To:     Mark Hoza
From : Henry O'Leary
Date : 12 September 2013

Re: DRAFT – Suggestions,  Towards a New Monetary System
=====================

Thanks for sharing your time this morning, and exchanging some ideas on how to move beyond our current monetary system.  

As mentioned, I have much experience in the financial field, and have worked as a banker in Top global financial institutions in New York, London, and the Far East.  Whilst my specific expertise was not in taking deposits, I did have formal training as a banker, and I think I understand how the banking system works, both from a legal and a practical standpoint.

I was happy to join the BWWEE room, and I listened to four calls so far. I have been impressed by BZ's communication skills, and her positive attitude.  And I believe she has benevolent intentions.  However, from what I learned during my years in the banking world, I am (so far) convinced that she and her team will not succeed the way they are going now. (I am not saying she should not try, since there is some possibility, however slim, that my assessment is wrong.)  However, I would like to point out that a misguided approach may conceivably have the negative impact of causing frustration among those pushing for change, and it could also "spoil the turf", and generate future resistance to creative efforts that the One People (OP) may want to undertake in the future.

The problem of how to approach bankers has not been diagnosed properly IMHO.  It is not "getting the documents right", or "being assertive enough." Nor is it "finding the right person in the banking system - the one leader who will make the change."  The problem is more Fundamental than that - and I can simplify it down to Two Key points: The scale of wealth transfer that OP are seeking is far, far too big.  And secondly, the banking system does not work quite the way the OP say it does.  (There's some real irony in this second point, since some members of the OP seem so very ready to lecture senior bankers on "how banking really works."  If only they knew! )

I hope these thoughts will not be taken as offensive.  But I think it should be clear that some important knowledge is missing.  All bankers are not "evil banksters", and the approaches that the OP have tried so far have all led to a big stone wall. If the world worked as some enthusiastic members of the OP crowd think it does, would not the bankers already be embracing this new innovation as a great way to earn some new fees?  Clearly, the Visit-the-bankers-with-documents approach is not working, and it is not just because the documents need a tweak or two.

People should realize what the OP are asking the bankers to do, and how it looks from the bankers' point of view.  They are asking the banks to turn over vast sums of money in return for accepting some strange looking documents.  And the documents being presented are ones that most bankers would have never seen before. Also, let's be honest, the documents have never have been shown to work... ever.  To make matters worse, some folks are pushing their requests for funds with some veiled threats and assertive behavior. They are informing the confused bankers that their "banks being foreclosed upon".  How strange it must seem to the bankers that while now being told "your bank is in foreclosure", and then, the next breath, the same bank is being asked to dip into their scarce capital reserves, and hand over vast sums.  No wonder the bankers are confused, and resisting these efforts. (BTW, the reality of foreclosure has never been proven. As far as I know, it is merely a claim made by Heather.  Have you seen any news of it in the mainstream press?. Were it true, I would expect bank share prices to be sliding, not holding steady and rising as they are now.  So, to me: mentioning banks being in foreclosure, seems to be a great way to destroy your credibility with a banker you have just met.)

If the threats are the stick.  What carrot is being offered?  The incentive suggested is a "10% fee", but that fee money is coming from the new funds requested, in effect OP are asking the banks to pull the money out of their own pockets, and then pay their own fee from the funds they have advanced.  It might be more honest to simply ask for the 90% amount, since that is how the bankers will see it.  (Note: if you paid the 10% fee upfront from cash in your own pocket, and then asked the bankers to give you additional money if and when they can negotiate the DOV, you would see the banks responding differently.  Bankers are always eager to earn fees PROVIDED they do not have to fund the fees themselves.)

Don't Forget:
As many have said, a DOV or COV is not negotiable.  "Negotiable" instruments are those so defined in law, which can be treated as money.  Negotiable instruments can be used to settle debts.  And a negotiable instrument is one that a bank can legally turn then over to another bank (or the Federal Reserve!) and get real cash back, or good funds remitted in return.  That is not the case with COV's - they are not negotiable, as everyone has said.  If you listen carefully to what Heather has said, they are not even denominated in US Dollars, but in "Energetic Value", and Heather simply recommends that people could use a 1:1 exchange rate.  But banks have no way of monetizing a COV at any exchange rate: 1-to-1, 1-to-1,000, or 1-to-a billion.  The honest transaction is that people are asking for is this: OP wants to receive dollars in exchange for what is called “Energetic Value”, a currency the bankers will never have heard of before.  No amount of threats, pressure, or incentive fees are going to overcome the simple impossibility of the transaction OP are requesting.

Now let me move on to two key issues we discussed on the phone call:

TWO BIG PROBLEMS
+ Too much wealth is being requested - this will send up an immediate huge "red flag", as soon as the bankers see it
+ OP's understanding of money is missing a key half of the explanation on how money is created,

As we discussed on our phone call, I think that Heather has made a rather large error in calculating amount of wealth per person which exists on this planet.  Her figure is $5 - 10 billion per person, which is far, far too big.  My own figures is a less than $60,000 per person, and I can back it up.  What Heather appears to have done, is taken a massive figure labelled as "total bank derivatives exposure", and divided it by 7 billion people.  That's the wrong way to do it, since a derivatives exposure is not the same thing as a loan, a deposit, or a bar of gold.  (A $100 million derivatives exposure might be settled for close to zero, and the huge Face Amounts on derivatives are a very different way of counting - so adding it to other forms of wealth, is a little like adding photos of oranges to apples. They are both "fruits", but in reality, are very different things.  I am a genuine expert in the derivatives field, and I could say much more, but it is outside the scope of this little paper.)  The problem with using these they large "fantasy" amounts of millions and billions, is that they will raise an immediate red flag, since the bankers will know that the request for funds is not wholly genuine - and cannot be backed with real wealth - it is well beyond the realm of possibility.)  

My own approach to wealth measurement is to add up the things we can count: stock market values, property values, bank accounts, and all-the-gold in the world, etc.  When you add these things up, the total you come to is probably $300 Trillion to $400 Trillion.  Divide $400 Trillion by 7 billion people, and you get $57,142 per person.  That's my own estimate of "your" equal share of the planet's wealth.  Even if you can find over stores of wealth which I have not counted which double it, the total is still hardly more than $100,000.  Perhaps this is the sort of figure we should be talking about installing Energetic Value accounts for each person on the planet.

There's another key point:  The process that you will hear described on the OP podcasts for how money is created, is only half the truth.  We discussed this a bit in our Skype chat, and I will try to summarize that discussion here.

Yes, it is true that money is CREATED at the time a bank makes a loan - but that's not the whole story.   You need to think about what happens after that.  We spoke about fractional banking.  By this, I mean when a bank takes a deposit, it can LEND OUT some, but not all, of that deposit to another customer.  The US system basically allows a bank to lend out 90% - while the other 10% is deposited with the Federal Reserve system - that's how the Fed gets much of its money, taking deposits from banks in the system, that are required to keep deposits with the Fed, as they grow their deposit bases.

Now let me give you an example:  I am a bank, and you come along and ask for a loan for $100.  When I give you the money, I "loan the money into existence", increasing the total amount of money in existence.  But I, as the banker, do not hand you the cash.  Instead, I deposit it into your bank account.  So, in the first instance, the money that I lend into existence stays in my bank.  My $100 loan to you, is supported by the $100 deposit you hold in the account.  So at moment zero, I create money out of nothing.  This is the half of the explanation that everyone talks about.  But they do not discuss what happens next.   If you keep the money on deposit, it is wonderful for the banker.  He charges full interest on the loan, and pays you less than that on your deposit – He makes a spread on no risk, and does not yet need to have any more “real money.” But what happens next, when the deposit money is moved is very important in understanding the money system.  

First of all, that new $100 deposit you have with me, may require me to put a deposit with the Fed.  If I am lucky, I will have "excess reserves" with the Fed, and will not need to top up my deposits.  But if I do not, I will have to sell an investment I have, or raise new capital of $10 (by selling bank shares perhaps), and putting that money on deposit at the Fed.  So that's the first problem.  (BZ may have had this in mind, when she suggested giving the bank a "fee" of 10%.  This way, the bank can generate the reserve requirements it has, by taking a fee.  But, as we have already seen there are other big problems, such as the fact that a COV is not negotiable. So this 10% fee, on its own does not solve the problem of making the scheme workable for banks.)

Now there is another problem for the bank, as soon as you want to take your "funds on deposit" out of the bank.  When you want to take your $90 deposit out as cash, and walk across the street and buy a mobile phone, the banker has a problem - he must find that much cash.  If he has excess cash on hand, he can give it to you.  But if not, he must get the cash.  $90 will not be a problem, but lets suppose a banker "accommodates" BZ, and gives her a loan of 90% of her supposed $500 Million of energetic value.  Then, BZ wants to transfer the $450 million she has on deposit into another bank.  The bank must get genuine good funds in order to do that. As I have explained, they cannot take the non-negotiable COV to another bank, or the Fed - the other bank will not recognize the value in the COV.  So my bank will have to dip into its own reserves (if it has that much), to make to transfer.  Let's be honest, this is not going to happen.  The COV may be denominated in a virtual Energetic Value, but it cannot be transformed into real, spendable dollars.  I hope this is clear now after my explanation.  Sadly, some OP podcasters have muddied the water by only telling half the story on money creation.  

=== ===

Having pointed out these problems, I am not suggesting that we give up hope.  Instead, I think we should be moving on to a different and more practical approach.

Two Key pieces to solve the Big puzzle of creating new methods of Value Exchange
+ Bitcoins
+ Local action

I will be brief. Later: We can have longer discussion about these suggestions.

Bitcoins, are a virtual currency, backed by nothing and supported by no government.  The only thing that gives them value is that people have been "taught" to treat them as valuable, "store" value in them and accept them in settlement of transactions.  Nothing but confidence sustains their value.  The same thing could be said for Energetic Value (which I will call "Energetic Value Units", or "EVU", that is what I reckon might be deposited in people's IU-V accounts.)  As soon as people begin to accept them in an exchange for value, the "fantasy currency" will begin to be real, and EVU can progress towards being a real currency.  It may take years, but that would be a great way to enhance the value of IU-V accounts, by making them useful for transactions in EVU's. This would also help to bring the OP's notion of a new currency into reality.  Accept them, spend them, and eventually you can make the new currency a reality.

If Caleb Skinner and the developers of Project XIII want to make the software and the accounts they control very useful, then I suggest they take a close look at Bitcoins and the software they use.  From BTC, they can learn how transactions are conducted, and how ownership of Bitcoins are registered.  That may save many headaches later, and will also help make the exchange process more fluid, and make transaction work in the same way people are already accustomed to using for Bitcoin transactions.

I think it is essential to start a a Local level.  As we discussed, Catherine Austin Fitts and her Solari projects may provide a great template for doing that.  In brief, you may want to start out with many different varieties of Energetic Value, EV Units.  Let's say, you could have an EVU-Portland, Oregon and a different EVU for Columbus, Ohio. As people begin to embrace and use the new currency in their local area, confidence will grow.  But it will not quickly reach the same level in every area. Thus, the value of a Portland-EVU may be different than a Columbus-EVU, and it may not be possible to spend a Portland-EVU in Columbus.

Without a local approach, and eventually some backing from local banks, I think it is likely the OP currency plan may get nowhere. As an example, I think it will be a long, long time before an impoverished farmer from the Phillipines will be able to "access his Energetic Value", and buy a townhouse in London.

(Please give me your comments and edit suggestions, and then maybe we can take this to the next level.)  

