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How Much Garbage Is There?
An awful lot.
First, let’s consider some of the categories of the in-

terlocking global financial garbage that will simply be 
written off, or returned to the City of London and Wall 
Street for them to handle on their own. It will not be 
bailed out by governments—i.e., by you, the taxpayer. 
This is by no means a comprehensive list, but it includes:

•  Derivatives instruments, such as MBS (mortgage-
backed securities), CDO (collaterized debt obliga-
tions), CDS (credit default swaps), foreign exchange 
swaps, and commodity futures markets. Derivatives in 
general are the lion’s share of the total speculative 
bubble; nobody really knows the amount involved, but 
it clearly surpasses $1 quadrillion, and infects the entire 
Trans-Atlantic financial system.

It is pointless for our purposes here to either try to 
define, or quantify, each of these forms of financial 
cancer. Instead, we refer the reader to the succinct defi-
nition of derivatives provided by EIR’s John Hoefle (see 
box, “What in the World Are Derivatives, Anyway?”).

•  Third World debt, which officially totals a mere 
$2.5 trillion, is almost entirely illegitimate debt which 
has been paid many times over by these countries.

•  Stock markets worldwide.
•  The trillion-dollar international drug trade.
On the other side of the ledger, we have obligations 

that will be defended and guaranteed under the Glass-
Steagall standard, including:

•  Social Security, Medicare, Medicaid, and similar 
government programs serving the general welfare.

•  Pensions,  from  both  the  public  and  the  private 
sectors.

•  Business loans for productive activities.
•  Family  home  mortgages—as  distinct  from  the 

fraudulent Ponzi scheme built up on mortgages by the 
leading banks.

•  Infrastructure investment projects.
•  Commitments  by  states  and  municipalities  for 

productive economic activity.
Globally, speculative financial assets have grown 

from about $200 trillion in 1997 (before Glass-Steagall 
was revoked), to well over $1,000 trillion ($1 quadril-
lion) today—a fivefold increase. During this same 
period, the physical economy, and its valid obligations, 
have been savagely shrinking, such that the ratios are 
now unmanageable.

Look at the situation of America’s leading banks. 
They have been thoroughly taken over by the cancer of 

What in the World Are 
Derivatives, Anyway?
The easiest way to grasp the nature of the deriva-
tives markets is to think of a dog with a bad case 
of fleas. The fleas, whose existence depends upon 
eating the dog, set up little empires buying and 
selling the dog’s blood. They are so successful, in 
fact, that the dog begins to die. This presents the 
fleas with a real dilemma, but being clever little 
critters, they come up with a solution. Instead of 
trading the dog’s blood, they switch to trading 
blood futures. Suddenly, their trading is no longer 
limited to the amount of blood they can suck out 
of the dog—they are now trading virtual blood, 
which by its nature is unlimited. Their trading em-
pires expand as never before, making them rich 
beyond their wildest dreams—and who cares if 
the dog has died in the meantime?

—John Hoefle

Derivatives $78.7 trillion

Assets $2.1 trillion

Equity Capital $176 billion
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A Dog with a Bad Case of Fleas:
JPMorgan Chase & Co.
(Dec. 31, 2010)


