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- Money out of Nothing (Thin Air) -

What is Debt Money ? Who create Debt Money?
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President Nixon responded by “closing the gold
window” — I.e. abrogating the Bretton Woods
agreement — on Auqust 15, 1971.

The current monetary system of the world has no
historical precedent.

For the first time, every major country has a pure
fiat currency, not as a temporary expedient, but as
a permanent system. The quantity of money is A PROGRAM

; . : : FOR MONETARY
determined entirely be the discretion of a TABILITY

monetary authority that does not pay even lip
service to a link with a commaodity.

... embarking on this uncharted sea (p.viii)
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Debt Crisis in US|

US Nafional Debt Ceiling: 14.3 trillion

(ir Billior Dollars)
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US National Debt and 1ts Forecast
1970 - 2020

2012 15,674
2014 18,733
Year US Debt 2016 22,389
SZUUY 2020 Forecast 2018 26,759
Debt 32 trillion AccumU'gfj/O“ Rate 2020 31,981
- - : 0
o 24,000 GDP 21 trillion Doubling Time
= Debt-GDP = 7.7 year * k
2 16,000 Ratio 129 % : 16.394 trillion
S
0 Ceiling: 14.3ftrillion
8,000 8/2/2011
0 —
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Time (Year)

US Debt : Forecasted Debt + 2 1 - - 1 4 1 1 1
US Debt : US National Debt ra = o 5 5 va va 5 5 0




Public Debt-GDP Ratio(%o)
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 United Kingdom 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 > 5090 !


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

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

Macroec noRaiE=SyEtEn] MO ellng Overview Macroeconomic System Modeling Overview (Foreign Country)
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Workings of A Public Money System of Open Macroeconomies
- Modeling the American Monetary Act Completed -
Washington D.C., USA, July 24 — 28, 2011




YenReal/Year

Mostly Equilibria in the Real Sector

Potential GDP, GDP and Aggregate Demand

560
Potential GDP = GDP(real) = Aggregate Demand
420 M
s T
280
A A 4 % 1
140 [—° 7 )
0
0 5 10 15 20 25 30 35 40 45 50
Time (Year)
Potential GDP : Equilibrium (Debt) =—¢ + + + t t
"GDP (real)" : Equilibrium (Debt) ra ra 2 ra ra ra
"Aggregate Demand (real)" : Equilibrium (Debt) 3 3 3 3 3
"Consumption (real)" : Equilibrium (Debt) = 4 4 4 4 4

"Investment (real)" : Equilibrium (Debt)
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“Debt (Government)” :

In the Debt Money System

Debt (Government)
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Built-in Debt
For Growing Economy
By Keynesian Policies

Debt-GDP ratio

1.473

1.5

| 0.667
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0

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

“Debt-GDP ratio” : Equilibrium (Debt) + %+ % %+ + t +
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Policy A: Spend Less % H I3k

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

Government Budget and Debt

120 Yen/Year
400 Yen
Debt
80 Yen/Year /D T 9 o pe) ) 9 ) pe) pe)
200 Yen
o v W
0 Yen
0 5 10 15 20 25
Time (Year)
TaxRevenues : Primary Balance(=90%) + + + + + + + 1 Yen/Year

Yen/Year
S Yen

Government Expenditure : Primary Balance(=90%) 2> 2 2> 2> 2> 2>
"Debt (Government)" : Primary Balance(=90%) =S 3 S 3 3 S 3

DVE
under A Debt Money System

n~

|
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Tax More

Policy B: Tax More 3881

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 | ——s T~ ¢
200 Yen
40 Yen/Year
0 Yen

0 5 10 15 20 25

Time (Year)

Tax Revenues : Excise Tax (5+5%) —+—+—+—+—3+—+—+— Yen/Year
Government Expenditure : Excise Tax (5+5%) >——>—> > > Yen/Year
"Debt (Government)" : Excise Tax (5+5%) 5= Yen



under A Debt Money System

Debt (Government)

v (Line 1) Equilibrium
c00 Built-in Debt (Line 2) Primary Balance Ratio of 90%
For Growing Economy (10% Spending Cut) at t=6
400 (Line 3) Excise Tax (5%+5%)
(and 8.5% Spending Cut) at t=6
200 fepsttt Y R et
o 10 15 20 25 30 35 40 45 50 Debt~GDP ratio

“Debt (Government)”
“Debt (Governmen t)”
“Debt (Government)”

Time (Year) 2
: Equilibrium (Delzt) %)1 + + + + T T t T T
: Primary Balance (=90 > > 3 2 2 2 2 2 2
R P P P PP 1.473
1.5
R
(o)
= 0.667
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> >

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




YenReal/Year
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Liquidation of Debt is Costly !

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

"GDP (real)" : Equilibrium (Debt) —————+—+—+—+—+—+%
"GDP (real)": Primary Balance(=90%) »——2——2——2——2—»%—2—>2—=2
"GDP (real)": Excise Tax (5+5%) —s8——S3—3%—3—3—3—3—3—3
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GDP Gap Ratio

nemployment Rate
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A

Unemployment rate
\j M\ Z:\ 0.08

GDP Gap Ratio : Equilibrium (Debt)

GDP Gap Ratio : Primary Balance (=90%)

Time (Year)
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GDP Gap Ratio : Excise Tax (5+5%
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Time (Year)
Unemployment rate : Equilibrium (Debt)

Unemployment rate : Primary Balance (=90%)
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Yen/ (Year*Person)

Wage Rate

2.4 E&#
2.25 —F%:

21 ~

1.95
1.8
0 5 10 15 20 25
Time (Year)
Wage Rate : Equilibrium (Debt) % 1
Wage Rate : Primary Balance (=90%)
Wage Rate : Excise Tax (5+5%) —s—=s—35 3= —

1/Year

Inflation Rate

0.02

b

6 times down(2)

sl

-0.01

-0.02

0 5 10 15 20 25
Time (Year)
Equilibrium (Debt) +—4—4+—+—4+—4+—4+—4—+—3+—3+—+%

Primary Balance (=90%)
Excise Tax (5+5%) 3 3 3 3 3 3 3 3 3 3 3 3

Inflation Rate :
Inflation Rate :
Inflation Rate :




Foreign Recessions Contagiously Triggered

GDP Gap Ratio. f
0.02

5’H§|0)GDP=¥JV ~y7°J:ﬁ
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Tax Revenues (Policy A) Tax Revenues (Policy B)
65 80
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50 50
0 5 10 15 20 25 0 5 10 15 20 25
Time (Year) Time (Year)
Tax Revenues : Equilibrium (Debt) t—————+—+—+—+% Tax Revenues:Exc@se Tax (5+5%) Only —+——+—+—+—+—+—+—+
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American Monetary Act



Lessons from the Great Depression in 1930s

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




Chicago Plan

[ have come to believe
Irvin g Fisher plan, “properly worke

applied, is incomparab
best proposal ever offe
speedily and permane
solving the problem of
o depressions; for it wou
ﬂ;f/ remove the chief caus
e booms and depression

100% Money the instability of dema
Designed to keep checking banks 100% depOSitS, tied, dS they

liquid; to prevent inflation and deflation;

largely to cure or prevent depression; and tO bank 10 dIls.
to wipe out much of the National Debt. Irvin g Fis

Yale University, March 1




Chicago Plan

Monetary Stability
Inflations &

/ Deflations
. Simplified

Monetary and Monetary System
Financial Stability

\Fifncial Stabil'gy/ Bank Runs
Boomsand o pank Failures
Depressions
\ Banker-management

1. Currency Commission
creates Money

Chicago

Plan Simplified Banking of Industry
(1935) (distinction between
2.100% Money Checking and Savings
deposits)

(Reserves)

K157 KEE2754
(By-product) ( 8 6 % ) 0)
ieeribd BRI DR
Up to the date of writing (July, 1939) 235 economists from 157 universities and
colleges have expressed their general approval of this ~"Program”; 40 more have
approved it with reservations; 43 have expressed disapproval. The remainder

have not yet replied.



Chicago Plan

A PROGRAM
FOR MONETARY

TABILITY As a student of Henry ¢
Lloyd Mints, | am natu
Inclined to take the frac
reserve character of ou
banking system as the f
a discussion of banking

$s9 § 959
$8s 6% 8§

$855 8588 $ | shall follow them alsc
559355555555 recommending that the

With a New Preface by the Author

system be replaced by ¢

Hillige RISl 100% reserves are req

Nobel Prize in Economics,
1982




Chicago Plan -> American Monetary Act

Monetary Stabili
Inflations &

/ Deflations
Y Simplified

Monetary and

1. Currency Commission
creates Money

Chicago
Plan

(1935)
2. 100% Money

(Reserves)

(By-product)

Deduction of

] National Debts
3. Constant Increase in

Money into Circulation
(along economic growth)

Financial Stability

\fﬂmﬁl Financial Stability Bank Runs
Booms and

Monetary System

—w»-Bank Failures

\ Banker-management

Simplified Banking of Industry
(distinction between
Checking and Savings
deposits)

Depressions
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Chicago Plan > American Monetary Act
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Public Money AIEEW: (ELE)

Examples

Metal Coins
Continental Currency

- Public Money

Non-metal Shell, Cloth (Silk)

Commodities Woods, Stones, etc bills of credit (1690)
Metal Non-precious Metals * Greenbacks (1862)
Coinage Copper, Silver,Gold -

Paper Sovereign Notes )

Notes Government Notes

Intangible a*f&? P

Numbers

Digits Electr iz
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Government Issues Money

Assets Liability

- o +——
Government Debt-GDP ratio (Revenues)>

Debt Period

SEE A ———

Government Interest paid by the
N Government (Central Bank
<Government Borrowing <Interest Rate ( ) - Debt (Government) 4%@
Securies Newly (nominal)> Interest paid by the Government Debt Government Securities
Issued> Government (Banks) Redemption Newly Issued

<Switch

(Seigniorage) >Q

a -
Interest paid by the Initial Government
Government (Consumer) Debt

i
Time>

Interest paid by the ’ '
Government P eigniorage)  <COVernme
(Seigniorage) Time Deficit>

<Seigniorage> Government

o Cash (Government)
Crediting

Revenue-dependent
Expenditure >
Switch Ratio

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

Base Expenditure T GrowthRate>



Yen

Debt (Government)

(l

Ines 4)

800
I TR R A e

400

200

! "Liquidation of Government Debt-
— Under

A Public Money System

Debt-GDP ratio

100% Required Reserve Ratio
In 5 years as a representative

0 A )
0 5 10 15 20 25 30 35 40 45
Time (Year)
"Debt (Government)" : Equilibrium (Debt) + + t t t + +
"Debt (Government)" : Primary Balance(=90%) ra ra 2 > 2> ra
"Debt (Government)" : Excise Tax (5+5%) 3 3 3 3 3 3
"Debt (Government)" : Public Money (100% 5 Yr) 4 4 #4 #4 4

Year

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

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

"Debt-GDP ratio" : Primary Balance(=90%) —2 2 2 2 2 2

"Debt-GDP ratio" : Excise Tax (5+5%) —s3 3 3 3 3 3

"Debt-GDP ratio" : Public Money (100% 5 YT) # # 4 % %




No Recessions Triggered (line 4)

330

YenReal/Year

305

280

GDP (real)
/‘/,‘55(/-‘/ — n
S ’4 ez
S 10 15 - |
Tlme (YEar)

"GDP (real)" : Equilibrium (Debt) t :

"GDP (real)" : Primary Balance(=90%) -2
"GDP (real)" : Excise Tax (5+5%) s 3
"GDP (real)" : Public Money (100% 5 Yr) —=

N

N
N

N
N
N

(@)

o
(@)

o
o
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(lines 4)

GDP Gap Ratio
0.04
0.03
0.02
0.01
O . . 4 A S 4 <
0 5 1 15 20 25

Time (Year)
GDP Gap Ratio : Equilibrium (Debt) —+ + T T T + :

GDP Gap Ratio =

Potential GDP—GDP(real)
Potential GDP

RKEBFIZSEZ 2!

Unemployment rate

GDP Gap Ratio : Primary Balance(=90%) 2 2 2 2 2 2 0. 08
GDP Gap Ratio : Excise Tax (5+5%) 3 3 3 3 3 3
GDP Gap Ratio : Public Money (100% 5 YT) # 4 4 % %

GDPX % v FH{, »oe
EH LW

0.04

Dmn1

0.02

Unemployment rate :
Unemployment rate :
Unemployment rate :
Unemployment rate :

2 " 2 2
3 G 3 A A k3

5 10 15 20 25
Time (Year)
Equilibrium (Debt) % + e un + 4 + +
Primary Balance (=90%) 2> 2 2 2 2 2 2
Excise Tax (5+5%) 3 3 3 3 3 3 3

Public Money (100% 5 Yr) 4 4 %4 4 4 4
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Wage Rate and Inflation (lines 4)

Yen/(Year*Person)

Wage Rate fE % i
2.4
N,
F¥%& L 72V

2.25

21

1.95

1.8

0 5 10 15 20 25
Time (Year)

Wage Rate : Equilibrium (Debt) T T + + + +

Wage Rate : Primary Balance(=90%) —2 2 2 2 >
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Macroeconomic System Modeling Overview
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(Price and Inflation Rate
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H.R. 2990 (Sept. 21, 2011)
“National Emergency

Employment Defense Act
. . (NEED)”
ﬁﬁ‘%}ﬁ . Kﬁ@??ﬂﬁ ZEREL, A Bill to the US House
sk EbMHE! (201 2) Committee on Financial Services
- by US Congressman

Dennis Kucinich,



Congressman Ron Paul

At Capitol Hill, D.C. RON PAUL

Sept 21, 2011

#1 Now York Times Bostselling Author of The Revolution
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United States Government Acconntability Office

GAO Report to Congressional Addressees

o FEDERAL RESERVE
SYSTEM

Opportunities Exist to
Strengthen Policies
and Processes for
Managing Emergency
Assistance

The Federal Reserve Transparency Act of 2009 (H.R. 1207) was a bill
Introduced in the U.S. House of Representatives of the 111th United States
Congress by Congressman Ron Paul (TX-14). It proposed a reformed audit of
the Federal Reserve System (the "Fed") before the end of 2010. The bill had
319 cosponsors, and was referred to the Committee on Financial Services.

] mant & untability Office

H.Gove oo
GAQO YEARS 1921-2011

GAO-11-696
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Less than 1% owns nearly 50% of the nation’s wealth!

Callar = billions

Beorrowing Parent Company TAF PDCF TSLF CPFF Subtotal AMLF TALF Total loans
Cltigproup Inc. $110 52020 2 $348 #3325 1 - $2.513
Morgan Stanley - 1,813 115 4 2,032 - 9 2,041
Merrill Lynch & Co. Q@ 1,775 166 & 1,948 - - 1,949
Bank of America Corporation 280 Ba7 104 15 1,342 2 - 1,344
Barclaya PLC (United Kingdorm) 232 410 147 30 BER - - BEB
Bear Steams Companles, Inc. - 451 2 - g53 - - B53
Godaman Sachs Group Inc. - S84 225 i g4 - - g4
Royal Bank of Scoland Group PLC (United

Kingpdiom) 212 - 21 3 541 - - 541
Deutache Bank &G [Germany) £ 1 27T - 354 - - 354
UBS AG (Switzerand) 56 5 122 75 287 - - 287
JP Morgan Chase & Co. ety 112 68 - 278 111 - 301
Credit Sulsse Group &G (Switzerand} i 2 264 - 262 L - 262
Lefhiman Brothars Holdings Ino. - 83 el - 183 - - 183
Bank of Scotland PLC {United Kingdom) 181 - - - 181 - - 181
BMP Panbas SA (France) 64 68 41 3 175 - - 175
Wells Fargo & Ca. 159 - - - 158 - - 150
Dexza SA (Belgium) 105 - - 53 158 - - 158
Wachovlia Corporation 142 - - - 142 - - 142
Dresdner Bank AG (Germany) 123 1] 1 10 135 - - 135
Soclete Genarale S8 (France) 124 - - - 124 - - 124
All other borrowers 1,854 146 14 460 2ATS 103 62 2,639
Taotal $3.818 58951 52319 $738 $15.826 £217 T $16,115
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WP/12/202

L \IMF Working Paper

The Chicago Plan Revisited

Jaromir Benes and Michael Kumhof

August 2012

Irving Fisher’s Four Claims

(1) No business cycle bank
fluctuations,
contraction of bank credit.
(2) Elimination of bank runs
(3) Reduction of public debt
(4) Reduction of private debt

We study these claims by
embedding a comprehensive
and carefully calibrated model
of the banking system in a
DSGE model of the U.S.
economy. We find support for
all four of Fisher’s claims.
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