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Books that Influenced this Research

' by G.Edward Griffin

A Second Look at the Federal Reserve

608 pages,@ed. 2002 724 pages, 2002



1. Whatis Money ?

iMoney existsnot by nature

but by lawo
ﬁn. Text Def.
Q Z g Mone Z »'C:}
A Medium of MV Receipts ’ Payments
Exchange

A Unit of Account

A Store of Value PT -t % Commodity [ % "

Sales Purchases




S
Public Money (by law)

T | PublicMoney

Non-metal

Shell, Cloth (Silk)

Commodities Woods, Stones, etc

Metal
Coinage

Paper
Notes

Intangible
Numbers

Digits

Non-preciousMetals
Copper, Silver, Gold

Sovereign Notes
Government Notes

Electronic Substitutes

Examples

A Metal Coins

A Continental Currency
bills of credit (1690)

A Greenbacks (1862)

A Dajyokansatsu (1868)
(Japan)



http://ja.wikipedia.org/wiki/%E3%83%95%E3%82%A1%E3%82%A4%E3%83%AB:Daij%C5%8D-kan_bill.jpg

"~ DebtMoney CumentSystem

- Money out of Nothing (Thin Air}

What is Debt Money ? Who create Debt Money?

ey Supply

ncy Outstanding
otesand Coins)

eposits Credjts)

Money Supply M1
(Japan, 2009, '
Coins . . Monetary Control

16.6% by (and for)

Bank Note QD"
410.2 82.5% the Bankers

Deposits



Pe oney

Meon Tenoet -

. Medium of Exchange L X——F>  Money X0

Receipts Payments

100%

. Unit of Account

., Store of Value - > Commodity <@ X o
Sales Plrchases
Money Supply
Money | 16.604




Public vs Debt Money(by law)

- PublicMoney <=y Debt Money

Non-metal

Shell, Cloth (Silk)

Commodities Woods, Stones, etc

Metal
Coinage

Paper
Notes

Intangible
Numbers

Digits

Non-preciousMetals
Copper, Silver, Gold

Sovereign Notes ‘
[ Government Notel

Electronic Substitutes

Gold(smith) Certificate:
(Central) Bank Not

Deposits
(Creditsby Loan)

Electronic Substitutes

This Battle to Control the Money Powerhas raged for millenniaver the same dividing line:
will the money system bprivately controlled by the few, to favor the few; or will it be
publicly controlled by government, potentially for the common good.




2. Debt Crises As
A Systemic Failure

Current Debt Money System

IS Not Working !

A Financial Crises : 1929, 2008

ANat 61 Debt Cri ses:



File:Public debt percent GDP world map.PNG
From Wikipedia, the free encyclopedia

100%+
90-100%
80-90%
70-80%
60-70%
30-60%
40-50%
30-40%
20-30%
10-20%
0-10%

DebtGDP Ratioin 2010

33 OECD Countries 66.7%
World Average 58.3%



Public Debt-GDP Ratio(%)
of OECD Countries in 2010

Ratio(%) Ratio(%)

Japan 196.4 Israel 77.3
Greece 144.0 Germany 74.8
Iceland 123.8 Hungary 72.1
Italy 118.1 Austria 68.6
Belgium 102.5 UnitedKingdom 68.1
Ireland 98.5 Netherlands 64.6
United States 96.4 Spain 63.4
France 83.5 Poland 50.5
Portugal 83.2 OECD 66.7
Canada 82.9 World 58.3

18 Countries out of 33 OECD countries > 50% |


http://en.wikipedia.org/wiki/Gross_domestic_product
http://en.wikipedia.org/wiki/Gross_domestic_product

Debt Crisis in Japan
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Debt Crisis In US !

US National Debt Ceiling: 14.3 trillion

(ir Billior Dollars)

8/2/2011
Nixon Shock 197
No Convertibility
between US dollar
and Gold l|| |
|||lll||||||II|I“|I|‘||“|‘|||

1570 1972 1974 1976 1578 198D 1582 1984 1986 1988 1950 1552 1534 1996 1998 2000 2002 2004 2006 2008 2010



US National Debt and its Forecast

1970- 2020

Forecasted Debt
US National Debt
40,000 US Debt - time graph
US Debt
Accumulation Rate = 9% Forecast
Doubling Time = 7.7 year 2012 15,674
e 2014 18,733
Nixon Shock 197 2016 22,389
- No Convertibility 2018 26,759
| between US dollar 2020 31,981
and Gold Ceilipd] 14.3 trjlon
10,000
puunpiil || II II II II II Il Il I| I‘ |‘ |‘ |‘ “ “ “ “ “ “ “ “ ||

01970 1973 1976 1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

1971 1974 1977 1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019
1972 1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020



Billion Dollars

US National Debt and its Forecast

1970- 2020

32,000
Year US Debt
24.000 2020 Forecast
Debt 32 trillion
16,000 GDP 21 trillion
DebtGDP
Ratio 129%
8,000
0

Accumulation Rate = 9%
Doubling Time = 7.7 year

Ceilj

g:-14.31

rillion

1970 1975 1[980 1985 1990 1995 2000 2005 2010 2015 2020

Time (Year)

US Debt : Forecasted Debt— 1

US Debt : US National Debt o va




Defaults, Financial Meltdown and Hyphkrflation

Money
Supply
mues to accumulate Hyper- pu
Inflation < }
~——
Forced Money
Supply
Housing o .
vernment <—— N
Bubbles Security Interest
Prices Rate
Debt
/ ‘\
i Borrowing
isi Payment

\L@'

Deficit




3. Solutions of Debt Crisis
under
A Debt Money System
of Open Macroeconomies



YenReal/Year

Mostly Equilibria in the Real Sector

Potential GDP, GDP and Aggregate Demand

560

Potential GDP = GDP(real) = Aggregate Demand

LS
280

140 | °

0

0 ) 10 15 20 25 30 35 40 45 50
Time (Year)
Potential GDP : Equilibrium (Debt)y—+ + + + t t
"GDP (real)" : Equilibrium (Debt) ra ra 2
"Aggregate Demand (real)" : Equilibrium (Debt)y—s 3
"Consumption (real)" : Equilibrium (Debt)# 4 4 4 4 4
"Investment (real)" : Equilibrium (Debt)

Np
Np
Np

o
o
o




Yen

Vv

Debt (Government)

800
600
400
200

0

0 5 10 15 20 25 30 35 40 45 50
Time (Year)

"Debt (Government)" : Equilibrium (Debt) + t + + + + t

US National Debt
(ir Billion Dollars)

12,000

10,000

o
- II || || |
ollllIlI||||||||I
1570 1972 1974 1976 1578 1980 1582 1984 1986 1988 1990 1952 1554 1996 1!

998 2000 2002 2004 2006 2008 2010

Year

ISBuI
In the Debt Money System

Built-in Debt
For Growing Economy
By Keynesian Policies

Debt-GDP ratio

2
1.473

1.5

1

0.667

0.5

0

0 5 10 15 20 25 30 35 40 45 50
Time (Year)

"Debt-GDP ratio" : Equilibrium (Debt) + + + + + + +



Iquidation FOlICIES C

under A Debt Money System

Policy A: Spend Less

10% Spending Less at t=6 (line 2)
(Primary Balance Ratio of 90%)

Government Budget and Debt

120 Yen/Year
400 Yen
Debt
80 Yer]/Year /D T 9 9 o ) 9 ) o o
200 Yen
. W
0 Yen
0 5 10 15 20 25
Time (Year)
Tax Revenues : Primary Balance(=90%)—t + 1 + + + 1 Yen/Year
Government Expenditure : Primary Balance(=90%)2 2 2> 2> 2> 2> Yen/Year

S S % Yen

"Debt (Government)" : Primary Balance(=90%Ys

NF

OVE S enl

Tax More

Policy B: Tax More

Excise Tax More (5%+5%) (line 1)
and 8.5% Spending Less at t=6 (line 2)

Government Budget and Debt

120 Yen/Year
400 Yen
Debt

80 YenYear| —+——  ~ ~  ~ ~ T T @
200 Yen
40 Yen/Year
0 Yen

0 5 10 15 20 25

Time (Year)

Tax Revenues : Excise Tax (5+5%)y+—+—+—+—+—+—+— Yen/Year
Government Expenditure : Excise Tax (5+5%)—2——2——2——2——= Yen/Year
"Debt (Government)" : Excise Tax (5+5%)—s——s%—s—5—5—=5 Yen




Yen

800

600

400

200

under A Debt Money System

Debt (Government)

Built -in Debt

For Growing Economy

0
0 5 10 15 20 25 30 35 40 45 50
Time (Year)
"Debt (Government)" : Equilibrium (Debt) T T T T T T T T T T
"Debt (Government)" : Primary Balance(=90%) 2 2 2 2 2 2 2 2 2
"Debt (Government)" : Excise Tax (5+5%) 3 3 3 3 3 3 3 3 3

Year

(Line 1) Equilibrium
(Line 2) Primary Balance Ratio of 90%
(10% Spending Cut) at t=6
(Line 3) Excise Tax (5%+5%)
(and 8.5% Spending Cut) at t=6

Debt-GDP ratio

2
1.473
1.5
110.667
0.5
0.65
0.44
0
0 5 10 15 20 25 30 35 40 45 50
Time (Year)
"Debt-GDP ratio" : Equilibrium (Debt) + + +
"Debt-GDP ratio" : Primary Balance(=90%) 2> 2> 2> 2> 2>

"Debt-GDP ratio" : Excise Tax (5+5%) 3 3




Liquidation of Debt is Costly !

GDP (real)
380
5 355
o
Z
& 330
e
c
$
305 }
®
0 5 10 15 20 25

Time (Year)
"GDP (real)" : Equilbrium (Debt) +—t—+——+——+——+—+—+—+%
"GDP (real)": Primary Balance(=90%p——2——2——2——2——2—2>—2>——
"GDP (real)" : Excise Tax (5+5%)—s——s

o o o o o o
9 9 9 9 9 9

w



GDP Gap Ratio and Unemployment Rate

Dmnl

GDP Gap Ratio
0.04
13times up (2)
0.03 ‘ .
GDP Gan Rat Potential GDP—GDP(real)
ap Ratio= :
Potential GDP
0.02
Unemployment rate
0.01 0.08
0 . i 0.06
0 5 10 Time (vean 15 20 25 9 t
GDP Gap Ratio : Equilibrium (Debt) +—t+—+—+—+—+—+—+—+—+—+—+ ImeS u
GDP Gap Ratio : Primary Balance(=90%) |
GDP Gap Ratio : Excise Tax (5+5%) 555 = 35—3—3—3—3—=3 3=
g 0.04
0.02
0o 10 “‘15“20“25
Time (Year)

Unemployment rate : Equilibrium (Debt)

Unemployment rate : Primary Balance(=90%)
Unemployment rate : Excise Tax (5+5%)




Yen/(Year*Person)

Wage Rate

24
2.25
/H_H/
2.1 Hiji\:\\g\?/?’,z\ ”/M
- J\
1.8
0 5 10

Time (Year)

Wage Rate : Equilibrium (Debt) +—t—+—%

Wage Rate : Primary Balance(—90%)

Wage Rate : Excise Tax (5+5%) 553553

1/Year

Inflation Rate

0.02

A ABIY
MY A%

sl

-0.01 .
6 times down(2)
-0.02
0 5 10 15 20 25
Time (Year)
Inflation Rate : Equilibrium (Debt) 3%

Inflation Rate : Primary Balance(=90%)
Inflation Rate : Excise Tax (5+5%) —8—8% 8% 88 —3—3 —3—3—3—3
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Foreign Recessions Contagiously Triggered

GDP Gap Ratio.f

0.02
0.015
0.01
0.005
0 - = 2 ‘ |
0 5 10 15 20 25
Time (Year)
"GDP Gap Ratio.f* : Equilibrium (Debt) + + + + + + +
"GDP Gap Ratio.f* : Primary Balance(=90%) ra ra ra ra ra ra
"GDP Gap Ratio.f"* : Excise Tax (5+5%) 3 3 3 3 3 3 3

Macroeconomic System Modeling Overview,

[t

Unemployment rate.f

0.01
0.0075
0.005
0.0025
0 — P S
4 By ey C T T T T
0 5 10 15 20
Time (Year)
"Unemployment rate.f* : Equilibrium (Debt) + T T T T T T T
"Unemployment rate.f" : Primary Balance(=90%) 2 2 2 2 2 2 2 2 2
"Unemployment rate.f" : Excise Tax (5+5%) 3 3 3 3 3 3 3 3




Yen/Year

A Liguidation Traps of Debt

Tax Revenues (Policy A) Tax Revenues (Policy B)
65 80
61.25 72.5
©
O
57.5 Z 65
(%
>
53.75 57.5
50 50
0 5 10 15 20 25 0 5 10 15 20 25
Time (Year) Time (Year)

Tax Revenues : Equilbrium (Debty—t+—+—+—+—+—+—+—+—+¢ Tax RevenueS:Exc@se Tax (5+5%) Onyt——+—+—+—+—+—+—+
Tax Revenues : Primary Balance(=90%)—2——2——2——2——2——%——2——=2 Tax Revenues : Excise Tax (5+5%)—2 e >
Government

Normal —— Expendltures Budget
Spending e
Deficit ! I
Revenues
Bailout /
Stimulus Revenues Crisis

Packages Spendlng Crisis

\ Recession

Current Macroeconomic System is a Deadtnd !



ysStemic raliure or be oney

Growing
Econom

D
Quantity Theory of MoneyMV =P T.o®

O
Debt Money failed to be provided ¢
to meet the growing economy!

. Gold Standard Failed (1930s)

. Gold-Dollar Standard Failed (1971)

TGor A M,

. Dollar Standard Collapsing (2010s?)

"GOPTAMTy A Debty



4. A Public Money System

- American Monetary Act



Lessons from the Great Depression in 1930s

(1) Banking Act of 1933 (GlaseSteagall Act)
Separation of Depository Banks
from Wall Street Investment Banks
- Repealed in 1999 by
Gramm-Leach-Bliley Act




Chicago Plan

As | have stated elsewher

Irvin g come to believe that the p
"properly worked out and

F 1S h er IS incomparably the best
ever offered for speedily a
permanently solving the p
depressions; for it would r
the chief cause of both bo

100% Money

and the depressions, namely the |
Public Debt of demand deposits, tied re
now, t o b@sn k a |

Professor Emeritus of Economics « 1009 MONEY,Aldephi Company, NY,
Yale University, 1936




A Monetary Reform:
Chicago PlanA American Monetary Act

- Money out of Nothing-

1. Privately-Owned
Central Bank
Issues Money (Notes)

2. Credit Creation by
Commercial Banks
(A Fractional
Reserve System)

3. Monetary Control
by (and for)
the Elite Bankers

A Public Money System
- the American Monetary Act -

1. Government Issues Money
(Nationalization of
the Central Bank)

2. 100% Fractional Reserve
Abolishment of
the Credit Creation

3. Money as Public Utility
for the Economic Growth
and Public Welfare



1. Government Issues Money

Assets Liability

Government Debt-GDP rat“‘—(Revenues)>

Debt Period

e f o

Government
<Government Borrowing - Debt (Government)| < X -

Securfies Newly (nominal)> Interest paid by the Government Debt Government Securities
Issued> / Government (Banks) Redemption Newly Issued
(Selgmorage) Interest paid by t Initial Government

Time> Government (Consume: Debt \ \
h

Interest paid by the Switch Switc

Government (Seigniorage) elgnlorage) <G§;§£E§ﬂe "

Interest paid by the
<Interest Rate Government (Central Bank)

<Switch

I
<Seigniorage> Government

i Cash (Government)
Crediting

Revenue-dependent <—

Expenditure ;
S\Mtch \
<Tax Revenues>
..
Primary Public Money
Balance .
Governme Interest paid by the Retained Eamings
Government> Issue Duration
Expenditure (Government)
\ <Taxon
Government Public Money Production>
Deficit Expenditure
Change in <Public Money>
Time for Tax Revenues <Income Tax>
. -~
Fiscal Policy
<Government Debt »
Redemption> Initial Cash <Corporate Tax>
(Government)
<Interest paid by
the Government> Growth-dependent < o
Expenditure
Change in
Expenditure

Base Expenditure T GrowthRate>
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2. 100% Required Reserve Ratio

Required Reserve Ratio

1
0.75
0.5
Line 3: 100% in 5 Years
Line 4: 100% in 10 Years
0.25
O L 4 1 2 a 1 1 1 1 1 1 1
0 5 10 15 20 25
Time (Year)
Required Reserve Ratio : Equilibrium (Debt) 1 1 1 1 1 1
Required Reserve Ratio : Public Money (100% 1 Yr) > VA pA P pA 2
Required Reserve Ratio : Public Money (100% 5 Yr) 3 3 3
Required Reserve Ratio : Public Money (100% 10 Yr) i i piy
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! ’ Reserves (Central Bank)
c
S 200 1,000
0.01
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100 Time (Year) 750
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5. Solutions of Debt Crisis
under
A Public Money System
of Open Macroeconomies



o
400

Debt (Government)

(lines 4)

Under
A Public Money System

Debt (Government)

800
600
200 - - °
800
0
0 5 10 15 20 25 30 35 40 45 50
Time (Year) 600
"Debt (Government)" : Equilibrium (Debt) 3 + + + + + :
"Debt (Government)" : Primary Balance(=90%)
"Debt (Government)" : Excise Tax (5+5%) 3 3 3 3 3
"Debt (Government)" : Public Money (100% 5 Yr) # 4 + # 4
$ 400

100% Required Reserve Ratio
In 5 years as a representative

200

0

0 5

"Debt (Government)"
"Debt (Government)"
"Debt (Government)"
"Debt (Government)"

10 15 20 25 30 35 40 45 50
Time (Year)
: Equilibrium (Debt) + + + + + 2 + +
: Primary Balance(=90%)
: Excise Tax (5+5%) 3 3 3 3 3
: Public Money (100% 5 Yr) 4+ 4 4 4 4 4 4



YenReal/Year

No Recessions Triggered (line 4)

GDP (real)

380

w
o1
o1

330

305

280
0 5 10 15 20 25
Time (Year)
"GDP (real)" : Equilibrium (Debt) t 1 1 : : ;s :
"GDP (real)" : Primary Balance(=90%} 2 2 2 > 5 2

"GDP (real)": Excise Tax (5+5%} 3 3 3 3 3 3
"GDP (real)" : Public Money (100% 5 Yr)= 4 4 4 4 4
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(lines 4)

GDP Gap Ratio

0.04
0.03
. Potential GDP—GDP(real)
0.02 GDP Gap Ratio = :
Potential GDP
0.01
O —— " a . 4 4
0 5 1 15 20 25
Time (Year)
GDP Gap Ratio : Equiibrium (Debtj+———+————+————+———+—++ Unemployment rate
GDP Gap Ratio : Primary Balance(=90%)—= 2 2 2 5 2 0.08
GDP Gap Ratio : Excise Tax (5+5%)—s 3 3 3 3 3
GDP Gap Ratio : Public Money (100% 5 Yr)— # 4 % %
0.06
E 0.04
0.02
0 o > % 4+t % H———h 4
0 5 10 15 20 25
Time (Year)
Unemployment rate : Equilibrium (Debt) b T T T T T T T
Unemployment rate : Primary Balance(=90%) 2 2 2 2 2 2 2
Unemployment rate : Excise Tax (5+5%) 3 3 3 3 3 3 3
Unemployment rate : Public Money (100% 5 Yr) 3 3 4 % %4 % %




Wage Rate and Inflation (lines 4)

Wage Rate Money Supply
1,500
2.4
= 1,375
g 225 5 1,250
g 1
s 21 1,125
Z
c 1,000
(] s
> 1.95 0 5 10 15 20 25
Time (Year)
1.8 Money Supply : Equiibrium (Debt)—+ + 5 5 + + +
Money Supply : Primary Balance(=90%)
0 5 10 15 20 25 Money Supply : Excise Tax (5+5%)—= 3 3 3 3 3
Time (Year) Money Supply : Public Money (100% 5 Yr)— 4 4 4 4

Wage Rate : Equilibrium (Debt}) 2 T £ + + 4 :

Wage Rate : Primary Balance(=90%)2 2 2 2 2 2 Inflation Rate

Wage Rate : Excise Tax (5+5%)3 3 3 3 3 3 3 0.02

Wage Rate : Public Money (100% 5 Yr)—= # # # 4 4

No Inflation is triggered
by the Liguidation of Debt

Inflation Rate
Inflation Rate
Inflation Rate
Inflation Rate

5 10 15 20 25
Time (Year)
: Equilibrium (Debt)—= t + + + + +
: Primary Balance(=90%) 2 2 2 Z o 2

: Excise Tax (5+5%) 3
: Public Money (100% 5 Yr}: 4 4 % 4 %

a Q a a
) el o) P}

w
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GDP Gap Ratio.f

(lines 4)

0.02

0.015

0.01

0.005

0

0

"GDP Gap Ratio.f"
"GDP Gap Ratio.f"
"GDP Gap Ratio.f" :
"GDP Gap Ratio.f"

: Equilibrium (Debt) 1
: Primary Balance(=90%)

: Public Money (100% 5 Yr)

Time

Macroeconomic System Modeling Overview

Producer

Producer
(P

Excise Tax (5+5%)
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25
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0.0075
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0.0025
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"Unemployment rate.f"
"Unemployment rate.f"
"Unemployment rate.f" :
"Unemployment rate.f"

Unemployment rate.f

1]

: Equilibrium (Debt)

: Primary Balance(=90%)
Excise Tax (5+5%) 3
: Public Money (100% 5 Yr)
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6. Public Money Policies
VS
Keynesian Policies



Criticism of A Public Money System:

Inflation !

Can we trust the Government ?

May be No: Political business cycle proves it.
Nuclear Meltdown (3/11/2011) was hidden for 3 months

Then

Can we trust privatelpwned Central Bank ?
No: History of economic crises proves it.

So, what can we trust?
Gov Ot Pol I cl es Dbase
(full disclosure of monetary information)



YenReal/Year

"GDP (real)": GDP Gap—=

uoliC ivioney FOoIlICY. RecessIon
(against GDP Gap : lines 2)

GDP Gap
380
360
340
320 / Output Ratio Elasticity
3A1
300
0 5 10Tirne (Year)15 20 25 GDP Gap

Potential GDP : GDP Gapt+——+—+—+—+—+—%+—%+—%+—%+—+% 380

360
Gone

340
O

N

New issues of money

YenReall/Year

by the amount of 5 _~ _, °
for 20 years
300
from t=7 0 5 10 15 20
Time (Year)

Potential GDP : Public Money Policy:

"GDP (real)" : Public Money Policy

25



(GDP Gap and Unemployment Recovered

without Inflation: lines 2)
GDP Gap Ratio

Unemployment rate
0.04 0.04
0.03 0.03

= =

£ 0.02 E 0.02
0.01 0.01

0 —1 2 2—2 = 0 — 2 2

0 5 10 15 20 25 0 5 10 15 20 25
Time (Year)

GDP Gap Ratio : GDP Gap —t—F——F——%
GDP Gap Ratio : Public Money Policy P—2

5 5
r4 Z Z ra

Time (Year)

+ 4 + Unemployment rate : GDP Gap +—+—+—+—+——+¢
N N Unemployment rate : Public Money Policy

2 2



