction was openly a stop-gap measure. In 1908, Congress passed the Aldrich-Vreeland
Act which, basically, accomplished two objectives.
First, it authorized the national banks to issue an emergency currency, called script, to substitute for regular
money when they found themselves unable to pay their depositors. Now Congress made it quite legal.
Second, and perhaps the most important feature of the Act, was to create a National Monetary Commission
to study the problems of American banking and then make recommendations to Congress on how to stabilize
the monetary system.
From the start, it was obvious that the Commission was a sham. The so-called fact finding body held no
official meetings for almost two years while Aldrich toured Europe consulting with the top central bankers of
England, France, and Germany. None of the members of the Commission were ever consulted regarding the
official recommendations issued by Aldrich in their name.
And this event finally brings us back to that cold, blustery night at the New Jersey railway station where seven
men, representing one-fourth of the wealth of the world, boarded the Aldrich private car for a clandestine
journey to Jekyll Island.
THE JEKYLL ISLAND PLAN
As summarized in the opening chapter of this book, the purpose of that meeting was to work out a plan to
achieve five primary objectives:
1. How to stop the growing influence of small, rival banks and to insure that control over the nation's financial
resources would remain in the hands of those present;
2. How to make the money supply more elastic in order to reverse the trend of private capital formation and to
recapture the industrial loan market;
3. How to pool the meager reserves of all the nation's banks into one large reserve so that at least a few of
them
could protect themselves from currency drains and bank runs;
4. How to shift the inevitable losses from the owners of the banks to the taxpayers;
5. How to convince Congress that the scheme was a measure to protect the public.
It was decided that the first two objectives could be achieved simply by drafting the proper technical language
into a cartel agreement and then re-working the vocabulary into legislative phraseology.
The third and fourth could be achieved by including in that legislation the establishment of a lender of last
resort; in other words, a true central bank with the ability to create unlimited amounts of fiat money …
generally they were content to follow the advice of Paul Warburg, the man who had the most experience in
these matters and who was regarded as the group's theoretician.
The fifth objective was the critical one, and there was much discussion on how to achieve it.
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To convince Congress and the public that the establishment of a banking cartel was, somehow, a measure to
protect the public, the Jekyll Island strategists laid down the following plan of action:
1. Do not call it a cartel nor even a central bank.
2. Make it look like a government agency.
3. Establish regional branches to create the appearance of decentralization, not dominated by Wall Street
banks.
4. Begin with a conservative structure including many sound banking principles knowing that the provisions
can be quietly altered or removed in subsequent years.
5. Use the anger caused by recent panics and bank failures to create popular demand for monetary reform.
6. Offer the Jekyll Island plan as though it were in response to that need.
7. Employ university professors to give the plan the appearance of academic approval.
8. Speak out against the plan to convince the public that Wall Street bankers do not want it.
A CENTRAL BANK BY ANY OTHER NAME
Americans would never have accepted the Federal Reserve System if they had known that it was half cartel
and half central bank. The idea of cartels, trusts, and restraint of free competition was still quite alien to the
average voter. And within the halls of Congress, any forthright proposal for either a cartel or a central bank
would have been soundly defeated. …

SUMMARY
Banking in the period immediately prior to passage of the Federal Reserve Act was subject to a myriad of
controls, regulations, subsidies, and privileges at both the federal and state levels. Popular history portrays this
period as one of unbridled competition and free banking. It was, in fact, a half-way house to central banking.
Wall Street, however, wanted more government participation. The New York bankers particularly wanted a
"lender of last resort" to create unlimited amounts of fiat money for their use in the event they were exposed to
bank runs or currency drains. They also wanted to force all banks to follow the same inadequate reserve
policies so that more cautious ones would not draw down the reserves of the others. An additional objective
was to limit the growth of new banks in the South and West.
This was a time of growing enchantment with the idea of trusts and cartels. For those who had already made it
to the top, competition was considered chaotic and wasteful. Wall Street was snowballing into two major
banking groups: the Morgans and the Rockefellers, and even they had largely ceased competing with each
other in favor of cooperative financial structures. But to keep these cartel combines from flying apart, a means
of discipline was needed to force the participants to abide by the agreements. The federal government was
brought in as a partner to serve that function.
To sell the plan to Congress, the cartel reality had to be hidden and the name central bank" had to be avoided.
The word Federal was chosen to make it sound like it was a government operation;
the word Reserve was chosen to make it appear financially sound; and
the word System (first drafts used Association) was chosen to conceal the fact that it was a central bank.
11

A structure of 12 regional institutions was conceived as a further ploy to create the illusion of
decentralization, but the mechanism was designed from the beginning to operate as a central bank closely
modeled after the Bank of England.

The first draft of the Federal Reserve Act was called the Aldrich Bill and was co-sponsored by
Congressman Vreeland, but it was not the work of either of these politicians. It was the brainchild of
banker Paul Warburg and was actually written by bankers Frank Vanderlip and Benjamin Strong.
Aldrich's name attached to a banking bill was bad strategy, because he was known as a Wall Street
Senator. His bill was not politically acceptable and was never released from committee. The groundwork
had been done, however, and the time had arrived to change labels and political parties. The measure
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would now undergo minor cosmetic surgery and reappear under the sponsorship of a politician whose
name would be associated in the public mind with anti-Wall Street sentiments.

The Creature From Jekyll Island

by G. Edward Griffin

Chapter Twenty-Two

THE CREATURE SWALLOWS CONGRESS
The second attempt to pass legislation to legalize
the banking cartel; the bankers' selection of
Woodrow Wilson as a Presidential candidate;
their strategy to get him elected; the role played by
Wilson to promote the cartel's legislation; the
final passage of the Federal Reserve Act.
SUMMARY
President Taft, although a Republican spokesman for big business, refused to champion the Aldrich Bill for a
central bank. This marked him for political extinction. The Money Trust wanted a President who would
aggressively promote the bill, and the man selected was Woodrow Wilson who had already publicly declared
his allegiance. Wilson's nomination at the Democratic national convention was secured by Colonel House, a
close associate of Morgan and Warburg. To make sure that Taft did not win his bid for reelection, the Money
Trust encouraged the former Republican President, Teddy Roosevelt, to run on the Progressive ticket. The
result, as planned, was that Roosevelt pulled away Republican support from Taft, and Wilson won the election
with less than a majority vote. Wilson and Roosevelt campaigned vigorously against the evils of the Money
Trust while, all along, being dependent upon that same Trust for campaign funding.
When Wilson was elected, Colonel House literally moved into the White House and became the unseen
President of the United States. Under his guidance, the Aldrich Bill was given cosmetic surgery and emerged
as the Glass-Owen Bill. Although sponsored by Democrats, in all essential features it was still the Jekyll Island
plan. Aldrich, Vanderlip, and others identified with Wall Street put on a pretense of opposing the Glass-Owen
Bill to convince Congress and the public that big bankers were fearful of it. The final bill was written with
many sound features which were included to make it palatable during Congressional debate but which were
pre-designed to be dropped in later years. To win the support of the Populists under the leadership of William
Jennings Bryan, the Jekyll Island team also engineered what appeared to be compromises but which in actual
operation were, as Wilson called them, mere "shadows" while the "substance" remained. In short, Congress
was outflanked, outfoxed, and outclassed by a deceptive, but brilliant, psycho-political attack. The result is
that, on December 23,1913, America once again had a central bank.
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Chapter Twenty-Three

THE GREAT DUCK DINNER
How Federal-Reserve policies led to the crash of
1929; the expansion of the money supply as a
means of helping the economy of England; the
resulting wave of speculation in stocks and real
estate; evidence that the Federal-Reserve Board
had foreknowledge of the crash and even executed
the events that were designed to trigger it.
…
SIXTH REASON TO ABOLISH THE FED
One of the myths about the Federal Reserve is that it is needed to stabilize the economy. Yet, it has achieved
just the opposite. Destabilization is dramatically clear in the years prior to the Crash, but the same cause-andeffect continues to this day.
As long as men are given the power to tinker with the money supply, they will strive to circumvent the natural
laws of supply and demand. No matter how high their intentions or pure their motives, they will cause
disruptions in the natural flow. When these disruptions are perceived, they will try to compensate by causing
opposite disruptions.
But, long before they act, there will already be new forces at work which they cannot, in all their wisdom,
perceive until they are already manifest.
It is the height of egotistical folly for experts to think they can outsmart or do better than the combined,
interactive decisions of hundreds of millions of people all acting in response to their own best judgment.
Thus, the Fed is doomed to failure by its nature and its mission. That is the sixth reason it should be
abolished: It destabilizes the economy.

…
THE FINAL BUBBLE
In the Spring of 1928, the Federal Reserve expressed concern over speculation in the stock market and raised
interest rates to curb the expansion of credit. The growth in the money supply began to slow down, and so did
the rise in stock prices. Professor Quigley had said that the central bankers were not substantive powers unto
themselves but were as marionettes whose strings were pulled by others. Just as the speculation spree appeared
to be coming under control, those strings were yanked, and the Federal Reserve flip-flopped once again.
The strings originated in London. Even after seven years of subsidy by the Federal Reserve, the British
economy was sagging from the weight of its socialist system, and gold was moving back into the United
States. The Fed, in spite of its own public condemnation of excessive speculation, reversed itself at the brink
of success and purchased over $300 million of banker's acceptances in the last half of 1928, which caused an
increase in the money supply of almost $2 billion. Professor Rothbard says:
Europe, as we have noted, had found the benefits from the 1927 inflation dissipated, and European
opinion now clamored against any tighter money in the U.S. The easing in late 1928 prevented gold
inflows into the U.S. from getting very large. Great Britain was again losing gold, and sterling was
weak
once more. The United States bowed once again to its overriding wish to see Europe avoid the
inevitable consequences of its own inflationary policies.
Prior to the Fed's reversal of policy, stock prices had actually declined by five per cent. Now, they went
through the roof, rising twenty per cent from July to December. The boom had returned in spades.
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Then, in February of 1929, a curious event occurred. Montagu Norman traveled to the United States once
again to confer privately with the officers of the Federal Reserve. He also met with Andrew Mellon, Secretary
of the Treasury. There is no detailed public record of what transpired at these closed meetings, but we can be
certain of three things: it was important; it concerned the economies of America and Great Britain; and it was
thought best not to tell the public what was going on. It is not unreasonable to surmise that the central bankers
had come to the conclusion that the bubble-not only in America, but in Europe-was probably going to rupture
very soon. Rather than fight it, as they had in the past, it was time to stand back and let it happen, clear out the
Speculators, and return the markets to reality. As Galbraith put it:
“How much better, as seen from the Federal Reserve, to let nature take its course and thus allow nature
to take the blame.”
Mellon was even more emphatic. Herbert Hoover described Mellon's views as follows:
Mr. Mellon had only one formula: "liquidate labor, liquidate stocks, liquidate the farmers, liquidate
real estate."
He insisted that, when the people get an inflation brainstorm, the only way to get it out of their blood
is to let it collapse.
He held that even a panic was not altogether a bad thing. He said: "It will purge the rottenness out of
the system. High
costs of living and high living will come down. People will work harder, live a moral life. Values will
be adjusted, and enterprising people will pick up the wrecks from less competent people."

Rather than be overwhelmed by it, they should direct it as best they can and turn it ultimately to their
advantage. Perhaps we shall never know if that scenario is accurate, but the events that followed strongly
support such a view.
ADVANCE WARNING FOR MEMBERS ONLY
Immediately after the meetings, the monetary scientists began to issue warnings to their colleagues in the
financial fraternity to get out of the market. On February 6, the Federal Reserve issued an advisory to its
member banks to liquidate their holdings in the stock market. The following month, Paul Warburg gave
the same advice in the annual report to the stockholders of his International Acceptance Bank. He
explained the reason for that advice:
If the orgies of unrestrained speculation are permitted to spread, the ultimate collapse is certain not only
to affect the speculators themselves, but to bring about a general depression involving the entire country.

Paul Warburg was a partner with Kuhn, Loeb & Co. which maintained a list of preferred customers.
These were fellow bankers, wealthy industrialists, prominent politicians, and high officials in foreign
governments. A similar list was maintained at J.P. Morgan Co. It was customary to give these men
advance notice on important stock issues and an opportunity to purchase them at two to fifteen points
below their price to the public. That was one of the means by which investment bankers maintained
influence over the affairs of the world. The men on these lists were notified of the coming crash.
John D. Rockefeller, J.P. Morgan, Joseph P. Kennedy, Bernard Baruch, Henry Morganthau, Douglas
Dillon-the biographies of all the Wall Street giants at that time boast that these men were "wise" enough
to get out of the stock market just before the Crash. And it is true. Virtually all of the inner club was
rescued.
There is no record of any member of the interlocking directorate between the Federal Reserve, the major
New York banks, and their prime customers having been caught by surprise. Wisdom, apparently, was
greatly affected by whose list one was on.
A MESSAGE OF COMFORT TO THE PUBLIC
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While the crew was abandoning ship, the passengers were told it was a lovely cruise. President Coolidge and
Treasury Secretary Mellon had been vociferous in their public utterances that the economy was in better shape
than ever. From his socialist perch in London, John Maynard Keynes exclaimed that the management of the
dollar by the Federal Reserve Board was a "triumph" of man over money. And, from the plush offices of his
New York Federal Reserve Bank, Benjamin Strong boasted:
The very existence of the Federal Reserve System is a safeguard against anything like a calamity
growing out of money rates.... In former days the psychology was different, because the facts of the
banking situation were different. Mob panic, and consequently mob disaster, is less likely to arise.
The public was comforted, and the balloon continued to expand. It was now time to sharpen the pin.
On April 19, the Fed held an emergency meeting under cloak of great secrecy. The following day, the New
York Times reported as follows:
RESERVE COUNCIL CONFERS IN HASTE
Atmosphere of Mystery Is Thrown about Its Meeting in Washington

An atmosphere of deep mystery was thrown about the proceedings both by the board and the council.
No advance announcement had been made that an extraordinary session of the council was contemplated,
and the fact that the members were in the city became known only when newspaper correspondents
happened to see some of them entering the Treasury Department building.
Even after that, evasive replies were given .... While the joint meeting was in progress at the Treasury
Department, every effort was made to guard the proceedings, and a group of newspaper correspondents were
asked to leave the corridor.
…

THE DUCK DINNER BEGINS
The securities market reached its high point on September 19. Then, it began to slide. The public was not yet
aware that the end had arrived. The roller coaster had dipped before. Surely it would shoot upward again.
For five more weeks, the public bought heavily on the way down. More than a million shares were traded
during that period.
Then, on Thursday, October 24, like a giant school of fish suddenly turning direction in response to an unseen
signal, thousands of investors stampeded to sell. The ticker tape was hopelessly overloaded. Prices tumbled.
Thirteen million shares exchanged hands. Everyone said the bottom had dropped out of the market.
They were wrong. Five days later, it did.
On Tuesday, October 29, the exchanges were crushed by an avalanche of selling. At times there were no
buyers at all. By the end of the trading session, over sixteen million shares had been dumped, in most cases at
any price that was offered.
Within a single day, millions of investors were wiped out.
Within a few weeks of further decline, $3 billion of wealth had disappeared.
Within twelve months, $40 billion had vanished.
People who counted their paper profits and thought they were rich suddenly found themselves to be very poor.
For every seller, there was a buyer. The insiders who had moved into cash and gold were the buyers.
Remembered that falling stock prices didn't necessarily mean that there was anything wrong with the stocks.
Those representing solid companies were still paying dividends and were good investments-at a realistic price.
In the panic, prices had tumbled far below their natural levels. Those who had the cash picked them up for a
small fraction of their true worth.
Giant holding companies were formed for that task, such as Marine Midland Corporation, the Lehman
Corporation, and the Equity Corporation. J.P. Morgan set up the food trust called Standard Brands.
Like the shark swallowing the mackerel, the big speculators devoured the small.
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There is no evidence that the Crash was planned for the purpose of profit taking.
Yet, once they realized the inevitability of a collapse in the market, they were not
bashful about using their privileged position to take full advantage of it.
In that sense, FDR's son-in-law, Curtis Dall, was right when he wrote: “It was the
calculated 'shearing' of the public by the World Money Powers."
…
FROM CRASH TO DEPRESSION
The lingering depression is an important part of the story. The speculators had been ruined, but what they lost
was money acquired without effort. There were some unfortunate souls who also lost their life savings, but
only because they gambled those savings on call loans. Those who bought stock with money they actually
possessed did not have to sell, and they did quite well in the long run. The price of stocks had plummeted, but
the companies behind them were still producing products, still employing people, and still paying dividends.
No one lost his job just because the market fell. The tulips were gone, but the wheat crop remained.

So, where was the problem? In truth, there was none-at least not yet. The crash, as devastating as it was to the
speculators, had little effect on the average American. Unemployment didn't become rampant until the
depression years which came later and were caused by continued government restraint of the free market.
The drop of prices in the stock market was really a long-overdue and healthy adjustment to the economy.
The stage was now set for recovery and sound economic growth, as always had happened in the past.
It did not happen this time. The monetary and political scientists who had created the problem now were in
full charge of the rescue. They saw the crash as a golden opportunity to justify even more controls than before.
Herbert Hoover launched a multitude of government programs to bolster wage rates, prevent prices from
dropping, prop up failing firms, stimulate construction, guarantee home loans, protect the depositors, rescue
the banks, subsidize the farmers, and provide public works.
FDR was swept into office by promising even more of the same under the slogan of a New Deal. And the
Federal Reserve launched a series of "banking reforms," all of which were measures to further extend its
power over the money supply.
In 1931, fresh money was pumped into the economy to restart the cycle, but this time the rocket would not lift
off. The dead weight of new bureaucracies and government regulations and subsidies and taxes and welfare
benefits and deficit spending and tinkering with prices had kept it on the launching pad.

Eventually, the productive foundation of the country also began to crumble under the weight. Taxes and
regulatory agencies forced companies out of business. Those that remained had to curtail production.
Unemployment began to spread.
By every economic measure, the economy was no better or worse in 1939 than it was in 1930 when the rescue
began. It wasn't until the outbreak of World War II, and the tooling up for war production that followed, that
the depression was finally brought to an end.
It was a dubious save. In almost every way, it was a repeat of the drama played out with World War I, even to
the names of two of its most important players.

FDR and Churchill worked together behind the scenes to bring America into the conflict,
Churchill wanting American assistance in a war England was losing and could not afford,
FDR wanting a jolt to the economy for political reasons,
and the financiers, gathered behind J.P. Morgan, wanting the profits of war.
But that is another chapter, and this book is long enough.
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What happened after World War II was the focus of the first six chapters. That brings us to the end of
historical record. It's time, now, to reset the coordinates on our time machine and return to the present.
…
SUMMARY
Congress had been assured that the Federal Reserve Act would decentralize banking power away from Wall
Street. However, within a few years of its inception, the System was controlled by the New York Reserve
Bank under the leadership of Benjamin Strong whose name was synonymous with the Wall Street money
trust.
During the nine years before the crash of 1929, the Federal Reserve was responsible for a massive expansion
of the money supply. A primary motive for that policy was to assist the government of Great Britain to pay for
its socialist programs which, by then, had drained its treasury. By devaluing the dollar and depressing interest
rates in America, investors would move their money to England where rates and values were higher. That
strategy succeeded in helping Great Britain for a while, but it set in motion the forces that made the stockmarket crash inevitable.
The money supply expanded throughout this period, but the trend was interspersed with short spasms of
contraction which were the result of attempts to halt the expansions. Each resolve to use restraint was broken
by the higher political agenda of helping the governments of Europe. In the long view, the result of plentiful
money and easy credit was a wave of speculation in the stock market and urban real estate that intensified with
each passing month.
There is circumstantial evidence that the Bank of England and the Federal Reserve had concluded, at a secret
meeting in February of 1929, that a collapse in the market was inevitable and that the best action was to let
nature take its course. Immediately after that meeting, the financiers sent advisory warnings to lists of
preferred customers-wealthy industrialists, prominent politicians, and high officials in foreign governments-to
get out of the stock market. Meanwhile, the American people were being assured that the economy was in
sound condition.
On August 9, the Federal Reserve applied the pin to the bubble. It increased the bank-loan rate and began to
sell securities in the open market. Both actions have the effect of reducing the money supply. Rates on
brokers' loans jumped to 20%. On October 29, the stock market collapsed. Thousands of investors were
wiped out in a single day. The insiders who were forewarned had converted their stocks into cash while prices
were still high. They now became the buyers. Some of the greatest fortunes in America were made in that
fashion.
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Section VI

TIME TRAVEL INTO THE FUTURE
In the previous sections of this book, we have
traveled through time. We began our journey by
stepping into the past. As we crisscrossed the
centuries, we observed wars, treachery,
profiteering, and political deception. That has
brought us to the present. Now we are prepared
to ride our time machine into the future. It will be
a hair-raising trip, and much of what lies ahead
will be unpleasant. But it has not yet come to pass.
It is merely the projection of present forces. If we
do not like what we see, we still have an
opportunity to change those forces. The future
will be what we choose to make it.
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Chapter Twenty-Four

DOOMSDAY MECHANISMS
The decline of American prosperity; the increase in the size of government; the
decrease in personal freedom; the growth of taxes; evidence that this is
according to plan by an elite ruling group which hopes to merge the United
States into world government on the basis of “ equality” with less developed
nations; the environmentalist movement shown to be an outgrowth of that plan.
WHO OWNS THE NATIONAL DEBT?
It has been said that we need not worry about interest on the national debt because "We owe it to ourselves."
Let's take a look at who owes what to whom.
It may come as a surprise to learn that
the Federal Reserve holds only about 8%. - but a small portion of the national debt,
Foreign investors own approximately 27%, and
agencies of the federal government have 28%
(the IOUs that replaced money taken from the funds such as the Social Security Fund).
Private-sector investors in the U.S. hold the largest share of about 37%.
It is partly true, therefore, that "We owe it to ourselves" or at least that all of us owe it to some of us.
The some of us who receive the interest are private investors seeking income that is exempt from state income
taxes, and large institutions such as banks, corporations, insurance companies, and investment funds.
With institutions, the money represents pooled assets belonging to thousands of small investors.
So, much of the interest on the national debt accrues to the benefit of a large sector of the American people.
That's the good news.
The bad news is that the government obtains every cent of the money it pays to us by confiscating it from us in
the first place. If it is true that we owe it to ourselves, then it is also true that we pay it to ourselves.
The money goes out of one pocket back into the other-minus a handling fee.
The government takes $1000 from us in taxes and inflation and gives us back $350.
The so-called "benefit" to the public is but a giant scam.
And more bad news:
When people purchase government bonds, there is less money available for investment in private industry.
It is well known that government credit "crowds out" private credit. The result is that the productive side of
the nation is handicapped by unfair competition for investment capital.
The economy is always retarded by government debt. The larger the debt, the greater the damage.
THE NEW WORLD ORDER
Chapters five and six documented the currently unfolding plan to create a functional world government within
the framework of the United Nations. Often referred to as The New World Order by its advocates, the
proposed global government is designed upon the principles of socialism.
It is the dream-come-true for the world's socialist theoreticians, politicians, and technicians who see it as the
ultimate laboratory for their social experiments upon mankind. None of this is happening by accident.
…
AMERICA IS THE TARGET
The New World Order cannot become a functional reality so long as the United States remains able to go it
alone. America is viewed as a potential bull in the china shop. Right now, it is safely under control, but the
world planners are worried it might break loose in the future.
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If the American people were to awaken to the realities of world politics and regain control over their
government, they still would have the military and economic power to break away.
Among the world planners, therefore, it has become the prime directive to weaken the United States both
militarily and economically. And this directive has come from American leaders, not those of other countries.
CFR members sitting in the White House, the State Department, the Defense Department, and the Treasury are
now working to finalize that part of the plan. It is yet one more doomsday mechanism that, once it gains
sufficient momentum, will pass the critical point of no return.
…
THE ENVIRONMENTAL-POLLUTION MODEL
The final candidate for a useful global threat was pollution of the environment.
This was viewed as the most likely to succeed because it could be related to observable conditions such as
smog and water pollution-in other words, it would be based partly on fact and, therefore, be credible.
Predictions could be made showing end-of-earth scenarios just as horrible as atomic warfare.
Accuracy in these predictions would not be important.
Their purpose would be to frighten, not to inform.
It might even be necessary to deliberately poison the environment to make the predictions more convincing
and to focus the public mind on fighting a new enemy, more fearful than any invader from another nation-or
even from outer space.
The masses would more willingly accept a falling standard of living, tax increases, and bureaucratic
intervention in their lives as simply "the price we must pay to save Mother Earth."
If a vision of death and destruction from pollution could be implanted into the public subconscious mind, then
the global battle against it could, indeed, replace war as the mechanism for control.
ENVIRONMENTALISM A SUBSTITUTE FOR WAR
It is beyond the scope of this study to prove that currently accepted predictions of environmental doom are
based on exaggerated and fraudulent "scientific studies." But such proof is easily found if one is willing to
look at the raw data and the assumptions upon which the projections are based. More important, however, is
the question of why end-of-world scenarios based on phony scientific studies-or no studies at all-are
uncritically publicized by the CFR-controlled media; or why radical environmental groups advocating
socialist doctrine and anti-business programs are lavishly funded by CFR-dominated foundations, banks, and
corporations, the very groups that would appear to have the most to lose.

The Report from Iron Mountain answers those questions.
As the Report pointed out, truth is not important in these matters. It's what people can be made to believe that
counts. "Credibility" is the key, not reality.
There is just enough truth in the fact of environmental pollution to make predictions of planetary doom in the
year two-thousand-something seem believable. All that is required is media cooperation and repetition.
The plan has apparently worked.
People of the industrialized nations have been subjected to a barrage of documentaries, dramas, feature films,
ballads, poems, bumper stickers, posters, marches, speeches, seminars, conferences, and concerts.
The result has been phenomenal. Politicians are now elected to office on platforms consisting of nothing
more than an expressed concern for the environment and a promise to clamp down on those nasty industries.
No one questions the damage done to the economy or the nation. It makes no difference when the very planet
on which we live is sick and dying. Not one in a thousand will question that underlying premise.
How could it be false? Look at all the movie celebrities and rock stars who have joined the movement.
…
HUMANITY ITSELF IS THE TARGET
The Club of Rome is a group of global planners who annually release end-of-world scenarios based on
predictions of overpopulation and famine. Their membership is international, but the American roster includes
such well-known CFR members as Jimmy Carter, Harlan Cleveland, Claiburne Pell, and Sol Linowitz.
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Their solution to overpopulation? A world government to control birth rates and, if necessary, apply
euthanasia.
That is a gentle word for the deliberate killing of the old, the weak, and of course the uncooperative.
Very compelling, indeed. These quiet-spoken socialists are not kidding around. For example, one of the most
visible" environmentalists" and advocate of population control is Jacques Cousteau.
Interviewed by the United Nations UNESCO Courier in November of 1991, Cousteau spelled it out.
Speaking of death by cancer, He said:
Should we eliminate suffering diseases? The idea is beautiful, but perhaps not a benefit for
the long term. We should not allow our dread of diseases to endanger the future of our species.
This is a terrible thing to say. In order to stabilize world population, we must eliminate 350,000
people per day. It is a horrible thing to say, but it's just as bad not to say it.
…

If history has proven anything, it is that men with financial and political power are quite capable of heinous
plots against their fellow men. They have launched wars, caused depressions, and created famines to suit
their personal agendas.
We have little reason to believe that the world leaders of today are more saintly than their predecessors.
Furthermore, we must not be fooled by pretended concern for Mother Earth.
The call-to-arms for saving the planet is a gigantic ruse. There is just enough truth to environmental pollution
to make the show "credible," as The Report from Iron Mountain phrased it, but the end-of-earth scenarios
which drive the movement forward are bogus.
The real objective in all of this is World Government, the ultimate doomsday mechanism from which there can
be no escape. Destruction of the economic strength of the industrialized nations is merely a necessary
prerequisite for ensnaring them into the global web. The thrust of the current ecology movement is directed
totally to that end.
SUMMARY
The United States government is mired in a 5-trillion-dollar debt. By 1993, net interest payments on that debt
were running $214 billion per year. That consumes about 14% of all federal revenue and costs the average
family over $5,000 each year.
Nothing is purchased by it. It merely pays interest. It represents the government's largest single expense.
Interest on the national debt is already consuming more than 57% of all the revenue collected from income
taxes. At the present rate of expansion, it will consume 100% in 1998.
By 1992, there were more people working for government than for manufacturing companies in the private
sector. There are more citizens receiving government checks than there are paying income taxes.
When it is possible for people to vote on issues involving the transfer of wealth to themselves from others, the
ballot box becomes a weapon whereby the majority plunders the minority.
That is the point of no return. It is a doomsday mechanism.
By 1992, more than half of all federal outlays went for what are called entitlements. Here is another
doomsday mechanism. Entitlements are expenses-such as Social Security and Medicare-which are based on
promises of future payments. Entitlements represent 52% of federal outlays. When this is added to the 14%
that is now being spent for interest payments on the national debt, we come to the startling conclusion that
two-thirds of all federal expenses are now entirely automatic, and that percentage is growing each month.
The biggest doomsday mechanism of all is the Federal Reserve System. Every cent of our money supply came
into being for the purpose of being loaned to someone. Those dollars will disappear when the loans are paid
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back. If we tried to payoff the national debt, our money supply would be undermined. Under the Federal
Reserve System, therefore, Congress would be fearful to eliminate the national debt even if it wanted to.
Political environmentalism has caused millions of acres of timber and agricultural land to be taken out of
production. Heavy industry has been chased from our shores by our own government.
High taxes, rules beyond reason for safety devices in the work place, so-called fair-employment practices, and
mandatory health Insurance are rapidly destroying what is left of the private sector.
The result is unemployment and dislocation for millions of American workers.
Government moves in to fill the void it creates, and bureaucracy grows by the hour.
Federal taxes now take more than 40% of our private incomes. State, county, & local taxes are on top of that.
Inflation feeds on what is left. We spend half of each year working for the government.
Real wages in America have declined.
Young couples with a single income have a lower standard of living than their parents did.
The net worth of the average household is falling.
The amount of leisure time is shrinking.
The percentage of Americans who own their homes is dropping.
The age at which a family acquires a first home is rising.
The number of families counted among the middle class is falling.
The number of people living below the officially defined poverty level is rising.
Over 90% of all Americans are broke at age 65.
None of this is accidental.
It is the fulfillment of a plan by members of the CFR who comprise the hidden government of the United
States.
Their goal is the deliberate weakening of the industrialized nations as a prerequisite to bringing them into a
World Government built upon the principles of socialism, with themselves in control.
The origin of many of the stratagems in this plan can be traced to a government-sponsored think-tank study
released in 1966 called the Report from Iron Mountain.
The purpose of the study was to analyze methods by which a government can perpetuate itself in power-ways
to control its citizens and prevent them from rebelling.
The conclusion of the report was that, in the past, war has been the only reliable means to achieve that goal.
Under World Government, however, war technically would be impossible. So the main purpose of the study
was to explore other methods for controlling populations and keeping them loyal to their leaders.
It was concluded that a suitable substitute for war would require a new enemy which posed a frightful threat to
survival. Neither the threat nor the enemy had to be real. They merely had to be believable.
Several surrogates for war were considered, but the only one holding real promise was the environmentalpollution model. This was viewed as the most likely to succeed because
(1) it could be related to observable conditions such as smog and water pollution - in other words, it would be
based partly on fact and, therefore, believable-and
(2) predictions could be made showing end-of-earth scenarios just as horrible as atomic warfare. Accuracy in
these predictions would not be important. Their purpose would be to frighten, not to inform.
While the followers of the current environmental movement are preoccupied with visions of planetary doom,
the leaders have an entirely different agenda. It is WORLD GOVERNMENT.
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Chapter Twenty-Five

A PESSIMISTIC SCENARIO
The future portrayed as a continuation of present
trends including a hypothetical banking crisis,
massive inflation, collapse of the economy, domestic
violence, the issuance of a new UN money, the
arrival of UN "Peacekeeping" forces, and the final
merger into The New World Order, a form of
high-tech feudalism.
We are ready now for the final trip in our time machine. On the control panel in front of us are several selector
switches. The one on the left indicates Direction of Time. Set it to Future. The switch on the right indicates
Primary Assumptions. Set it to the first notch which reads: Present trends unaltered.
Leave the Secondary-Assumption switch where it is. The lever in the center is a throttle to determine speed
of travel. Nudge it forward-and hang on tight!
…
EFFECT OF "MODEST" 5% INFLATION
For the past forty years, all the published charts illustrating the decline of the dollar from such-and-such a date
to the "present" show the following type of curve.

These, of course, are averages. A few people in the middle class of the bureaucracy will have managed to
place some of their dollars into tangible assets or income-producing securities-what few that remain-where
they are somewhat protected from the effects of inflation. For the vast majority, however, inflation hedges
constitute but a tiny fraction of all they have earned over a lifetime.
And so we find that, in The New World Order, inflation has been institutionalized at a "modest" level of five
per cent. Once in every five or six generations-as prices climb higher and higher-a new monetary unit can be
issued to replace the old in order to eliminate some of the zeros. But no one will live long enough to
experience more than one devaluation.
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Each generation is unconcerned about the loss of the previous one. Young people come into the process
without realizing it is circular instead of linear. They cannot comprehend the total because they were not alive
at the beginning and will not be alive at the end. In fact, there need not even be an end.
The process can be continued forever.
By this mechanism-and with the output of work battalions-government can operate entirely without taxes.
The lifetime output of every human being is at its disposal. Workers are allowed a color TV, state-subsidized
alcohol and recreational drugs, and violent sports to amuse them, but they have no other options.
They cannot escape their class.
Society is divided into the rulers and the ruled, with an administrative bureaucracy in between.
Privilege is now largely a right of birth.
The worker class and even most of the administrators serve masters whom they do not know by name.
But serve they do.
Their new lords are the monetary and political scientists who created and who now control The New World
Order. All of mankind is in a condition of high-tech feudalism.
HIGH-TECH FEUDALISM
Inflation is not the only aspect of economic chaos that is now under control. Booms and busts in the business
cycle are also a thing of the past. Like direct taxes, there are no business cycles any more. Now that the
government has firm control over every economic check point, business cycles simply are not allowed.
There is no speculation in the market, because no one has funds with which to speculate. There are no
expansions of inventories or capital goods in order to maximize future profits, because inventories now are
determined by formula. Besides, profits are also determined by formula and, although they are just large
enough to keep pace with inflation, they are guaranteed.
Chaos in the economy is now impossible because it is not tolerated. Neither is a depression.
Yes, there are hundreds of millions of human beings living under conditions of extreme hardship, and
thousands die of starvation every day, but depressions are outlawed.
No politician, no author, no one in the media would dare to suggest that the system was a failure.
Each month the government releases new statistics showing in some obscure way or another that the economy
is steadily improving.
Although people are starving everywhere, hunger does not exist anymore.
Although work battalions are crammed into flimsy barracks and tents, and although older homes and
apartment buildings are falling down for lack of maintenance, forcing more and more families to share their
tiny, unheated dwellings-nevertheless, the housing shortage is officially being eliminated.
There are no more problems in the economy, because they now are illegal.
…

SUMMARY
A pessimistic scenario of future events includes a banking crisis, followed by a government bailout and the
eventual nationalization of all banks. The final cost is staggering and is paid with money created by the
Federal Reserve. It is passed on to the public in the form of inflation.
Further inflation is caused by the continual expansion of welfare programs, socialized medicine, entitlement
programs, and interest on the national debt. The dollar is finally abandoned as the defacto currency of the
world. Trillions of dollars are sent back to the United States by foreign investors to be converted as quickly as
possible into tangible assets. That causes even greater inflation than before. So massive is the inflationary
pressure that industry and commerce come to a halt.
Barter becomes the means of exchange. America takes her place among the depressed nations of South
America, Africa, and Asia-mired together in economic equality.
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Politicians seize upon the opportunity and offer bold reforms.
The reforms are more of exactly what created the problem in the first place: expanded governmental power,
new regulatory agencies, and more restrictions on freedom.
But this time, the programs begin to take on an international flavor. The American dollar is replaced by a new
UN money, and the Federal Reserve System becomes a branch operation of the IMF World Bank.
Electronic transfers gradually replace cash and checking accounts.
This permits UN agencies to monitor the financial activities of every person.
A machine-readable ID card is used for that purpose.
If an individual is red flagged by any government agency, the card does not clear, and he is cut off from all
economic transactions and travel. It is the ultimate control.
Increasing violence in the streets from revolutionary movements and ethnic clashes provide an excuse for
martial law. The public is happy to see UN soldiers checking ID cards. The police-state arrives in the name of
public safety.
Eventually all private dwellings are taken over by the government as a result of bailing out the home-mortgage
industry. Rental property is also taken, as former landlords are unable to pay property taxes.
People are allowed to live in these dwellings at reasonable cost, or no cost at all. It gradually becomes clear,
however, that the government is now the owner of all homes and apartments.
People are living in them only at the pleasure of the government. They can be reassigned at any time.
Wages and prices are controlled. Dissidents are placed into work armies.
There are no more autos except for the ruling elite. Public transportation is provided for the masses, and those
with limited skills live in government housing within walking distance of their assigned jobs.
Men have been reduced to the level of serfs who are subservient to their masters. Their condition of life can
only be described as high-tech feudalism.
There is no certainty that the future will unfold in exactly that manner, because there are too many variables.
For example, if we had assumed that there will not be a banking crisis, then our journey would be different.
We would not see long lines of depositors or panic-buying in the stores or closing of the stock market.
But we would still witness the same scenes of despair in the more distant future.
We merely would have traveled a different path of events to get there. That is because the forces driving our
society into global totalitarianism would not have changed one iota.
We still would have the doomsday mechanisms at work.
We would have the CPR in control of the power centers of government and the media.
We would have an electorate, which is unaware of what is being done to them and, therefore, unable to
resist.
Through environmental and economic treaties and through military disarmament to the UN, we would
witness the same emergence of a World Central Bank, a World Government, and a world army to enforce
its dictates.
Inflation and wage/price controls would have progressed more or less the same, driving consumer goods
out of existence and men into bondage.
Instead of moving toward The New World Order in a series of economic spasms, we merely would have
traveled a less violent path and arrived at exactly the same destination.
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Chapter Twenty-Six

A REALISTIC SCENARIO
What must be done if we are to avert the
pessimistic scenario; a list of specific measures
that. must be taken to stop the monetary binge; an
appraisal of how severe the economic hangover
will be; a checklist for personal survival-and
beyond.
The pessimistic scenario presented in the previous chapter is the kind of narrative that turns people off.
No one wants to hear those things, even if they are true-or we should say especially if they are true. As
Adlai Stevenson said when he was a candidate for President: "The contest between agreeable fancy and
disagreeable fact is unequal. Americans are suckers for good news."
…
There is no optimistic scenario.
Events have progressed too far for that.. Even if we begin to turn things around by forcing
Congress to cut spending, reduce the debt, and disentangle from UN treaties, the Cabal will not let
go without a ferocious fight. When the Second Bank of the United States was struggling for its
life in 1834, Nicholas Biddle, who controlled it, set about to cause as much havoc in the economy
as possible and then to blame it on President Jackson's anti-bank policies. By suddenly tightening
credit and withdrawing money from circulation, he triggered a full-scale national depression. At
the height of his attack, he declared: "All other banks and all the merchants may break, but the
Bank of the United States shall not break." The amount of devastation that could be caused by today's
Federal Reserve is infinitely greater than what Biddle was able to unleash. It would be pure selfdeception to think that the Cabal would quietly give up its power without exercising that option. We
must conclude that no one is going to get out of this one unscathed. There is hell to pay, and it is we
who are going to pay it.
…
SEVENTH REASON TO ABOLISH THE FED
What has any of this to do with the Federal Reserve System? The answer is that the Federal Reserve is the
starting point of the pessimistic scenario. The chain of events begins with fiat money created by a central
bank, which leads to government debt, which causes inflation, which destroys the economy, which
impoverishes the people, which provides an excuse for increasing government power, which is an on-going
process culminating in totalitarianism. Eliminate the Federal Reserve from this equation, and the pessimistic
scenario ceases to exist. That is the seventh and final reason to abolish the Fed: It is an instrument of
totalitarianism.
…
WHAT MUST NOT BE DONE
Let us begin with the negatives: what must not be done. The most obvious item in this category is that we
must not turn to government for more of the same" cures" that have made us ill. We do not want more power
granted to the Fed or the Treasury or the President, nor do we need another government agency. We probably
don't even need any new laws, with the possible exception of those legislative acts which repeal some of the
old laws now on the books. Our goal is the reduction of government, not its expansion.
We do not want to merely abolish the Fed and turn over its operation to the Treasury. That is a popular
proposal among those who know there is a problem but who have not studied the history of central banking. It
is a recurrent theme of the Populist movement and those advocating what they call Social Credit. Their
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argument is that the Federal Reserve is privately owned and is independent of political control. Only Congress
is authorized to issue the nation's money, not a group of private bankers. Let the Treasury issue paper money
and bank credit, they say, and we can have all the money we need without having to pay one penny in interest
to the bankers.
It is an appealing argument, but it contains serious flaws. First, the concept that the Fed is privately owned is a
legal fiction. The member banks hold stock, but it carries no voting weight. No matter how large the bank or
how much capital is paid in, each bank has one vote. The stock cannot be sold or traded. Stockholders have
none of the usual elements of control that come with ownership and, in fact, they are subservient to the central
board. The seven members of the Board of Governors are appointed by the President and confirmed by the
Senate. It is true that the Fed is independent of direct political control, but it must never be forgotten that it
was created by Congress and it can be extinguished by Congress. In truth, the Federal Reserve is neither an
rm of government nor is it private. It is a hybrid. It is an association of the large commercial banks which has
been granted special privileges by Congress. A more accurate description would be simply that it is a cartel
protected by federal law.

But the more important point is that it makes no difference whether the Fed is government or private. Even if it
were entirely private, merely turning it over to the government would not alter its function. The same people
undoubtedly would run it, and they would continue to create money for political purposes. The Bank of
England is the granddaddy of central banks. It was privately owned at its inception but became an official arm
of the British government in more recent times. It continues to operate as a central bank, and nothing of
substance has changed. The central banks of all the other industrialized nations are direct arms of their
respective governments. They are indistinguishable in function from the Federal Reserve. The technicalities of
structure and ownership are not as important as function. Turning the Federal Reserve over to the Treasury
without at the same time denuding it of its function as a central bank-that is, its ability to manipulate the
money supply-would be a colossal waste of time. The proposal of having the Treasury issue the nation's
money is another question and has nothing to do with who owns the Fed. There is nothing wrong with the
federal government issuing money so long as it abides by the Constitution and adheres to the principle of
honesty. Both of these restraints forbid Congress from issuing paper money that is not 100% backed by gold or
silver. If you are in doubt about the reasoning behind that statement, it would be a good idea to review chapter
fifteen before continuing.
It is true that, if Congress had the power to create as much money as it needs without the Federal Reserve
System, interest would not have to be paid on the national debt. But the Fed holds only a small percentage of
the debt. Over 90% of those bonds are held by individuals and institutions in the private sector. Terminating
interest payments would not hurt those big, bad bankers nearly as much as It would the millions of people who
would lose their insurance policies, investments, and retirement plans. The Social Credit scheme would wipe
out the economy in one fell swoop.
And we still would not have solved the deeper problem. The bankers would be cut out of the scam, but the
politicians would remain. Congress would now be acting as its Own central bank, the money supply would
continue to expand, inflation would continue to roar, and the nation would continue to die. Besides, issuing
money without gold or silver backing violates the Constitution.
…
A PLAN FOR ELIMINATING THE FED
So much for things not to do. Now let's get down to the business at hand. To abolish the Federal Reserve
System would be quite simple. All that would be required is an act of Congress consisting of one sentence:
The Federal Reserve Act and all of its amendments are hereby rescinded. But that would wipe out our
monetary system overnight and create such havoc in the economy that it would play right into the hands of the
globalists. They would use the resulting chaos as evidence that such a move was a mistake, and the American
people would likely welcome a, rescue from the IMF /World Bank. We would find ourselves back in the
Pessimistic
Scenario even though we had done the right thing.
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There are certain steps that must precede the abandonment of the Fed if we are to have a safe passage. The first
step is to convert our present fiat money into real money. That means we must create an entirely new money
supply which is 100% backed by precious metal-and we must do so within a reasonably short period of time.
To that end, we also must establish the true value of our present fiat money so it can be exchanged for new
money on a realistic basis and phased out of circulation. Here is how it can be done:
1. Repeal the legal-tender laws. The federal government will continue accepting Federal Reserve Notes
(FRNs) in the payment of taxes, but everyone else will be free to accept them, reject them, or discount them as
they wish. There is no need to force people to accept honest money. Only fiat money needs the threat of
imprisonment to back it up. Private institutions should be free to innovate and to compete. If people want to
use Green Stamps or Disney-ride coupons or Bank-of-America Notes as a medium of exchange, they should
be free to do so. The only requirement should be faithful fulfillment of contract. If the Green-Stamp company
says it will give a crystal lamp for seven books of stamps, then it should be compelled to do so. Disney should
be required to accept the coupon in exactly the manner printed on the back. And, if Bank of America tells its
depositors they can have their dollars back any time they want, it should be required to keep 100% backing
(coins or Treasury Certificates) in its vault at all times. In the transition to a new money, it is anticipated that
the old Federal Reserve Notes will continue to be widely used.
2. Freeze the present supply of Federal Reserve Notes, except for what will be needed in step number eleven.
3. Define the "real" dollar in terms of precious-metal content, preferably what it was in the past: 371.25 grains
of silver. It could be another weight of silver or even another metal, but the old silver dollar is a proven winner.
4. Establish gold as an auxiliary monetary reserve which can be substituted for silver, not at a fixed-price ratio,
but at whatever ratio is set by the free market. Fixed ratios always become unfair over time as the prices of
gold and silver drift relative to each other. Although gold may be substituted for silver at this ratio, it is only
silver that is the foundation for the dollar.
5. Restore free coinage at the U.S. Mint and issue silver "dollars" as well as gold "pieces." Both dollars and
pieces will be defined by metal content, but only coins with silver content can be called dollars, half-dollars,
quarter-dollars, or tenth-dollars (dimes). At first, these coins will be derived only from metal brought into the
Mint by private parties. They must not be drawn from the Treasury's supply which is reserved for use in step
number six.
6. Payoff the national debt with Federal Reserve Notes created for that purpose. Creating money without
backing is forbidden by the Constitution; however, when no one is forced by law to accept Federal Reserve
Notes as legal tender, they will no longer be the official money of the United States. They will be merely a
kind of government script which no one is required to accept. Their utility will be determined by their
usefulness in payment of taxes and by the public's anticipation of having them exchanged for real money at a
later date. The creation of Federal Reserve Notes, with the understanding that they are not the official money
of the United States, would therefore not be a violation of the Constitution. In any event, the deed is already
done. The decision to redeem government bonds with Federal Reserve Notes is not ours. Congress decided
that long ago, and the course was set at the instant those bonds were issued. We are merely playing out the
hand. The money will be created for that purpose. Our only choice is when: now or later. If we allow the bonds
to stand, the national debt will be repudiated by inflation. The value of the original dollars will gradually be
reduced to Zero while only the interest remains. Everyone's purchasing power will be destroyed, and the
nation will die. But if we want not to repudiate the national debt and decide to pay it off now, we will be
released from the burden of interest payments and, at the same time, prepare the way for a sound monetary
system.
7. Pledge the government's hoard of gold and silver (except the military stockpile) to be used as backing for
all the Federal Reserve Notes in circulation. The denationalization of these assets is long overdue. At various
times in recent history, it was illegal for Americans to own gold, and their private holdings were confiscated.
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The amount which was taken should be returned to the private sector as a matter of principle. The rest of ~he
gold supply also belongs to the people, because they paid for It through taxes and inflation. The government
has no use for gold or silver except to support the money supply. The time has come to give it back to the
people and use it for that purpose.
8. Determine the weight of all the gold and silver owned by the U.S. government and then calculate the total
value of that supply in terms of real (silver) dollars.
9. Determine the number of all the Federal Reserve Notes in circulation and then calculate the real-dollar value
of each one by dividing the value of the precious metals by the number of Notes.
10. Retire all Federal Reserve Notes from circulation by offering to exchange them for dollars at the calculated
ratio. There will be enough gold or silver to redeem every Federal Reserve Note in circulation.
Since the value of FRNs would be firmly established in terms of real dollars,
there would be no compelling reason to exchange them, and it is possible that
people would continue to use them in daily commerce. Therefore, to retire the FRNs
and make the transition as quickly as possible, it would be necessary to have the
banks automatically exchange them for real dollars whenever they are deposited.
In short order, they would become collectors' items and historical curiosities.
11. Convert all contracts based on Federal Reserve Notes to dollars using the same exchange ratio. That
includes the contracts called mortgages and government bonds. In that way, monetary values expressed within
debt obligations will be converted on the same basis and at the same time as currency.
12. Issue Silver Certificates. As the Treasury redeems Federal Reserve Notes for dollars, recipients will have
the option of taking coins or Treasury Certificates which are 100% backed. These Certificates will become the
new paper currency.
13. Abolish the Federal Reserve System. It would be possible to allow the System to continue as a check
clearing-house so long as it did not function as a central bank. A check clearing-house will be needed, and the
banks that presently own the Fed should be allowed to continue performing that service. However, they must
no longer receive tax subsidies to operate, and competition must be allowed. However, the Federal Reserve
System, as presently chartered by Congress, must be abolished.
14. Introduce free banking. Banks should be deregulated and, at the same time, cut loose from protection at
taxpayers' expense. No more bailouts. The FDIC and other government "insurance" agencies should be
phased out, and their functions turned over to real insurance companies in the private sector. Banks should be
required to keep 100% reserves for demand deposits, because that is a contractual obligation. All forms of time
deposits should be presented to the public exactly as CDs are today. In other words, the depositor should be
fully informed that his money is invested and he will have to wait a specified time before he can have it back.
Competition will insure that those institutions that best serve their customers' needs will prosper. Those that
do not will fall by the wayside-without the need of an army of bank regulators.
15. Reduce the size and scope of government. No solution to our economic problems is possible under
socialism. It is the author's view that the government should be limited to the protection of life, liberty, and
property-nothing more. That means the elimination of almost all of the socialist-oriented programs that now
infest the federal bureaucracy. If we hope to retain-or perhaps to regain-our freedom, they simply have to go.
To that end, the federal government should sell all assets not directly related to its primary function of
protection; it should privately sub-contract as many of its services as possible; and it should greatly reduce and
simplify its taxes.
16. Restore national independence. A similar restraint must be applied at the international level. We must
reverse all programs leading to disarmament and economic interdependence. The most significant step in that
direction will be to Get us out of the UN and the UN out of the US, but that will be just the beginning. There
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are hundreds of treaties and administrative agreements that must be rescinded. There may be a few that are
constructive and mutually beneficial to us and other nations, but the great majority of them will have to go.
That is not because we are isolationist. It is simply because we want to avoid being engulfed in global tyranny.
Some will say that paying off the national debt with Federal Reserve Notes amounts to a repudiation of the
Debt. Not so. Accepting the old Notes for payment of taxes is not repudiation. Exchanging them for their
appropriate share of the nation's gold or silver is not repudiation. Converting them straight across to a sound
money with little or no loss of purchasing power is not repudiation. The only thing that would be repudiated is
the old monetary system, but that was designed to be repudiated. The monetary and political scientists who
created and sustained the Federal Reserve System never intended to repay the national debt. It has been their
ticket to profit and power. Inflation is repudiation on the installment plan.
The present system is a political trick, an accounting gimmick. We are merely acknowledging what it is. We
are simply refusing to pretend we don't understand what they are doing to us. We are refusing to play the game
any longer.
MEASURING THE SIZE OF THE HANGOVER
So those are the sixteen steps, but what are their effects? It should come as no surprise that there is a price to
pay for a return to monetary sobriety. A hangover cannot be avoided, except by continuing the binge, which is
the road to death.
Let's take a look at what this binge has already cost us. We will measure that by calculating how much each
Federal Reserve Note will be worth when the new money appears.
The following figures are presented for illustrative purposes only. The data are drawn from public sources
and from the Federal Reserve itself, but there is no way to know how accurate they really are.
The total quantity of silver held by the government on September 30, 1993, was 30,200,000 troy ounces. If we
assume the new dollar will be defined as 371.25 grains of silver (which equals .77344 troy ounces), then that
supply is valued at $39,046,338.1
The price of gold on that date was 384.95 Federal-Reserve notes per ounce. Silver was 4.99 fiat dollars per
ounce. The ratio between them, therefore, was 77-to-1.
The supply of gold was 261,900,000 ounces. The value of the gold supply, therefore, (at 77 times its weight in
ounces) was $26,073,517,000.
The value of silver and gold combined would be $26,112,563,338.
The number of Federal-Reserve notes this supply would have to redeem would be the combined total of the
M1 money supply (currency and demand deposits) plus the additional number of notes needed to payoff the
national debt. M1 on September 27, 1993, was 1,103,700,000,000 FRNs. The national debt stood at
4,395,700,000,000 FRNs. The total amount to be redeemed, therefore, would be 5,499,400,000,000 FRNs.
The bottom line of this calculation is that the value of each Federal-Reserve note will be equal to .0047 silver
dollar. One silver dollar would be worth 213 Federal-Reserve notes!
BAD, BUT NOT THAT BAD
That will be a bitter pill to swallow, but it sounds worse than it really is. Remember that the new dollars will
have more purchasing power than the old. Coins will playa larger role in everyday transactions. The nickel
phone call and the ten-cent cigar will have returned. In the beginning at least, the price of these items probably
will be less than that. As explained in chapTer seven, any quantity of gold or silver will work as the
Foundation for a monetary system. If the quantity is low as certainly will be the case at the time of
-------------------------------1. Although the weight of the silver-dollar is 412.5 grains (.8594 troy ounces), it is only 90% pure. Its silver content, however, is
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exactly 371.25 grams (.77344 troy ounces).

transition it merely means the value of each unit of measure will be high. In that case, coins will solve the
problem. Pennies would be used for a cup of coffee; one mill (a tenth of a cent) would pay for a phone call,
and so on. New, small-denomination tokens would fill that need. In a relatively short period of time, however,
the monetary supply of gold and silver would increase in response to free-market demand. When the supply
increases, the relative value will decrease until a natural equilibrium is reached-as always has happened in the
past. At that point, the tokens will no longer be needed and can be phased out
.
An inconvenience? Yes. Vending machines will have to be retrofitted for the new coins, but that would be no
more difficult than retrofitting them to take paper bills or plastic debit cards, which is what will be required if
we do not adopt these measures. It is a small price to pay for an orderly return to real money.
…
To fully appreciate the wisdom of some of these measures, it is well for us to pause and consider the
possibility that a transition to economic safety and sanity will not be orderly. Another variant of the realistic
scenario is that our entire system could collapse, including the international structure being assembled at the
UN. If that should happen, we won't have to worry about an orderly transition to a sound monetary system,
because it won't happen. Our primary concern will be basic survival.
Economic chaos and civil disorder would not necessarily have to be the prelude to world government. If a
sufficient number of people were well enough informed to know in advance what the enemy's game plan is,
and especially if they were in the right places within the system, they might be able to provide leadership at the
critical moment. If there is blood in the streets and long periods of anarchy, it is theoretically possible that
groups of enlightened individuals who have prepared in advance could move into the power vacuum and take
charge. That may sound like another pessimistic scenario, but it is not. In the final analysis, it may be the
most realistic one of all. But we should not hope for it. All we can do is prepare for it should it come to pass.

HOW TO PREPARE
What can we do to prepare financially? To avoid making this a lengthy dissertation, let's use the outline form.
Elaboration should not be necessary.
1. Get out of debt. A mortgage on one's home is a logical exception, provided the price is right. Borrowing for
one's business is also an exception if based on a sound business plan. Speculative investments are not a good
idea in these times unless they are made with money you can afford to lose.
2. Pick a sound bank. Maintain accounts at several institutions. Do not keep over $100,000 in anyone bank.
Remember that not all types of accounts are covered by FDIC. Some institutions now offer private insurance.
Make sure you know to what extent you are at risk. 1
3. Diversify your investments among blue ribbon, over-the-counter, growth, income, large, small, mutual,
bonds, real estate, bullion coins, mining stock, and tangibles. Industries that do well in hard times are
gambling, alcohol, and escapist entertainment. Study the fields and companies in which you invest. Personal
knowledge is indispensable.
4. Avoid the most recent "best" performers. Their great track records are historical. They have no bearing on
future performance. To the contrary, they may now be overpriced and poised for a fall. See how an investment
fared over the long run-at least fifteen years-and particularly how it performed during periods of economic
downturn.
--------------------------1. That is not an easy assignment. It helps to have professional assistance from an independent source which is able to analyze asset
quality, loan ratios, equity ratios, loan-loss reserves, and the like. One of the best sources of this kind of information
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is Veribanc. For a nominal fee, this bank-rating service will provide you with detailed reports on any bank or saving & loan in
America. H you want their brochure, write to them at P.O. Box 461, Wakefield, MA 01880.

5. When investing in coins, avoid those with high numismatic value-unless you are prepared to become an
expert. As with other types of investments, seek advice but don't depend on it. The same is true for diamonds,
art pieces, and other collectibles. Stay with what you know. Otherwise, you will be vulnerable in sharkinfested waters where even the most experienced traders can lose money.
6. Maintain a stash of cash, including some old silver coins. The currency should be enough to provide your
family with necessities for about two months. The coins are for more severe and prolonged conditions. There
is no "correct" quantity. It is a matter of personal judgment and financial ability.
…
Those who are gaining from inflation are not likely to offer serious resistance to it. As they watch their profits
pile up, they may become its most ardent supporters-even though they know deep in their hearts that it will
destroy them in the end.
There is nothing wrong with trying to preserve one's capital on the way down, but the only real solution is to
use one's capital to stop the present trends. In the long run, there is no way to profit from a destroyed
America. There is no refuge from a collapse.
There is no way to protect your assets, your home, your job, your family, your freedom. As Henry Hazlitt
phrased it, "There is no safe hedge against inflation except to stop it."
The best investment one can make at this time is to finance an educational crusade. Americans have allowed
their nation to be stolen from right under their noses because they did not understand what was happening.
There is no hope for the future as long as that condition remains. The starting point for any realistic plan
for survival and beyond is the awakening of America. What does that entail? These are the tasks:
1. Become self-informed. That's not as easy as it sounds. It involves a major commitment of time and money
for books, recordings, and seminars. Do it.
2. Become a pamphleteer. Develop a mailing list of friends who you think would be most receptive to learning
more about these issues. Send them something every month that is informative and not too long to read. See
the end of this chapter for information on how to obtain suitable publications.
3. Join forces with others of like mind. There is strength in numbers. Three people acting alone are a force of
three. When working together, however, they multiply their efforts and equal a force of nine. That is the power
of organization. When choosing an organization, look for experienced and principled leadership which has
proven that it understands the deeper issues and cannot be sidetracked by the Cabal.
4. Form an educational study group. Give it an enticing name such as The Reality Club or The Awareness
Lunch Bunch. Make the meetings interesting and short. Use local speakers, ask members to give book reviews,
show videos, have mock debates, throw parties. The goal is to reach new people, not to preach to the choir.
5. Form ad-hoc committees, along with other like-minded friends, to promote specific projects and programs.
Here are a few hypothetical examples covering a range of issues: The Committee for Sound Money, Parents
for Better Education, Americans for Tax Relief, North-Bay Residents for Private Property. That is an excellent
way to bring pressure to bear on the political structure and, at the same time, attract the support of new people
who share your common objective.
6. Expand your influence within the community. People seldom follow strangers. Become known and
respected for your knowledge. Join groups which are influential within your city or profession. Political
groups are particularly important, regardless of party. Volunteer for work and seek a leadership role.
Personally visit your city and county politicians and maintain ongoing communication. Send them books,
articles, baseball tickets-anything to make sure they don't forget who you are. This is doubly important for
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political candidates. If you have the talent and the aptitude, consider running for some kind of public office
yourself. .
7. Use politics, don't be used by it. We got into our present mess through politics and we must get out the same
way; but getting out is a lot harder than getting in. The strategy, however, is simple: remove the big-spending
internationalists from office and replace them with men and women dedicated to sound money and national
independence. The way to remove the spenders is to expose their voting records to their constituents, most of
whom have no idea how they vote on key issues.
The way to get better candidates elected is to volunteer to work in their campaigns. Work within party
organizations where possible but beware! Never allow loyalty to the party to override loyalty to principle.
Political parties are always controlled from the top, and the major parties are controlled by the very forces we
must oppose. It is imperative that you and your candidate remain independent of party control. Otherwise,
your money and your effort eventually will be used against you.
With that warning aside, we should be encouraged by the fact that the task is not as overwhelming as it seems.
The power to reverse the present trend rests in the hands of only 535 people. There are 435 Representatives
and 100 Senators. To control a majority, all we have to do is influence the election of 268 people. In reality, if
we began to come even close to that figure, we likely would see a wave of sudden political conversions among
those who remain in office. It is possible that we could achieve our goal by influencing the election in only 100
Congressional districts! By using the political freedom that yet remains in our system, we can overthrow the
government of the United States every two years without firing a shot! But we had better get going on it. Time
is running out.

CONCLUSIONS AND SUMMARY
We have finally come to the end of this book. It was not a textbook on banking theory. It was a who-dunnit,
and by now you know the answer.
We have covered a vast expanse of history and have wandered far afield from our main topic. It was
necessary. Without the larger view, the case against the Federal Reserve System would have been weak. It
would have omitted the elements of war, revolution, depression, and fraud. Without that long journey, we
would be limited to a sterile discussion of interest rates, discount policies, and reserve ratios. That is not where
the body is hidden.
In the foreword, it was stated that there were seven reasons to abolish the Federal Reserve System. It is time to
repeat them here:
• It is incapable of accomplishing its stated objectives.

• It is a cartel operating against the public interest.
• It is the supreme instrument of usury.
• It generates our most unfair tax.
• It encourages war.
• It destabilizes the economy.
• It is an instrument of totalitarianism.
The purpose of this book has been to demonstrate the accuracy of those assertions.
A plan for recovery was finally presented which involves sixteen steps, each based upon lessons which
emerged from history. These lessons were mingled with a large amount of theory which is traceable only to
the mind of the author himself. Which is to say there is no guarantee the plan will work. But it is a plan.
It is better to fail trying than to do nothing. Like men on a sinking ship, we must risk the water. We cannot stay
where we are.
-------------------------------
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1. An excellent analysis of the voting records of all Congressmen and Senators is published each year by The New American magazine,
P.O. Box 8040, Appleton, Wisconsin 54913. The same organization makes available bulk supplies of pamphlets tailored to each
Congressional district for distribution to the public. The big spenders hate them!

There undoubtedly are technical flaws in these proposals, for the mechanism is merely a prototype. Someone
surely will discover a gear that will not mesh or a lever that is disconnected. It will need the additional work of
specialists in many diverse fields. Even then, the job will not be complete, for it must finally be handed over
to those who are skilled in drafting legislation. Their task will be two-fold. First, they must make it workable
in the real world of politics. Secondly, they must prevent loopholes and vagaries which could eventually
subvert the plan.
But none of these considerations should deter us from beginning the process. We may not have answers to all
the technical questions, but we do have an answer to the big question. We do know that the Federal Reserve
System must be abolished. Let us, therefore, begin.
The Creature has grown large and powerful since its conception on Jekyll Island. It now roams across every
continent and compels the masses to serve it, feed it, obey it, worship it. If it is not slain, it will become our
eternal lord and master.
Can it be slain? Yes it can.

How will it be slain? By piercing it with a million lances of truth.
Who will slay it? A million crusaders with determination and courage.
The crusade has already begun.

AN INVITATION
If you would like to join me in this crusade to abolish the Federal Reserve and to restore American prosperity,
let me know who you are. I will advise you of important developments and will put you in touch with others
who are already in the battle. I will also send you a list of books, videos, pamphlets, and other materials you
will need for carrying the message to your friends. Send a self-addressed, business-size envelope with two
postage stamps to:
G. Edward Griffin
P.O. Box 4646
Westlake Village, CA 91359-1646
Materials may also be obtained at our website:
www.realityzone.

…
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APPENDIX
(B.) NATURAL LAWS OF HUMAN BEHAVIOR IN ECONOMICS

NATURAL LAW NO. 1
LESSON: When gold (or silver) is used as money and when the forces of supply and demand are not thwarted
by government intervention the amount of new metal added to the money supply will always be closely
proportional to the expanding services and goods which can be purchased with it. Long-term stability of prices
is the dependable result of these forces. This process is automatic and impartial. Any attempt by politicians to
intervene will destroy
the benefit for all.
Therefore,
LAW: Long-term price stability is possible only when the money supply is based upon the gold (or silver)
Supply without government interference.
NATURAL LAW NO. 2
LESSON: Whenever government sets out to manipulate the money supply, regardless of the intelligence or
good intentions of those who attempt to direct the process, the result is inflation, economic chaos, and political
upheaval. By contrast, whenever government is limited in its monetary power to only the maintenance of
honest weights and measures of precious metals, the result is price stability, economic prosperity, and
political tranquility.
Therefore,
LAW: For a nation to enjoy economic prosperity and political tranquility, the monetary power of its
Politicians must be limited solely to the maintenance of honest weights & measures of precious metals
NATURAL LAW NO. 3
LESSON: Fiat money is paper money without precious-metal backing and which people are required by law
to accept: It allows politicians to increase spending without raising taxes. Fiat money is the cause of inflation,
and the amount which people lose in purchasing power is exactly the amount which was taken from them and
transferred to their government by this process. Inflation, therefore, is a hidden tax. This tax is the most unfair
of all because it falls most heavily on those who are least able to pay: the small wage earner and those on fixed
incomes. It also punishes the thrifty by eroding the value of their savings. This creates resentment among the
people, leading always to political unrest and national disunity.
Therefore,
LAW: A nation that resorts to the use of fiat money has doomed itself to economic hardship & political
disunity.
NATURAL LAW NO. 4
LESSON: Fractional money is paper money which is backed by precious metals up to only a portion of the
face amount. It is a hybrid, being part receipt money and part fiat money. Generally, the public is unaware of
this fact and believes that fractional money can be redeemed in full at any time. When the truth is discovered,
as periodically happens, there are runs on the bank, and only the first few depositors in line can be paid. Since
fractional money earns just as much interest for the bankers as does gold or silver, the temptation is great for
them to create as much o it as possible. As this happens, the fraction which represents the reserve becomes
smaller and smaller until, eventually, it is reduced to zero.
Therefore,
LAW: Fractional money will always degenerate into fiat money. It is but fiat money in transition.
NATURAL LAW NO. 5
LESSON: It is human nature for man to place personal priorities ahead of all others. Even the best of men
cannot long resist the temptation to benefit at the expense of their neighbors if the occasion is placed squarely
before them. This is especially true when the means by which they benefit is obscure and not likely to be
perceived as such. There may be exceptional men from time to time who can resist that temptation, but their
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numbers are small. The general rule will prevail in the long run. A managed economy presents men with
precisely that kind of opportunity. The power to create and extinguish the nation's money supply provides
unlimited potential for personal gain. Throughout history the granting of that power has been justified as
being necessary to protect the public, but the results have always been the opposite. It has been used against
the public and for the personal gain of those who control.
Therefore,
LAW: When men are entrusted with the power to control the oney supply, they will eventually use that
power to confiscate the wealth of their neighbors.
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(C.) IS M-l SUBTRACTIVE OR ACCUMULATIVE?
Below is a copy of the author's letter to Mike Dubrow at the Public Information department of the Federal
Reserve System. In a telephone conversation on February 14,1994, Mr. Dubrow said that the assumption
stated in the letter would be correct if it were not for the fact that the system is under the control of a central
bank. The Federal Reserve, he said, would not allow that to happen, because it would be inflationary. The
Fed would reduce the money supply to offset the effect of monetary expansion as dollars moved from M-1 to
M-2 and back to M-1 again. In other words, the assumption is correct, but the Fed has the power to offset it-if
it wants to. The bottom line is that M-1 is accumulative. As such, it is the most meaningful measure of the
money supply.
G. Edward Griffin
Box 4646, Westlake Village CA 91359
Mike Dubrow FAX# (202) 452-2707
Federal Reserve System, Washington, DC
Dear Mr. Dubrow,
January 19, 1994
As we discussed during our phone conversation this morning, I am preparing a paper on the Federal
Reserve System, and an interesting question has arisen. It is so fundamental that almost everyone with
whom I have spoken thought they knew the answer but, upon analysis, have concluded they were not so
sure after all.
IS Ml SUBTRACTIVE OR ACCUMULATIVE?
It is my understanding that there are three optional Definitions of the money supply: .
Ml = currency + short-term deposits.
M2 = MI + short-term time deposits.
M3 = M2 + institutional long-term deposits.
It is clear that, when money is paid out of a checking account and put into a savings account, it increases
M2, but the question is: Does it remain as part of M I or is it subtracted from it? Herbert Mayo, in his book
Investments (Chicago: Dryden Press, 1983), says "If individuals shift funds from savings accounts to
checking accounts, the money supply is increased under the narrow definition (M-I) but is unaffected if the
broader definition (M-2) is employed." This implies that, when money is moved from a checking account
to a savings account, it is subtracted from Ml. Otherwise, it would not increase MI when it is moved back
again from savings to checking. When we spoke on the phone, you confirmed that his interpretation is
correct.
But how can that be? The money moved from checking to savings or any other investment does not
disappear into a vault. It is spent in fulfillment of the investment project. It is given to a vendor or a
contractor or an employee and reappears in their checking accounts where it becomes part of MI once
again. It would seem, therefore. that it doesn't really leave M I at all. It merely increases M2.
I have hypothesized one possible explanation. It is that the money does, in fact, disappear into a vault, or at
least into a bookkeeping ledger, for a short period of time. That would be the time between its deposit into
the savings account and its subsequent transfer to the checking accounts of borrowers. The time period
might be short-perhaps less than thirty days on the average-but it still needs to be considered when
calculating the money aggregates. Therefore, MI is reduced when money is transferred from checking to
savings, but that is only a temporary effect. MI will be increased once again just as soon as the new M2
money is redirected to borrowers. Is that a correct explanation?
Thank you for your help with these puzzling items.
Sincerely,
G. Edward Griffin
(805) 496-1649
END…

