FDR’s Glass-Steagall, and distributing the first 500
copies of LaRouchePAC’s “Draft Legislation To Restore the Bank of the United States,” the necessary
companion-piece of a return to the Glass-Steagall
standard (see p. 4).
The report of the Fed’s bankruptcy comes as a shock
only to those who have not followed Lyndon LaRouche’s writings over the years (see box). But that reality now finally appears to be dawning on large numbers of major players within the trans-Atlantic financial
community—including the Fed itself, the Wall Street

LaRouche in August 2009:
The Fed Is Bankrupt!
During an Aug. 1, 2009, webcast, Lyndon LaRouche emphasized the need for a Third National
Bank of the United States:
First of all, I think we’re going to have to recognize that the Federal Reserve System is, by any
appropriate approach, bankrupt. It is a private corporation, which was created, unfortunately, by the
U.S. government, in a certain manner of speaking,
under Woodrow Wilson. It is bankrupt. Who is
going to pay those debts? All this money issued is
a debt. All this utterance is a debt. Who is supposed to pay? Who contracted to pay that debt?
I know that the Federal Reserve System is
bankrupt. It covers up for its bankruptcy by printing money. This reminds us of Germany in 1923,
doesn’t it? Therefore, look, the point is, the
United States has to have the guts to declare the
Federal Reserve System bankrupt. That’s the way
to get at it. It is bankrupt, so let it prove that it has
assets, to cover this utterance. If not, we put it into
bankruptcy.
What we do is, we simply get rid of it by bankruptcy. Just take it off the books. It’s bankrupt; it
took itself off the books, by going bankrupt. Easiest way of skinning that cat. Now, then what
we’re going to have to do is, we’re going to have
to develop the Third National Bank of the United
States.
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banking crowd, and their British senior partners—
namely, that the Fed itself is flat-out bankrupt.

Easing Your Way into Bankruptcy
The Fed is now reaping what it itself has sowed, at
London’s insistence, with its policy of hyperinflationary quantitative easing, in response to the 2008 blowout
of the world financial bubble. From 2008, through the
end of 2012, the Fed issued over $2.5 trillion in new
funds simply pumped into the banking system. In 2013,
the Fed is on course to pump in an additional $1 trillion,
through QE. (The total bailout of the banks is much
larger than that, by an order of magnitude; the QE is
simply the new cash that the Fed has pumped in directly).
The argument put forth by the Obama Administration for public consumption to justify these bailouts,
has been along the lines of: “Hey, we have to help out
the banks, so that they can in turn resume lending to
businesses and consumers.” But that was neither the
result, nor the real intention. Over the same period in
which U.S. QE totaled over $2.5 trillion, bank deposits
did in fact rise by nearly $1.7 trillion. But was this
money then lent out by the banks? Of course not: It
went to feed the speculative cancer. As a result, total
bank lending contracted by nearly $1 trillion between
2008 and 2012, at the same time that QE rose by $2.5
trillion.
But the real problem is even worse than that, because
a quick rule of thumb is that perhaps half, at most, of
bank lending in any given year is actually productive.
The other half is speculative by it nature, consisting of
interbank lending, placing bets on mortgages, and so on.
Nor is this policy limited to the United States. The
British Empire’s entire trans-Atlantic financial system
has been hollowed out by this same speculative lunacy.
In the United Kingdom, over the same period, the
Bank of England has likewise issued some $590 billion
in QE, and bank deposits have also risen—by a dramatic $1.1 trillion, a 42% jump. Bank lending predictably fell in the U.K. during this period, just as it did in
the U.S., in this case, by some £80 billion (or $125 billion, at the current exchange rate), a 5% drop.
The same holds true for the policy of the European
Central Bank (ECB) for continental Europe. Over this
same period, the European equivalent of QE—quaintly
known as LTRO, or Long-Term Refinancing Operations—has weighed in with over $1.3 trillion in new
funny money, to try to bail out the bankrupt European
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