of the genocide that threatens in the short term to be a
consequence of global hyperinflation.
The escalation of the crisis in Korea, with people in
the Anglo-American countries already debating, in all
seriousness, the legality of a nuclear first strike against
North Korea (if a threat from North Korea were detected), demonstrates the following: The world is on the
brink of thermonuclear apocalypse, and it would not the
first time in history that collapsing empires attempted,
as a last resort, to stay in control using wars. Except this
time it could cause a global thermonuclear war that
would obliterate the human race, and then no one would
be left who might enjoy the result - not even the Queen
of Great Britain.

with new challenges that we must overcome if we are to
survive as a species. We are also reminded of the concurrence on Feb. 15 of the flyby of the asteroid, and the
unexpected asteroid explosion over the Urals.
In the U.S., a movement is growing for the reinstatement of the Glass-Steagall Act, where 13 states have
bills and resolutions on their agenda calling on Congress to take such action. This is exactly what we need
in all European nations. Then we can dispatch the
Troika to their retirement home—in Hell!
Translated from German by Daniel Platt.

Documentation

No Partial Solutions Are Possible
The faster a large part of like-minded people (optimistically, maybe 5% of the population) realizes that
we are dealing with a systemic collapse, in which there
can be no partial solutions, the greater the chance that
we can implement the existing solution to this crisis in
time. Individual issues, be they ever so legitimate in
and of themselves, will not do any good, whether they
be the policies of opponents of military exports or the
anti-euro parties.
Only a complete paradigm shift can bring an answer
to the systemic collapse: a shift which places man back
in the center of politics and economics; which makes
the general welfare, certified by Germany’s constitution, into the basis for domestic politics, and international law into the basis for foreign policy; which, instead of a return to barbarism, chooses scientific and
technological progress and human creativity as the
method of problem solving; and which, instead of
mind-numbing banality and the cult of ugliness, promotes Classical culture and the idea of freedom through
beauty, to achieve a new renaissance.
The absolutely essential first step must be the introduction of the two-tier banking system, not in the deceptive packaging of “ring fencing,” the Liikanen proposal, or the Volcker Rule, but exactly as it was done by
Roosevelt in 1933. The casino economy and, more fundamentally, monetarism, must be replaced by physical
economy, which enables the long-term survival of
human civilization.
Our planet is not in a vacuum or a closed system, in
which we asymptotically adapt to an absolute limit as in
the Second Law of Thermodynamics, but rather our
planet is part of the universe, whose laws present us
April 12, 2013
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Quantitative Stealing:
A Recent Chronology
This is a chronology of salient points in the process of
discussion and elaboration of the“bail-in” or “Cyprus
Template” policy of stealing bank deposits. It shows
that, although the bail-in scheme predates the obvious
breakout of the global financial crisis, there was a shift
after the Lehman Brothers shock of 2008. It also shows
the central role played by the City of London and the
Financial Stability Board (FSB), the entity that former
Italian Economy Minister Giulio Tremonti called “the
Trojan Horse of international finance.” The FSB is
nothing other than a branch of the Bank for International Settlements (BIS), in whose premises it is
hosted.
Jan. 28, 2010: The Economist publishes a guest article entitled “From Bail-Out to Bail-In” by Paul
Calello, the head of Crédit Suisse’s investment bank,
and Wilson Ervin, its former chief risk officer, pushing
“a new process for resolving failing banks.” Calello and
Ervin draw the “lessons of Lehman’s failure,” telling
how they had participated at meetings at the Federal
Reserve “over that fateful weekend in September
2008. . . . When the two of us left the New York Federal
Reserve on Sunday night, we knew that the financial
landscape was in for a seismic shock.” Lehman’s bankruptcy could have been kept at $25 billion, instead of
the $150 billions of shareholder and creditor losses—if
a bail-in scheme had been in place, they write. A bail-in
“offers a powerful new way to recapitalize financial inEconomics
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stitutions using a bank’s own money, rather than that of
taxpayers . . . and prevent individual problems from
turning into systemic shocks.”
July 21, 2010: Enactment of the Dodd-Frank legislation.
Oct. 8, 2010: FSB chairman Mario Draghi, speaking at the Peterson Institute in Washington, calls for
legislation on the model of Dodd-Frank throughout the
world, and moving to a bail-in policy “to resolve SIFIs
without disruptions to the financial system and without
taxpayers’ support.”
Oct. 20, 2010: The FSB issues recommendations on
“Reducing the Moral Hazard Posed By Systemically
Important Financial Institutions” (SIFIs).
November 2010: A bail-in working group at the
FSB is set up upon request of G-20 leaders at their
meeting in Seoul.
February 2011: The European Commission publishes a document proposing that resolution authorities
be given significant power to write off equity and write
down or convert subordinated debt. “Resolution authorities would have discretion as to which classes of
debt would be written down or converted in a particular case, the extent of the ‘haircut’ and, where relevant,
the rate of conversion. The exercise of that discretion
might take into account, among other things, the systemic risks of writing down certain creditors,” the
report says.
May 3, 2011: The FSB’s Draghi calls for EU legislation “to govern bail-in powers.” “Any such toolkit
should include bail-in powers to ensure that the costs of
such failures are met by shareholders and creditors
rather than taxpayers or the wider financial system,” he
says.
July 19, 2011: The FSB issues a consultation draft
on “Effective Resolution of Systemically Important Financial Institutions.”
Sept. 2, 2011: Crédit Suisse sends its suggestions to
the draft, probably written by Calello and Ervin.
Nov. 4, 2011: The FSB issues an “International
Standard for Resolution Regime,” centered on bail-in
procedures:
“3.5 Powers to carry out bail-in within resolution
should enable resolution authorities to:
“(i) write down in a manner that respects the hierarchy of claims in liquidation (see Key Attribute 5.1)
equity or other instruments of ownership of the firm,
unsecured and uninsured creditor claims to the extent
necessary to absorb the losses; and to
8
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“(ii) convert into equity or other instruments of
ownership of the firm under resolution (or any successor in resolution or the parent company within the same
jurisdiction), all or parts of unsecured and uninsured
creditor claims in a manner that respects the hierarchy
of claims in liquidation;
“(iii) upon entry into resolution, convert or writedown any contingent convertible or contractual bail-in
instruments whose terms had not been triggered prior to
entry into resolution and treat the resulting instruments
in line with (i) or (ii).
“3.6 The resolution regime should make it possible
to apply bail-in within resolution in conjunction with
other resolution powers (for example, removal of problem assets, replacement of senior management and
adoption of a new business plan) to ensure the viability
of the firm or newly established entity following the
implementation of bail-in.”
June 6, 2012: The EU Commission issues a 171page draft “Directive of the European Parliament and
of the Council for Bank Recovery and Resolution,”
which is centered around a bail-in scheme including
confiscation of deposits above the guaranteed threshold
of EU100,000.
End of 2012: Switzerland introduces a bank resolution scheme which anticipates the “Cyprus template,”
providing for deposits over SFr100,000 to be part of the
bail-in capital. One can see the footprints of the Crédit
Suisse High Risk desk behind this.
March 11, 2013: European Central Bank VicePresident Vitor Constancio explains, at a Chatham
House conference in London, that the bail-in mechanism is a central feature of the planned Eurozone Banking Union, and calls for the EU Bank Recovery and
Resolution Directive (the 2012 draft) to “be adopted
by the middle of this year.” The Directive will “provide
a better framework for coordinating resolution of
cross-border banks and provide national authorities
with new resolution powers. These new powers—like
writing down capital instruments and bailing-in creditors—should help ensure that the financial sector,
rather than taxpayers, bears the burden in future bank
resolution.”
March 26, 2013: Second Cyprus deal, with all deposits over EU100,000 being included in the bail-in.
Eurogroup President Jeroen Dijsselbloem says that
Cyprus is a template for all of Europe. “You need to be
able to do the bail-in as well with deposits,” says MEP
Gunnar Hokmark (Sweden) who is leading negotiaEIR April 12, 2013

tions with EU countries to finalize the law for “banking resolution” to be voted at the European Parliament.
“Deposits below EU100,000 are protected . . . deposits
above EU100,000 are not protected and shall be treated
as part of the capital that can be bailed in,” Hokmark
tells Reuters, adding that he is confident that a majority of his peers in the European Parliament back the
idea.

The Cyprus Template

‘Bail-In’ vs.
Glass-Steagall
LaRouchePAC TV’s Dennis Mason and EIR Economics
co-editor Paul Gallagher on April 4, discussed the differences between Franklin Roosevelt’s Glass-Steagall
approach to solving the financial crisis, and the bail-in
crime of today.
Dennis Mason: We’ve been reporting that what
these guys are doing with the bail-in operation, is the
same thing that was investigated with the Pecora Commission under FDR, legislated as crime, prosecuted. . . .
They are essentially just stealing people’s money to try
to keep the bank going. . . .
Paul Gallagher: Yes. This was notorious in the
1926-1930 period and the investigation of it—by Ferdinand Pecora—that the depositors were being converted
into shareholders, and then losing the value of their
shares, in a way that we have just seen done by fiat in
Cyprus; that is, the deposits were taken, and the depositors were given essentially worthless shares—a 99.5%
of their value—in the large bank that was failing.
And again, in Spain: Six different banks in Spain,
where the depositors wound up with shares; and in
that case, with most of those banks in Spain, including
the big one, Bankia, which is bankrupt—the depositors had been duped in advance in the last three years
into converting all or part of their deposits into shares.
And then the shares, just a couple of weeks ago,
became worthless, so they lost their deposits in the
same way, while these insolvent banks, incredibly,
remain open!
And that latter is exactly what constituted the main
April 12, 2013
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outrage, in the sense of driving the public outrage that
resulted from it, in the Pecora hearings in 1933. The
investigation had started in ’32, but once they really got
going with Ferdinand Pecora as the chief investigator in
’33; he focussed on National City Bank, the largest
commercial bank in the country at that time, with
branches all over the country, and the way that it had
mobilized its investment arm, National City Corporation, the investment bank affiliated with it, through intensive campaigns in every single National City Bank
branch around the country, taking place involving the
depositors, the employees. Everyone was being dragooned into buying National City stock with their deposits.
And then, they were being dragooned into buying
other stocks that National City Company, the investment company, was speculating in, so as to support
those speculations and make money for the insiders
who were in the middle of these speculations.
When the Crash came in ’29, and particularly in the
following year, ’30 and into early ’31, most of these
depositors who had been pulled in in this way, into converting their deposits to stock, lost most of the value,
and were fleeced in exactly the same way as is happening today.

Pecora Takes on National City
Mason: That’s their life savings. Everything they’ve
worked for just vanished.
Gallagher: Sure, sure. And the Senate report of
June 6, 1934—which is the final Senate Banking Committee report on the entire investigation which Pecora
carried out, which led to Glass-Steagall—that report is
full of anecdotes, full of stories of people whose life
savings were gone, including people who had had a
good deal of money to start with. They lost it all in this
process, while National City Bank remained, not only
open, but until the Pecora hearings, retained a reputation very much like JPMorgan Chase today, as a soundly
managed, very clever, very large, impregnable bank,
and so on—until Pecora got hold of Charles Mitchell,
the CEO of National City, and ruined him by showing
exactly what his bank had done, to remain open in this
way.
The report then goes through the language of the
Glass-Steagall Act, which had been passed the year
before the report was finally written; it goes through that
language in order to make clear that the Glass-Steagall
Act was passed, above all, to make this kind of practice
Economics
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