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LALAURENCURENCE AND JE AND JUNE HOINUNE HOINSS
"He could talk under wet cement""He could talk under wet cement" Sir Robert Menzies Sir Robert Menzies 
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THE NOBLEST AIM IN LIFETHE NOBLEST AIM IN LIFE

IS TO STRIVEIS TO STRIVE

TO MAKE OTHER LIVESTO MAKE OTHER LIVES

BETTER AND HAPPIERBETTER AND HAPPIER

The banks, the lawyers, the courts, the receivers, theThe banks, the lawyers, the courts, the receivers, the
politicians, the public service, the police, politicians, the public service, the police, the farmersthe farmers

federations and the rural counsellors fail on all counts.federations and the rural counsellors fail on all counts.

 Appa Apparently rently actinacting in cg in conceoncert thert they hay have mave made ode our liur lives a ves a misemisery.ry.
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INTRODUCTION

What a title! Evocative? Certainly Accurate? Deadly.

 A lady lawyer (there’s a contradiction in terms!) telephoned me to say that someone had dropped
a copy of my first edition on her breakfast table for her to read and She told me that her son said "How
can the man who wrote that title be a Christian?"

I don't claim to be a 'Christian’. To do so would join me (unwillingly) to the hordes of frauds and
charlatans who use His name to pervert and destroy.

The lawyers in their black and sometimes red robes and ratty wigs all trot off to church from time to time
and a more ungodly lot one can't imagine.

If the banksters and the lawyers were themselves Christ-like then they wouldn’t be acting (together) like
 Attila the Hun (who at Mast had the saving grace of not bothering to pretend he was something he
wasn't) pillaging the whole country.

On 4/12/91 Westpac withdrew and settled (without claims or costs) from a court action they had been
pursuing against me since 1986. 1

I defended myself and saved an estimated $60,000 in legal fees.

My defence is the core of this self-help Manual.

This self-help Manual is intended to enable you to,

(a) Take the initiative such that 'your bank will more than likely give the game away and settle with you
out of court.

(5) Defend yourself in court against 'your' bank. assuming the case actually goes to court.

Since defeating Westpac It has become obvious that most farmers and many other small business
people have no choice but to take the initiative and sue 'their bank rather than waiting to defend
themselves.

Thus, the draft court documents are orientated to taking the offensive rather than meekly waiting to be
savaged by 'your' bank.

This Manual provides all reasonable assistance assuming that the fight may well go to trial. The key, as
with all things in life is not necessarily the battle itself but the planning and preparation that takes place
before the action. The battle itself may be won or lost in the planning stage.

lt would he obvious that if several thousand farmers and small businessmen used my basic defence
(which must be altered to suit your actual situation and facts) or took the initiative and sued ‘their’ bank
then the court system may be clogged for many years. 2

1. I never actually had to set foot in a courtroom.

2. One would not, of course, desire such an unfortunate event but the fact remains that it is highly likely and, in that
event, your case may take many long years to come to trial if ‘your’ bank is suing you.



This Manual shows you how to take the initiative, how to take the fight to the enemy. The facts standing
behind the basic defence loom over the banks like a spectre.

Copies of letters and hitherto secret bank documents arranged as Exhibits (to be attached to your
Defence or Writ) for your own action are laid out for easy photocopying; that's why the Manual is spiral
bound - for your convenience.

 A professional list of books and learned articles, combined with the letters and bank documents, proves
beyond doubt that my basic point of defence is true and correct. Nevertheless, there are thirteen (13)
separate, specific and detailed grounds for your action.

 All are backed with a comprehensive list of the relevant laws and other factual sources including
evidence from within the banking industry itself.

You may, of course, have additional grounds, and all you do is add those additional grounds to the
document as per the drafts contained in this Manual.

You will be asking the Judge to read all of this material.

This Manual shows you how to argue the multiple attack, line upon line, precept upon precept, fact upon
fact, question upon question, fighting all the way.

But first 'your' bank and their lawyers will have the privilege of reading all of the material. The lawyers, of
course, will see it as a way to make even more money from their client banks, but you can be sure that
the banks themselves will see it in public relations terms and in that respect this Manual is a disaster for
them.

Your' bank would have to be very brave or very stupid to allow you to get them into open (public) court 4

and expose what they really do.

I disclose The Great Secret in awfully clear detail as to what the banks really are doing, then prove it
with their own documents (including the now infamous Westpac Letters, as well as the equally infamous
Commonwealth Bank internal memos) and other indisputable sources.

This self-help Manual is not a book in the conventional sense.

It is, in fact, a Manual of strategy and tactics; a loaded monster gun waiting for you to point in the right
direction and fire.

This Manual represents some years of hard-nosed research and front line practical experience.

It may be your best shot.

This Manual is intended for those who have given all their hard earned money to the lawyers and have
nothing else to do, other than cave in and allow the banks to take their home and property.

Your last shot may be the winning one.

"Always march to the sound of the guns!"

3 They are the same whether you are defending yourself against 'your' bank or suing the boast at your own initiative
(as fanners will probably have to do) or doing it as a toss action.

4 Media reporters will be sitting there, pens in hand, taking down all the (public) evidence which is then available for
public broadcasting all over the country.



RESPONSIBILITY

Basically, the person who wants a change is responsible for making it happen. It is not only infuriating
but utterly futile to wait around for someone else to make our lives better.

When we wait, we feel passive, and worse, at the mercy of the sensitivity of others. When we become
responsible, we don't wait.

We are not passive, and instead of allowing ourselves to be victims of the fates, we move things in the
direction of our choice.

“Give me a lever long enough, and a fulcrum strong enough, and single-handed I can move the
World.”

 Archimedes of Syracuse.

THE FROG

If you throw a frog into a pot of
boiling water then the frog will,

of course, immediately jump out
in order to save itself.

But if you gently place the frog
in a pot of cold water and then

slowly heat the water then the frog
will acclimatize to the not

unpleasant and ever so slowly
increasing heat until, lo and behold,

The frog is suddenly cooked.

 S O M E O L D I N F A N T R Y A D V I C E 

 Always select your own ki lling ground.

 Always make the enemy come to you.

 Always concentrate all your forces at his weakest point.

Kill him.

By contrast. you (and the rest of Australia) are allowing the enemy (the banksters and the lawyers) to
play with you like cat playing with a mouse before devouring it. It’s time to become the hunter
instead of the hunted.



The documents are a typing job. It is the only thing that you have to type; except for the Motions and
Subpoenas which you may have to serve on the enemy. More of that later.

You must delete those things in the draft documents which are not relevant to your circumstances, and
add in those which directly pertain to your own situation.

You are not to merely copy that which I have written and you are not to use anything that is not true
and correct in your particular case.

 And never lie in documents or in court. The enemy will (and habitually does) lie all the time but you tell
the truth and keep on telling the truth and all will be well one day.

Following on from my experience with the first edition of this Manual and my court experiences over
the last several months, I have added the various information learned. This is included in this latest
edition because there is no point in you re-inventing the wheel.

If you do it properly you may well find that the bank will give the game away.

If, however, it goes to court then it is essential that you take the time to absorb the basic details of the
general situation so you will have more chance of standing up in court and defending yourself with
confidence.

To that end, assuming the worst, i.e., that you will have to go to court, we have also provided a question
and answer routine for your guidance.

Don't be afraid.

Carefully study all that I have written and keep on studying until you understand it. Then you use this
Manual as a notebook while you kick the tripe out of them in court.

Ignorance is not bliss.

In any case it is just possible that if enough people use the information, suitably amended to match their
actual needs, then the court system will be clogged for many years, 46 and change may result. Change
is certainly called for in our rotten legal system.

It is always possible that the banks, who really control Australia and the U.S.A., will tell 'their' respective
governments to create heaps more judges and build lots more courtrooms (and they may even do just
that) but you can bank on the inbuilt inertia of the government system.

Time is on your side; use it to good effect.

The bank will not be able to get an early hearing 47 but they will most certainly try to get your case thrown
out at the outset so carefully study all that I have written under 'TACTICS'.

You should contest every attempt to bring the case on before you are ready. You have equal say in
the setting of a trial date so don't let anyone stand over you in the setting of a date.

If you have never spoken in public before in your life then now is the time to learn.

46. It goes without saying that I am not desiring any such thing. I am merely stating an empirical fact. Who would want to
deliberately clog up the judicial system in Australia or America?



Go to Toastmasters or whichever local service club provides an opportunity for you to learn public
speaking. Go to drama classes at the TAFE or wherever as necessary.

Get off your tail and learn. It will provide the essential confidence that you need.

If you are a working man/woman who gets things done with your hands, and you hitherto haven't read
much and if, understandably, you are confused by the legal system then,

(a) Be proud of the work you do.

(b) Know that those who cultivate and grow the food of the nation are the real princes of this earth.

(c) Believe that the enemy can be defeated.

(d) Try to relax (I know it's difficult) but try.

(e) Devote more time to your family- DO NOT bottle it all up inside you - sit down with your ever-suffering
lady wife and the children and work through this Manual together.

Once you have lodged your documents then sit back and enjoy life.
Stop worrying and start living. 48

Your wife and children come first in everything. This is most important.

The dreadful impact of the quite deliberate destruction of the family unit 48 started by the Liberal Party/
Country Party coalition in 1967 under Sir Phillip Lynch's ministerial hand is now being felt in your home.
You need to recognise this deliberate campaign and prepare yourself mentally, emotionally and
physically to defend your family. Don't give them the evil success of splitting you up. All my own
experience tells me that it is money (filthy rotten lucre) that kills marriages. Not booze or sex or even
violence but money, or more precisely the lack thereof, and the struggles caused by arguing about it.

Even if you don't like each other (dare one speak of love?) then stick together until you win this fight
against the real enemy and then split up with some loot for each of you.

48. One of the most remarkable men I have recently met is Tony Rigg of Nowra. He has been thoroughly screwed by the
Commonwealth Bank, whom he has punched to a standstill. Tony’s legal costs to date have been stupendous ($200,000)
and the rotten bank has almost ruined his excellent business, but he will not give in and he is one of the most cheerful
people I have ever met. Talk about undaunted in adversity! Tony designs and manufactures steel framing for buildings and
he is very highly regarded by BHP and Lysaght, with whom he has had a long and successful working relationship. If you



MEMO

TO : Mrs.Victim.

FROM : 'Orrible ‘Oins 50

SUBJECT : YOUR DISASTER WITH 'YOUR' BANK

I have been where you and your husband are.

Your husband needs you desperately to support him in his hour of trial. He may not have been and may
still not be the ideal husband but at this time of great stress and unhappiness he needs your love and
support.

The hateful drama deliberately caused by the banks can only be successfully dandled if both of you
cleave together and become one.

 At least until you have together defeated the enemy, stick together like glue.

Never mind what the mindless jerks try to tell you about ‘doing your own thing' - support your husband
while he is trying desperately to save your assets and lifestyle.

TOGETHER YOU CAN WIN!



DON'T PANIC

If your situation really is desperate and if you really are contemplating killing yourself or doing anything
destructive then please do telephone us (044) 232 962 so we can discuss it.

We 51 will soon tell you when we have had enough of you.

If we can't assist you then we will get someone in your area to do so.

We hope to establish a network across the land to assist.

Please do not get on the booze or sink into a deep sulk.

If you don't want to ring us then do talk to someone you trust and do it now.

Talk about your problem to your wife and the children. They will already be feeling your vibrations of
distress (don't for a moment think you are hiding anything but the details from them).

Most people who do themselves in do it because although surrounded by people, they feel dreadfully
alone, isolated, ashamed of getting themselves and their family into the pickle they are in.

You are not alone. Your situation is not impossible.

You may think everything is lost but I am telling you that it is not so.

 A recent NSW study found that suicide rates were higher in rural shires than in the cities. Do you wonder
at that? Psychiatrist Dr.Michael Dudley, coauthor of the study, said that gun ownership in the bush
is three times higher than in urban areas and that 75% of the country suicides were from gunshot
wounds.

He is, of course, part of the gun banning lobby which, with the best of intentions are themselves only
part of the 'let's disarm the people' programme. 52 Instead of banning rifles in the country areas why
not solve the problems (such as the thieving banks) that are leading irrevocably to the climbing suicide
rate?

Thirty years ago the suicide rate for males between the ages of 15 and 24 was 1 in 20 of total deaths
in that age group. Last year (1991) it had climbed to 1 in 6 and continues to climb.

Since 1970 teenage suicides have increased by 30%

Suicides among boys 15 - 19 has trebled. Among the 20 - 24 age group suicides have doubled.

 At a conference in Adelaide in early 1991, a host of experts attempted to address the reasons for these
Suicide figures among the young.

51. My eternal companion (and best friend) June L. Hoins is in no way responsible for any written in this Manual but she,
being the first class lady that she is, will assist anyone who is really in trouble and needs a friendly person with whom to talk



That this was the Consideration used to support the Note dated May 8, 1964 and the Mortgage of the
same date.

The money and credit first came into existence when they created it.

Mr.Morgan admitted that no United States Law or Statute existed which gave him the right to do this. A
lawful consideration must exist and be tendered to support the Note. See Anheuser-Buch Brewing Co -
v- Emma Mason, 44 Minn.318, 46 N.W.558.

The jury found there was no lawful consideration and I agree.
Only God can create something of value out of nothing.

Even if Defendant could be charged with waiver or estoppel as a matter of Law this is no defence to
the Plaintiff. The Law leaves wrong-doers where it finds them. See actions 50, 51 and 52 of Am Jur
2nd "Actions" on page 584 - "no action will lie to recover on a claim based upon, or in any manner
depending upon a fraudulent, illegal, or immoral transaction or contract to which the Plaintiff was a
party.

Plaintiffs act of creating credit is not authorised by the Constitution and Laws of the United States, is
unconstitutional and void, and is not a lawful consideration in the eyes of the law to support any thing or
upon which any lawful rights can be built.

Nothing in the Constitution of the United States limits the jurisdiction of this Court, which is one or
original jurisdiction with right by trial by Jury guaranteed. This is a common Law Action. Minnesota
cannot limit or impair the power of this Court to render Complete Justice between the parties. Any
provisions in the Constitution and laws of Minnesota which attempt to do so is repugnant to the
Constitution of the United States and void. No question as to the Jurisdiction of this Court was raised
by either party at the trial. Both parties were given complete liberty to submit any and all facts and law
to the Jury, at least as far as they saw fit.

No complaint was made by the Plaintiff that Plaintiff did not receive a fair trial. From the admissions
made by Mr.Morgan and the path of duty was made direct and clear for the Jury. Their verdict could
not reasonably have been otherwise.

Justice was rendered completely and without denial, promptly and without delay, freely and without
purchase, conformable to the laws in this Court on December 7, 1968.

D e c e m b e r  9 ,  1 9 6 8 .  B Y  T H E  C O U R T
MARTIN V.MAHCNEY
Justice of the Peace.
Credit River Township.
Scott County, Minnesota.

Where (now) stands that Affidavit signed on oath from the National Australia Bank and what is the good
 judge  A going to do about it? I will keep you informed. B

 A. Justice Maurice O’Loughlin, Federal Court of Australia, Adelaide.

B. Robert Pavloman v. NAB Matter SG2 of 1992



In the 'Encyclical Quadragesimo' Pope Pius XI stated, "It is patent that in our days not alone is wealth
accumulated, but immense power and despotic economic domination is concentrated in the hands of a
few. This power becomes particularly irresistible when exercised by those who, because they hold and
control money, are able also to govern credit and determine its allotment, for that reason supplying so to
speak the life-blood to the entire economic body, and grasping, as it were, in their hands the very soul of
production, so that no one dare breath against their will."

Closer to home was the 1937 Australian Royal Commission into the Monetary and Banking System.
From its section 'Creation of Credit', section 504, the report states;

"Because of this power, the Commonwealth Bank is able to increase the cash of the trading banks in
the way we have pointed out above. Because of this power, too, the Commonwealth Bank can increase
the cash reserves of the trading banks; for example, it can buy securities and other property, it can lend to
the Governments and to others in a variety of ways, and it can even make money available to the
Governments and to others free of charge."

Subsequently, the Royal Commission Chairman, Mr. Justice Napier, made the following clarification of
the foregoing statement.

'This statement means that the Commonwealth Bank can make money available to Governments or to
others on such terms as it chooses, even by way of a loan without interest, or even without requiring
either interest or repayment of principal."

"Of all the discoveries and inventions by which we live and die, this totally improbable helix of credit is
the most cunning, the most liable, the least comprehended, and next to high explosives, the most
dangerous. All that bankers themselves really know about it is how it works from day to day. Beyond
that, it is a gift from Pandora." 112

in 1963 USA President John F. Kennedy, shortly before he was murdered in Dallas, 113 signed a study
celebrating the centennial year of the USA National Banking System. Published under the auspices of
USA Office of the Comptroller of the Currency, that study is now available from any good library as
'Banking and Monetary Studies', edited by Deane Carson and published by Richard D. Irwin Inc. Illinois,
USA.

Carefully consider this literal excerpt from that official USA government banking study.

"Government financial policies have largely been made by people whose background is the banking
and financial fraternity, whose thinking they reflect." The publication then explains that the banks both
loosen and tighten credit by creating book-entry credit and cancelling it as they themselves see fit.

"The reserves are provided and new money is created by the banks and injected into the economy."

It then goes on to discuss this creation and cancellation of book-entry credit and concludes: "Yet if
some enemies of the market economy wished to install an agent in the central bank to subvert the
system, he could not equip him with a more destructive set of instructions. For our banker is making
systematic use of the money-creating power to accentuate economic fluctuations."

112. Garet Garret. 'The Bubble That Broke The World'.

113. It is strongly suggested in a recent well researched film 'JFK - The Story That Won't Go Away', produced by Oliver
Stone that he was killed by the military/industrial complex operators because he was seriousIy considering pulling the USA out
of Vietnam before it got too sticky.
I don't know whether or not Stone is correct but I do know that an awful lot of money was made by many people (not the



"He (the banker) in effect uses the money-creating power to enforce some personal prejudice as to the
"proper" level of interest rates and the "proper" kind of loans to make."

"But bankers have characteristically been unsympathetic to monetary theory. They resist the idea that
they we the creators of the nations' money stock, rather than simply lenders, no different from other
lenders. Perhaps this is true partially because his lending function is more immediately apparent to the
individual banker than his money-creating function, and partially because bankers unconsciously recoil
from the implications for government control over them of the fact that they play a unique role in being the
money creators of the economy." 114 The evidence is overwhelming.

Can you see why the banks want to keep all this from you?

How did all this begin?

It goes back to the dark ages and actually starts with the goldsmiths. For our purposes, however, it is
more readily explained (and understood) if we start with the Bank of England which is, by the way, a
private business. 115

"Paterson (the founder) offered a solution (for the shortage of money) : A banking company would be
organised with a capital of 1.2 million English pounds. The whole sum would be lent to William of
Orange and the government's promise to repay would be the security for a note issue of the same
amount... the notes would go out as loans to worthy private borrowers. Interest would be earned on
those notes and on the loans to the government. Again, the wonder of banking. In 1694, it was agreed
and the Bank of England was born." 116

You should note that Mr. Paterson, the founder of the Bank of England, created book-entry credit
without actual cash funds and then made that book-entry credit available to both the English
government and private borrowers, i.e.. he loaned the same book- entry credit out twice.

It was all created out of thin air.

Both the English government and the private borrowers were pledged to give Mr. Paterson an agreed
amount of real wealth every month and thus was born the great Bank of England. All the lovely Mr.
Paterson did was to con the government and the private borrowers into paying him cash every month
and with the 'round robin' of cheques and bank 'paper', plus using other people's money (deposits)
kept the whole show going.

'The special character of this new institute, the Bank of England (the charter of which dates from the
27th July, 1694). lay in this; that when it made out a promise to pay, all the resources of England were to
be put at its disposal to enable it to keep its promise; in other words, its credit was not private but
public This was in effect to give the Bank of England the right of creating money. It could not coin the
metals, gold or silver; the Government reserved the right to do that; but it could print bits of paper. 'I, the
bank of England, promise to pay the bearer five pounds", and the bearer knew that there would be no
default so long as a government responsible for the Bank Charter existed and could force people to pay
taxes...

114. Professor J M. Culberstson. formerly a member of the Research Division of the Federal Reserve Board, and at time of
his writing. Professor of Economics and Commerce at the University of Wisconsin. 'Banking and Monetary Studies*.
Comptroller of the Currency. Washington. 1963, pp. 162-166.

115. You may be equally stunned lo learn that 'The City' . i.e.. the financial hear: of London. is actually a sovereign power in
its own right. Even the Queen can't enter without approval of the bankers who rule therein. Do some research and confirm
this fact for yourself. Then do some more study and ascertain what 'Crown' really means in relation to Crown Colonies.
Crown Properties etc. It isn't the 'ruling' sovereign at al: but the City of London. The bankers.

116. Galbraith, 'Money'. pp.31-32.



The Bank of England paper thus being guaranteed (there being no hurry to cash it) it would pass from
hand to hand in the same way as current metallic coin. But the Bank of England was not a department of
Government, as it should have been. It was an independent corporation, privileged and guaranteed by
Government, but pursuing a policy of its own; and from that day onward in greater and greater degree the
Bank of England has had the last say in any Government policy involving expense, and particularly in the
matter of foreign wars and coercion of dependencies.

In the first place, it powerfully strengthened the already strong support given by the big money-lenders in
the City to William's Government. A Jacobite restoration was under no obligation to honour the bond of
the usurping Government, and thus everyone who held Bank of England paper had an interest in
maintaining William (of Orange) upon his imitation throne." n7

The role of the Bank of England should never be underestimated at any time. Consider its role in more
recent days.

"Just as perplexing is why the Bank of England and other authorities took so long to intervene. Britain's
main financial regulator waited for more than a year after seeing a Price Waterhouse audit that raised
serious doubts about BCCI's viability before seizing its 25 branches in Britain. One explanation: the
Bank of England was conducting negotiations with Abu Dhabi authorities, apparently hoping that
Boors current owner, Sheik Zayed bin Sultan al-Nahayan, would shore up the bank. But more
suspicious experts raise questions about BCCI's links to Western intelligence agencies. Leaders in
Parliament have expressed outrage at the regulatory failure, which among other things, has endangered
deposits from as many as 45 municipalities and four utilities." 118

So much for the great Bank of England. 119

The fact that bankers habitually create loans out of thin air without any real wealth asset backing at all
is made abundantly clear in the consummate detailed study of the banking business of Sir Robert
Clayton in 17th Century London. 120

You have to look no further afield that Australia's Commonwealth Bank to see the evidence.

That pillar of Australian society was started in 1912 with a ten thousand pound ($20,000) cheque 121
as a loan from the Australian government. Yet between 1914 -1918 that baby bank created bank credits
to the incredible tune of 350 million pounds ($700 million). How do you think it was done?
Do you really believe that out of a total population of 5 million (men women and children) of whom only
some 1 million were income earners (at most) it was possible for $700 million to be deposited in cash
currency within Australia and at the Commonwealth Bank in particular to enable those war loans to be
made?

117.'A Shorter History of England', Hilaire Belloc.

118. 'Time' magazine, July 29, 1991 - pp. 24.29.

119. On Wednesday 18/12/91 the liquidators of the Bank of Credit and Commerce= (BCCI) agreed to plead guilty to fraud,
racketeering and drug money laundering, to pay $13 million fine and to turn over all of the banks US assets ($500 million)
to the US government. The bank had illegally obtained control of the First American Bank of Washington, the
independence Bank of California and the National Bank of Georgia. The bank had previously been charged with helping
the Medlin dug cartel of Colombia to launder money and to ovado US taxes.

120. Frank T. Melton, 'Sir Rebel Clayton and the Origins of English Deposit Banking', Cambridge University
Press, 1989. particularly pp.152.157.

121. Can you believe it - that bank, this lumbering elephant didn't even start with real money! Read 'Australia's Government
Bank', Dr. L.C. Jauncey.



It was all done with book-entry credit creation. A stroke of a pen.

Interestingly, a deputation of returned soldiers, caps in hand like peons, were granted an audience with
Sir Dennison Millar, Chairman of that 'people's bank' in 1921. The diggers asked the great man why
the bank couldn't create the same amount of book- entry credit to create work for them and their families -
they having fought valiantly while the bankers grew fat on the war.

The great man said he would see to it that something would be done. Nothing was done.

Let us hear no nonsense about having to restrict credit to save the nation from itself.

'We do not know why a great speculative orgy occurred in 1928 and 1929. The long accepted
explanation that credit was easy and so people were impelled to borrow money to buy common stock
on margin is obviously nonsense. On numerous occasions before and since credit has been easy, and
there has been no speculation whatever." 122

THE SYDNEY HARBOUR BRIDGE

Everyone all over the world knows of this classic advertising symbol.

That fine piece of engineering cost $16m 60 years ago.

It earns, after all costs, well over $1m per annum from toll payments.

Over $40m has been paid out to the London mob in payments and we are told that the debt will not be
paid until 2005

How much will the bridge have cost the people?

Only God knows.

This classic example shows you what a racket the banksters have going for them and people like the
undertaker-and the embalmer not only allow them to get away with it but are a party to the racket.

I challenge the undertaker to publicly deny that he told Stephen Martin MHR, Chairman of The House
of Representatives Standing Committee on Finance and Public Administration (the so-called Banking
Enquiry) that he, the Undertaker, would make any amount of money available to Martin's merry men
providing that (a) the banks' special working arrangements weren't upset (b) a royal commission into
the banks didn't come out of the enquiry.

It was a fiddle from the outset with the script written by the banks themselves.

I provide evidence in the draft Federal Court Writ showing how the banks themselves are the great
speculators in foreign currency trading for their own profit.

Behind them are the real speculators, the secret combinations.

The Commonwealth Bank figured prominently in the created drama of the Great Depression. 123

122. 'The Great Crash 1929'. Professor John Kenneth Galbraith. Penguin Books, London, 1988. p.187.

123. Not the Hawke/Keating Depression we are suffering at time of writing but the earlier one. Same operators, different



"The restricted freedom of action which had been the Government's in 1929, 1930 and early
1931 came to an end in April 1931 when the long battle of attrition between the Government and the
 Australian and overseas financial institutions came to an end: the Government was told that it could
have no more money. On April 2 Sir Robert Gibson, Chairman of the Commonwealth Bank Board, wrote
to the Federal Treasurer, E.G.Theodore, that "A point is being reached beyond which it would be
impossible for the (Commonwealth) bank to provide further assistance for the Government in future."

(The bank which was created by the Federal Parliament for the people of Australia was about to
thoroughly screw the Government supposedly controlling that parliament by popular vote of the
people.)

"The bank was prepared to extend credit to the government within Australia up to 25 million pounds
($50 million) - sufficient for a few weeks only - and to 25,125 million pounds in London - a limit already
reached." 124 The rest is history.

The Commonwealth Bank forced the elected government of the day to toe the line demanded by Sir
Otto Niemeyer of the Bank of England in August, 1930.

Who controls the governments? The banks.

You will of course, be asking yourself why the Commonwealth Bank 125 couldn't and wouldn't do what it
did in the First World War when it created $700 million in credits out of thin air for the armament
manufacturers. What, pray tell, was the difference?

Small, tight circle isn't it?

The Bank of Engand - Commonwealth Bank - Bank of England.

"For each outstanding dollar of loans, America's biggest banks have between three (3) and five (5)
cents of capital and reserves. Such low capital/asset ratios, as they are known, are unprecedented in
the history of American banking. During the greatest period of bank failures in history, the 1920's and
1930's, the capital/asset ratios of American commercial banks averaged 10% or more, or two or three
times as great as they are now." 126

Thus, 95% to 97% is pure fiction - book-entry credit or, as our American cousins like to call it, deposit
creation.

Don't be decoyed by the imposing facades of 'our' banks and their public posturing of 'credibility' and
'probity'.

"Notes were issued by banks with no known place of business, and no regular office hours; and kegs
of nails with coin lying on top were moved overnight from "bank" to "bank" to show up as cash reserves
 just ahead of the bank examiners." 127

124. 'The Great Depression'. Robed Cooksey, Australian Society for the Study of Labour History. Canberra, 1970, pp. 98-
99.

125. The bank was also, at that time, what the Reserve Bank is today, i.e., the central bank for Australian banking system.

126. Michael Motfit, ‘The World's Money’, Michael Joseph Ltd. London, 1994, p.224.



In 1933 we are told:

"Of the 6,540 state non-member banks approved by the Federal Deposit Insurance
Corporation for admission to the "temporary plan" of deposit (book-entry) insurance, effective
January 1, 1934, 10% had no capital, an additional 13.9% had capital impairments exceeding
50%, and a further 27.8% had capital impairments up to 50% 128

The communique from the President of the American Bankers Association after their 1932
convention tells us that:

"Mr.Haas pointed out that people exaggerated the significance of the 2,300 bank failures
during the year 1931, by talking about the $1,690,000,000 in deposits of these banks as if
they were lost. Depositors in such banks received some of their money back in liquidating
dividends." 129

THIS IS THE GREATSECRET 'THEY' DON'T WANT YOU TO KNOW THAT THEY ARE
CREATING YOUR ALLEGED LOANS OUT OF THIN AIR AND THAT YOU ARE
 ACTUA LLY WORK ING HA RD TO CREATE THE REAL WEALTH (CASH) THAT THE
BANKS SAY THEY HAVE LOANED YOU IN THE FIRST PLACE.

You have to work hard to create the very 'loan' over which they have taken all manner of
security. You are your own source of bank funds!

This is why the banks will happily (ruthlessly) sell up farms and businesses all over the place. 130

 Any price they get is cream to them.

Stunning?

Of course. They' don't print banknotes nor do 'they' mint coins. 131

It is nothing more than a simple book entry; used to be made with a quill pen - now it's
done with computers.

 All the bank does is to make an entry into your trading account which says that the amount is
in your account. Try drawing a large amount (you have borrowed) in cash and see what will happen.

How does it work?

Simple.

You are obligated to deposit cash currency of the Commonwealth of Australia every month
plus an extortionate interest rate (at risk of losing your real assets) and this cash is what fuels the
system. 132

128. Federal Reserve System Annual Report 1934, pp. 16-17.

129. ‘The Banking Crisis: The End of an Epoch', Marcus Madler and Jules I. Bogan, New York, 1933, p.56

130. There is ample evidence that bankers routinely ruin businesses so they can sell its assets for their own private gain. An
open Royal Commission into banking (which Paul Keating certainly doesn't want) will easily prove that this is so.

131. They did in the past and the Hong Kong Shanghai Bank and the Standard Chartered Bank in Hong Kong do issue their
own cash currency lot that crown colony.



THE TRUTH ABOUT PLASTIC MONEY

The banks insist that they brought this 'innovation' into play only for the good of you and me but, as usual
with the banks, the truth is something quite different.

The banks have been persistently insisting for the last two years that they can't afford to continue to
provide this 'innovation' because too many people are actually using the system and paying their
accounts within the monthly time limit for nil interest servicing.

Forgotten is the fact that the banks sold us this 'innovation', imposed by them on us, on the benefit (to us)
that if we paid inside the month it would not cost us anything.

"As people hold proportionately less in currency, the possibilities of expansion (of book-entry credit) are
greater. Also, lower bank reserve requirements and smaller holdings of excess reserves would tend to
cause the money multiplier to be larger." 137

This is because the 'plastic money' doesn't show in their figures as cash or even as deposits and thus
the balancing act with the reserve requirements can be flexed to allow even greater increases in book-
entry credit creation.

You should note that the proportion of real cash in hand 138 in banks compared to book-entry credit
creation has been dropped (worldwide) from 8% to only 4% 139

Thus, 96% of bank's 'assets' are nothing but fiction, i.e., book- entry credit created out of thin air by the
bank itself.

The plastic money is really for the purpose of enabling the banks to even further increase their book-
entry credit creation, and they are about to force you to pay hard cash for the privilege of holding one of
their rotten plastic cards.

ONE OF THE MONEY MULTIPLIERS

This is only one example. There are several such formulas. It is provided only so you will have at least
seen what one looks like.

The banks have, in reality, their own computer software running which makes this type of formula
obsolete.

137. 'Money and Banking - An Introduction To’, Campbell and campbell, The Dryden Press. Illinois, 1981, p. 184

138. And even that 4% can be in 'readily cashed’ paper securities which themselves may be worthless.

139. Who do you think would have the power to not only arrange this worldwide but get agreement end enforce it worldwide?
Doesn't this, at least, indicate a worldwide brotherhood of bankers?



M= (1 + c)
[r + c + c (r') (t)]

M is the limit of 'money' (including in the majority, book-entry credit) the formula allows. You will readily
understand that if one increase or decrease the various amounts inside the formula then the amount of
book-entry credit is increased or decreased accordingly.

This example, by the way, was provided via the 60 page paper sent to us by the Australian Bankers
 Association so obviously it would be true and accurate, wouldn't it?

For the more mathematically minded, the following is another book-entry credit creating formula.

"M is the sum of the cash currency (C) and book-entry credit created out of nothing (D) held by the public;
hence M = C + D. High-powered money (H) is held either by the banks as reserves (R) or by the public
as cash currency; hence H R + C. Divide both sides of the preceding identity by M, substitute

R ( 1 - C for R, invert both sides, and then transpose H.
D (  M  M

The result is M = H
R+C - R C
D M D M

showing how the money stock depends on high-powered money, the total reserve ratio of banks (R)
and the fraction of money the public holds as currency." 140 (D)

Please note that the 'D' is deposits which is the American term for book-entry credit creation. Ali this
mathematical gobbledygook isn't really important because the banks don't really use it at all. They have
their own software running which they use to create book-entry credit as they see fit. The point in
showing it to you is so that you understand that book-entry credit (or deposit creation) is a reality - it
really does happen.

The actual formula in use by the banks isn't important; it's the fact that they are using plastic credit cards
to further increase their book-entry credit operations that is important.

Whatever you do, don't allow the banks' spokesmen to distract you with interminable arguments about
this money multiplier business.

By itself and of itself it is not important. It certainly is of no consequence which money multiplier (if any)
the banks are now using.

it is of absolutely no consequence whether the formula above is literally used by the banks or not - who
cares?

They are running their own highly sophisticated computer software (called 'Strategy Forecasting') and
we are now waiting for one of Westpac's computer people to provide us with photocopies of their
manual on the programme.

140. Professor Philip Cagan, Professor of Economics at Brown University and a member of the staff of the National Bureau
of Economic Research, •Banking and Monetary Studies'. Office of the Comptroller of the Currency, Washington, 1963. p.32.



The only fact that you need to lock into is the fact that the banks do indeed multiply cash and 'paper'
in hand to arrive at a purely mythical 'asset' base to create loans.

Don't let them distract you with misinformation and red herrings.

In the letters from the banking 'industry' which we have included in this Manual you will note that the
 Australian Bankers Association, the Reserve Bank and Professor Valentine et al stoutly deny that the
banks create book-entry credit out of nothing (despite the authoritive evidence to the contrary).

They say that all that happens is the 'money multiplier creates the 'money' yet the banks themselves
say they do not bother with the money multiplier formulas and that in their opinion they have ceased to
be relevant.

They can't have it both ways can they?

If, as Valentine and the Bankers Association/Reserve Bank insist, the banks are not creating book-
entry credit out of nothing 141 and if, as the banks themselves assert, they are not using the money
multiplier formulas that Valentine et al insist are being used then I must be 100% correct that what the
banks are really doing is unilaterally creating book-entry credit out of nothing entirely at their own
pleasure and discretion. 142

Can it be that your humble author actually knows more than all these professional banking/financial
people or are they merely trying to hide the Great Secret?

What do you think?

141. Do you really believe that these highly educated prominent people don't know the facts that have been quoted in this
manual?

142. Yes, I know, ‘they’ will attempt to assert that I don't understand that the money multipliers are merely an innocent and



MONEY

The word 'money' derives from the name of the Roman Temple of Juno Moneta, the (un)holy centre
of the Roman World.

That's where it all staled, in a pagan Roman temple.

"No man can serve two masters: for either he will hate the one, and love the other; or else he will hold
to the one, and despise the other. Ye cannot serve God and mammon." 143

 Ah, you will say, a religious nut! Well, suit yourself; that's how you got into the pickle you are in now.
You are reading this self-help Manual, presumably, in an attempt to get clear of 'your' rotten bank. I
am telling you the truth as I understand it. If you prefer to believe people like Philip Adams and Dick
Smith, and their compatriots, then go for your life (such as it is...)

The point is that there is a greater power than the rotten banking system, allied as it is with the lawyers
and the politicians, and the only thing that is stopping you from tapping into that power (as did John
Milton) is yourself; your unbelief in the real power that is available to every man and woman on the Earth
has brought you to the stage at which you find yourself.

You make up your own mind. Believe whatever you want to believe; that's your God-given privilege.
144

But we can't do without money, you cry?

Rubbish.

We used to believe that also, but one only has to look closely at the barter system to realise that you
and your family could live quite comfortably (and without all the stress inherent in the Mammon system)
entirely without money. 145

 And the true story about Lycurgus in Sparta shows that everyone can live without money if they really
have to or want to.

Lycurgus came to power in that famous old city-state as Regent for his brother's son when the brother
died.

The first thing Lycurgus did on assuming power was to abolish money. That's right, he simply abolished
money. The only legal tender was great lumps of cast iron which was hard to get and jolly
uncomfortable to carry around.

The parasites, i.e., the banksters, the lawyers and the hangers on, all went elsewhere to ply their evil
trade and the people prospered.

143. Matthew 6:24

144. As one author said, 'When people stop believing in God it's not that they don't believe in nothing but that they believe
anything.'

145. National 'Barter Directory of Goods and Services', as seen on T. V. Recession Buster! Entries absolutely free! phone



The daily volume of trading is as follows.The daily volume of trading is as follows.

 According to the Bank of England onl According to the Bank of England only 9% of the currency wheeling any 9% of the currency wheeling and dealing relates to tradid dealing relates to tradingng
between clients (international trade for goods and services).between clients (international trade for goods and services).

91% is pure speculation between the banks for their own profit.91% is pure speculation between the banks for their own profit.

Between 1984-87 :-Between 1984-87 :-

(a) (a) London's foreign currency trading London's foreign currency trading in only two in only two years rose fryears rose from $US49 billion to om $US49 billion to $US90 billion.$US90 billion.

(b) (b) The New The New York Stock York Stock Exchange figures Exchange figures increased from increased from $US35 billion to $US35 billion to $US60 billion.$US60 billion.

(c) (c) Tokyo's Tokyo's $US8 $US8 billion rose billion rose to to $US50 $US50 billion.billion.

(d) (d) Australia's share Australia's share of this of this bank induced bank induced feeding frenzy trebled feeding frenzy trebled in the in the same period.same period. 152152

SUMMARYSUMMARY

It is highly likely that 'your' bank at no time actually took out a foreign currency loan in your behalf orIt is highly likely that 'your' bank at no time actually took out a foreign currency loan in your behalf or
name. The banks, as you can see from the preceding pages, are always (and in huge amounts)name. The banks, as you can see from the preceding pages, are always (and in huge amounts)
speculating on the foreign currency markets around the world but in their own selfish interests.speculating on the foreign currency markets around the world but in their own selfish interests.

It is more than likely that all 'your' bank did was to allocate mythical book-entry credit to your accountIt is more than likely that all 'your' bank did was to allocate mythical book-entry credit to your account
(for which you had to pay hard earned real wealth or lose your real assets) and then claim (untruthfully(for which you had to pay hard earned real wealth or lose your real assets) and then claim (untruthfully
and illegally) that a real foreign currency loan actually existed in your name.and illegally) that a real foreign currency loan actually existed in your name.

Take them to court and make them prove that you ever really did have a foreign currency loan at anyTake them to court and make them prove that you ever really did have a foreign currency loan at any
time.time.

BUT WHAT IF THEY HAVE ALBUT WHAT IF THEY HAVE ALREADY DONE READY DONE YOU IN ?YOU IN ?

Screw them.Screw them.

Use the basic information in this Manual and go to town on them.Use the basic information in this Manual and go to town on them.

There is a draft Federal Court Writ further on in this Manual for taking action against 'your' bank.There is a draft Federal Court Writ further on in this Manual for taking action against 'your' bank.
Don't believe or trust 'your' lawyers. There is, for example, ample court evidence that the TradeDon't believe or trust 'your' lawyers. There is, for example, ample court evidence that the Trade
Practices Act 1974 can be used against 'your' bank even if more than three years has passed (the outPractices Act 1974 can be used against 'your' bank even if more than three years has passed (the out
that the banks use all the time). It is also quite likely that your mortgage contracts were never properlythat the banks use all the time). It is also quite likely that your mortgage contracts were never properly
signed and are unenforceable and 'your' lawyers should have told you that years ago.signed and are unenforceable and 'your' lawyers should have told you that years ago.

152. Neil Behman, 152. Neil Behman, 'The Sydney Morning Herald, 'Surge in Exchange Tradin'The Sydney Morning Herald, 'Surge in Exchange Trading is Leading to Volatile Currencies'. 25/8/86.g is Leading to Volatile Currencies'. 25/8/86.
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DDeaear r MMr r HHoioi ns,ns,

II n n tt hhe e aabbsesennce ce oof  f  tt hhe e GGoovveerr nnoorr ,  ,  I  I  aamm rr eeppll yyii nng g tt o yo yoouur r  ll eett tt eer or  off
5 5 JJ uunnee..

 Yo Your ur ll etet tt er er ccontont aiai ns ns ssomome e ff undaundammentent al al mmii ssunderunder sstt andiandi ngs ngs as as tt o o tt hehe
pprr oocecess  o f  ss  o f  ff ii nnaannc ic i aal  l  ii nntt eerr mmeeddii aatt ii oonn.  .  II nnddii vvii dduuaal  l  bbaannks  caks  cannnnoott
"" crcr eeatat ee" " crcr eeddii tt .  .  AAnny by banank ik i s "s " eemmppowoweerr eedd" " tt o mo makake e a a ll ooaan n - -  tt hhii s is i ss
oonne e  oof  f  tt hhe e  ff uunnctct ii oonns os  of  f  a  a  bbaannk ak aff tt eer  r  aall ll .  .  BBuut  t  tt o  mo maake ke a  la  l ooaann,  ,  ii tt
mmust ust rr aiai se mse mononey - ey - usuausuall ll y iy i n tn t hhe e ff oorr mm oof f a a bbaannk k ddeeppoosisi t t - - tt o o ff uunnd d tt hhee
ll ooaann..

II t  t  ii s  ts  t rr uue e  tt hhaat  t  tt hhe e  bbaannkkii nngg systemsystem aas a ws a whhooll e ce caan "crn "cr eeaatt ee" "  crcr eeddii t  t  ii nn
a sea sennse - se - bebecaucause tse t he he mmononey ey ll oaoanned ed bby oy onne be banank uk usuasuall ll y fy f ii nnds ids i tt ss
wwaay y bbaack ck ii nntt o o tt hhe e bbaannkik i nng g systsyst eemm ii n n tt hhe e ff ormorm oof f  a da deepposiosi tt
ssomomewewherher e. e. The rThe r ecieci pipi ent ent banbank ck can tan t hen lhen l eennd d tt hhii s ms moonneey y oouutt , , aannd d soso
oonn..

BBuut t tt hhii s is i s nos not t a pa prr oceocess ss ggovoverer nened d bby somy some ue unnii qque ue "" ff actact oror " " aas ys yoouu
cacall l l ii tt , , eevveen n tt hhoouuggh h mmaanny y sisi mmppll ii ff ii eed d tt eexxtt -- bbooook k tt rr eaeatt mmenentt s s prpr esenesent t ii tt
tt hhat at wwayay. .  ThThe e eexpxpanansisi on on of of a a bbanank'k' s bs baall aannce ce shsheeeet t ii nnvovoll veves rs r aaii sisi nngg
ddepeposiosi tt s s or or otot hheer r ff uunndds s at at tt hhe e ggooii nng g ddeeppoosisi t t ii nntt eerr eest st rr aatt e e (( oor r oott hheerr
ccoost ost  of  ff  f uunndds s aas s apapplpl ii cabcabll e)  e)  anand ld l oaoanini ng ng tt he he pprr oceoceededs s at  at  anan
aapppprr oopprr ii aatt e  e  ll ooaan  n  rr aatt e  e  (( wwhhii c h  c h  aall ll oowws  fs  f oor  r  rr ii s k  as k  annd  d  s o  s o  oonn)) ,,
wwhhii ll e  ee  enns us urr ii nng  tg  t hhaat  t  rr eegguull aatt o r y  a no r y  a nd  pd  prr uuddeenntt ii aal  l  rr eeqquuii rr eemmeenntt ss
rr eell aatt ii nng  g  tt o  o  c ac appii tt aal  l  aaddeeqquuaac y  c y  aannd  d  aas s es s et  t  qquuaall ii tt y  ay  annd  d  tt hhe  e  ll ii k e  k e  a ra r ee
mmetet .  .  ThThe  ie  i nnd id i v iv i dudua l  a l  babank  mnk  must  us t  jj ududge  ge  wwhehett heher  r  tt hheese  se  vvaarr ii oouus  cs  coos ts t ss
aannd d rr eett uurr nns (s ( aannd d tt hhe coe costst s of s of rr uunnnnii nng g tt hhe be banank'k' s ows own on oppeerr aatt ii onons)s)
aarr e e coconnff ii gguurr eed d ii n n susuch ch a a wwaay y aas fs  f or  tor  t hhe e eexexerr c ic i se tse t o o bbe e pprr ofof ii tt ababll ee
ff oor  r  tt hhe  e  bbaannk .  k .  II f  f  tt hheey  y  aarr ee,  ,  tt hhe  e  bbaannk  wk  wii ll l  l  coconntt ii nnuue  e  tt o  o  eexxppaannd d  ii tt ss
bbaall anance ce shsheeeett .  .  II f  f  aall l  l  bbaannks ks  aarr e  e  ddooii nng g  ll ii kekewwii sese,  ,  aaggggrr eeggaatt e  e  crcr eeddii tt
wwii ll l  l  eexxppaanndd..

II n  n  PPrr aac tc t ii c ec e,  ,  tt hhe  e  eexxppaanns is i oon  n  oo f  f  c rc r eeddii t  t  hhii nnggees  os  on  n  tt hhee
wwii ll ll ii nnggnneess of  ss of  ppoott eenntt ii aal  l  bboorr rr oowweerr s ts  t o o tt aake ke ff uunndds as at  t  tt eerr mms ws whhii chch
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18 July 1991

Mr L.F. hioins

2/20 Seaview Crescent BLACK
ROCK VIC 3193

Dear Mr Hoins,

David Emanuel showed me your letter of 3 July and asked whether I could reply to
 you in some more detail. (I might say that we receive a number of letters each year
enquiring about the existence of the money or credit "multiplier", so you are not
alone in asking this question.)

Your letter does not indicate the source of the formula you quote, but it looks familiar
as an example of the "money multiplier used in most text books, and, as you point out,
in a number of "higher" sources as well. It is true that an algebraic relationship can be
written down linking the reserve requirements pertaining to banks (under which they
must lodge a certain fraction of their liabilities (presently one per cent) with the Reserve
Bank in the form of cash), the total stock of bank deposits, and the total stock of
reserves available.

No-one questions that these things can be written down this way in an ex  post sense
(though the algebra may be considerably more complex after the various other
requirements - such as the Prime Assets and capital adequacy

requirements - are taken into account).

 The real question, however, is how the process of financial intermediation takes place in
order to get to that final outcome. At a practical level, it is true, as Mr Emanuel said in
his previous letter, that a bank must acquire funds to cover a loan - in other words, that
its assets must always equal its liabilities. Perhaps an (admittedly very simple) example
might help illustrate what I mean.

Suppose a bank, say Westpac, decides to lend to me the amount of $100.
Suppose for the sake of argument that it does this by allowing me an overdraft
facility on my cheque account. I then go ahead and use the facility, by writing a
cheque drawn on Westpac. I offer the cheque in payment for something.
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 The recipient of the cheque banks it, and his account (say at ANZ Bank) is credited with
5100. The ANZ Bank will then present the cheque to Westpac, and demand payment. At
this point, ANZ will debit my overdraft account by $100, so it has "created", in a sense,
credit.

But it still faces a claim of S100 from the ANZ Bank, which must be settled. It has to find
5100. How will it do this? It can do one of several things. First, it could sell some other
asset for 5100, and remit the proceeds to ANZ. In this case, its balance sheet would not
have grown, only been rearranged.

If it wishes to have its balance sheet grow, which I think is the case in which you are
interested, it has to come up with the $100 some other way. It will have to bid for
funds in the market. One straightforward resolution would be for ANZ to lend the 5100
back to Westpac. (ANZ, of course, faces the reverse situation to that of Westpac in this
example: it has acquired a claim of 5100, and has to decide how to place it.) In that case,
Westpac's balance sheet would have expanded, with both assets (the original loan) and
liabilities (the borrowed S200 which funds the loan) rising by 5100. ANZ's balance sheet
would also have expanded by $100 - liabilities are up $100 because of the receipt of my
original cheque, and assets are up $100 in the form of a loan to Westpac.

Westpac could of course borrow the 5100 from the public, rather than from ANZ. It
could induce some depositors to shift funds from another bank to Westpac. This would
mean that the balance sheet of that other bank would have to contract. Or, it could
induce someone to part with cash in exchange

for a Westpac deposit, in which case the aggregate balance sheet of the banking system
would grow.

 The main point of this example, however, is that in each case, the lending bank must
somehow acquire the deposit (or other form of liability) to "fund" the loan. Also, there is
no necessity for the aggregate amount of credit to expand - that depends on whether
the public is prepared to hold additional bank liabilities and on whether borrowers
demand extra credit. These are generally thought to depend in turn on a range of things
in the economy, with interest rates being one of the most important.

For the banking system as a whole to expand (as opposed to one bank expanding at the
expense of another), the system must acquire additional reserve assets ("cash") so as to
meet the reserve requirements imposed by the RBA. This is where the "multiplier"
analysis that you favour comes in.

Banks must place a small proportion of deposits with the Reserve Bank. They must
settle with the Reserve Bank in cash, or by transactions in special accounts
maintained at the Reserve Bank for this purpose.



But an individual bank, having acquired $1 in cash, cannot then say to itself: "Good, now I
can lend $10" (assuming the relevant multiple is 10), as if the SW loan could just appear
without being actually paid out by the bank. All it can say is that if it chose to expand its
balance sheet by making a loan funded by a deposit up to an amount of $10, it would not
have any problem meeting the reserve requirement.

 There is a further point. Whereas in the textbook world, the quantity of reserves is fixed at
some level by the central bank, in practice, central banks do not ration out reserves strictly
on a day to day basis. If they did, there would be occasions where a bank (or the banking
system), having overreached itself, would then have to contract its balance sheet in order
to meet the requirements. Since this would be difficult to do in practice, not to mention
very disruptive to the economy, centred banks in most countries (including Australia) make
extra reserves available on a short-term basis, but seek to control the overall quantity of
credit over the longer term by affecting the general level of interest rates (and therefore the
demand for credit) in the economy.

So what the multiplier algebra describes is, in fact, the ultimate equilibrium reached,
rather than the process by which the economy evolves towards that equilibrium. That
process is governed, in my view, by the factors mentioned in Mr Emanuel's previous letter:
things such as the costs to banks of funding a loan relative to the returns to be expected
(allowing for risk), and for a borrower, the interest rate and other conditions which a bank
must charge him or her (so as to make the loan a profitable undertaking for the bank),
relative to the return he or she can expect to earn with the borrowed funds.

 The problem we have with using the multiplier analysis is that it sees
everything in a very mechanical way, and leaves out behaviour of borrowers and lenders,
and in particular their responses to interest rates and other economic forces. That is why
most central bankers think in the terms I have outlined when discussing the process of
intermediation. I can also assure you that it has quite a respectable academic pedigree. (An
article I have found particularly helpful in this context is by Nobel Prize winner Tames

 Tobin, entitled "Commercial Banks as Creators of Money", reprinted in his Essays in
Economics , Volume I, MIT Press, 1987.)

Yours sincerely,

G.R. Stevens
Chief Economist
(Monetary Conditions)
Economic Analysis Department



Part three MONEY, MONETARY POLICY, AND
ECONOMIC STABILITY

Balance sheet 6a: Wahoo Bank
(when loan is negotiated)

Liabilities and net worth Assets
Current deposits *$100 000
Capital stock $250 000

Reserves $ 60 000
Loans* $ 50 000
Property $240 000

bank makes loans, it creates money. The
president of the Grisley company went to the
bank with something which is not money —
his IOU — and walked out with something
that is money - a c urrent deposit . 5 When
banks lend, they create current deposits
which are money. By extending credit the
Wahoo Bank has "monetised" an IOU. The
Grisely company and the Wahoo Bank
have created and then swapped clai ms.
The c la im created by  the  Gr is ley
company and given to the bank is not
money: an individual's IOU is not generally
acceptab le as a medium of exchange. But the
claim created by the bank and given to the Grisley
company is money; cheques drawn against a
current deposit arc acceptable as a medium
of exchange. It is through the extension of
credit by trading banks that the bulk of the
mon ey used in our economy is created.
But  there are important  forces which c i r -
cumscribe the abil ity of a trading bank to
create current deposits — that is, "bank
money" — by lending. In the present case,
the Wahoo Bank can expect the newly
created current deposit of $50 000 to be a
very act ive account .  Th e Gr is l ey
compan y  wo u ld  no t  bo r ro w  $ 50  000  a t,
say, 8 or 10 per cent for the sheer joy of
knowing the  funds were  ava i lab le  i f
needed .  Le t  us  assume tha t  t he  Gr i s ley
company awards a $50 000 contract  to
the Quickbuck Construction Company.
Quickbuck, true to its name, completes the
expansion job and is rewa rded with a
cheque for $5 0 000 drawn by the Grisley
company against i ts current deposit  in the
Wahoo Bank. The Quick-buck company,
having its headquarters outside Wahoo,
does not deposit this cheque back in the
Wahoo Bank but instead deposits it in the
Yarloo City Bank. The Yarloo City Bank
now has a $50 000 claim against the Wahoo
Bank.  This cheque is  col lected in the
man ner described in transaction 5. As a
result, the Wahoo Bank loses both reserves
and deposits equal to tire amount of t ire
cheque;  the Yar loo Ci ty

Bank acquires $50 000 of reserves and
deposits. In shor t, assuming a chequ e is
drawn by the borrower for  the en t i re
amount of th e loa n ($50 000) r ind given to
a firm which deposits i t in another bank, the
Wahoo Ba nk's bal ance sheet will read as
follows after the cheque has been cleared
against it:

Liabilities and net worth Assets
Current deposits*$ 50 000
Capital stock $250 000

Reserves*$ 10 000
Loans $ 50 000
Property $240 000

You wi l l  no te  immedia te ly  tha t  a f te r  the
cheque has been collected, the Wahoo Bank
is just barely meeting the legal reserve
ratio of 20 per cent. The bank has no excess
reserves. This poses an interesting
question: Could the Wahoo Bank have lent
an amount greater than $50 000 — nil
amount greater than its excess reserves —
and stil l  have met the 20 per cent reser ve
requirement i f  a cheque for th e ful l  amount
of the loan were cleared against it? The
answer is  "No".  For example,  suppose
the Wahoo Bank had lent $55 000 to the
Grisley company, collection of the cheque
against the Wahoo Bank would have lowered its
reserves to $5000 (=$60 000 - $55 000) and
deposits wou ld a gai n st and at $50 000
($105 000 - $55 000). The rat io of actual
reserve s to deposits would now be only
$5000/$50 000, or 10 per cent. The Wahoo
Bank could thus not have lent $55 000. By
experimenting with other figures in excess
of $50000, the reader will f ind that the
maximum amount which the Wahoo Bank
could lend at the outset of transaction 6 is
$50 000.  This f igure is  ident ical  wi th the
amount of excess reserves which the bank
had available at the time the loan was
negotiated . Ye can conclude thata single trading
bank in a mult ibank banking system can l end
only an amount equal to its initial pre-loan excess
re-serves. Why? Because when it lends, it faces
the

5 In transaction 3. current deposits were created. but
only by currency going oat of circulation. Ilence. there
was a change in the composition of the money
supply but no change in the total supply of money.
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Part three MONEY, MONETARY POLICY, AND

ECONOMIC STABILITY 8 7

likelihood that cheques for the entire amount of
the loan will he drawn and cleared against the
lending bank. A lending bank can anticipate the
loss of reserves to other banks equal to the
amount it lends. 6

If trading banks create current deposits — that
is, money — when they make loans, it seems
logical to inquire whether money is destroyed when
the loans are repaid. The answer is "Yes". Using
balance sheet 6b, let us see what happens
when the Grisley company repays the $50 000 it
borrowed.

To simplify, we shall (I) suppose that the loan
is repaid not in instalments but rather in one
lump sum three years after the date of negot iation,
and (2) ignore interest charges on the loan.
The Grisley company will write a cheque for
$50 000 against its current deposit, which
presumably has been fattened by extra profits
resulting from the company's expanded operations.
 As a result, the Wahoo Bank's current-deposit
liabilities decline by $50 000; the Grisley company
has given up $50 000 worth of its claim against
the bank's assets. In turn, the bank will surrender
the Grisley company's IOU which it has been
patiently holding these many months. The bank
and the company have reswapped claims. But the
claim given up by the Grisley company is money;
the claim it is repurchasing — its IOU — is not.
The supply of money has therefore been
reduced by $50000; that amount of current
deposits has been destroyed, unaccompanied
by any increase in the money supply elsewhere in
the economy. The Grisley company's IOU has
been "demonetised", On the Wahoo Bank's
balance sheet, demand deposits and loans both fall
by $50 000. You will note that the decline in
current deposits increases the bank's holdings of
excess reserves; this provides the basis for new
loans to be made.

In the highly unlikely event the Grisley
company repays the loan with cash, the supply of
money will still decline by $50000. In this case,
the Grisley company would repurchase its IOU by
handing over $50 000 in cash to the bank. This
causes loans to fall on the bank's balance sheet by
$50 000 and, obviously, cash to increase by
$50000. Remember that we specifically excluded
currency held by banks from the money supply on
the ground that to

include such cash would be double counting; it -is
apparent that this constitutes a $50000 reduction in
the supply of money.

Transaction 7: Buying government securities
When a trading bank buys government bonds, the
effect is substantially the same as that of lending.
New money is created. To illustrate, let us
assume that the Walton Bank's balance sheet
initially stands us it did at the end of transaction 5.
Now assume that, instead of making a $50 000
loan, the bank buys $50 000 of government
securities front a securities dealer, The bank
receives the interest-bearing bonds which appear
on its balance statement as the asset "Securities"
and gives the dealer an increase in its demand-
deposit account, The Wahoo Bank's balance sheet
would appear as follows:
Balance sheet 7: Wahoo Bank

Liabilities and net worth Assets
Current deposits*$100 000
Capital stock $250 000

Reserves $ 60 000
Securities*$50 000
Property $240 000

The important point is that current deposits, that
is, the supply of money, have been increased by
a total of $50 000, as in transaction 6a. Trading
bank bond purchases increase the supply of money
in the same way as does lending to the public.
The bank accepts government bonds — which
are not money — and gives the securities dealer an
increase in its current deposits — which is money.

Of course, when the securities dealer draws and
clears a cheque for $50 000 against the Wahoo
Bank, the bank will lose both reserves and deposits
in that amount and therefore will just be meeting
the legal reserve requirement. Its balance sheet will
now read precisely as in 6b except that "Securities"
is substituted for "Loans" on the asset side.

Finally, as you undoubtedly suspect, the selling of
government bonds by a trading bank —

6 Qualification: If some of the cheques written
on a loan are redeposited back in the lending
bank by their recipients, then that bank will be
able to lend an amount somewhat greater than
its initial excess reserves.
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HOW BANKS CREATE MONEY 15 87

like the repayment of a loan --- will reduce the
supply of money. The securities buyer will
pay by cheque and both "Securities" and
"Demand deposits" (the timer being money)
wil l dec line by the amount of the sale.

Profits and liquidity

The relative importance of the various
asset items on a trading bank's balance
sheet is the result of the banker's pursuit of
two conflicting goals. One goal is profits.
Trading banks, like any other business, are
seeking profits. To this end the bank is
desirous of holding loans and securities.
These two items are the major earning
assets of trading banks. On the other hand, a
trading bank must seek safely. For a bank,
safety lies in liquidity — specifically such
liquid assets as cash and excess reserves.
Banks must be on guard for depositors'
transforming their current deposits into
cash. Similarly, the possibility exists that
more cheques will be cleared against a
bank than are cleared in its favour, causing
a net outflow of reserves. Bankers are thus
seeking a proper balance between pru-
dence and prof i ts .  The compromise that
is achieved determines the relative size of
earning assets as opposed to highly liquid assets.

The banking system: Multiple-deposit
expansion
Thus far we have discovered that a single
bank in a banking system can lend dollar for
dollar with its excess reserves. Now what of
the lending abi l i ty  of  a l l  t rading banks
taken as a group? Jumping to our
conclusions, we shall f ind that the trading
bank system can lend, that is, can create
money, by a multiple of its excess reserves.
This multiple lending is accomplished despite
the fact that each bank in the system can only
lend dollar for dollar with its excess re-
serves. The immediate task is to uncover
how these seemingly paradoxical
conclusion s come about.
To do this, it is necessary that we keep our

analysis as clear as possible. Therefore, we
shall rely upon three simplifying
assumptions. First, suppose that the
reserve rat io for al l  trai l ing banks is 20 per
cent. Second, assume initially that all banks
arc exactly meeting this 20 per cent reserve
requirement. No excess reserves exist; all
banks are "loaned up". Third, we shall

suppose that if any bank becomes able to
increase its loans as a result of acquiring
excess reserves, an amount equal to these
excess reserves will he lent to one
borrower, who will write a cheque for the
entire amount of the loan and give it to
someone else, who deposits the cheque in
another bank.  This assumpt ion merely
means that we are assuming the worst thing
possible that can happen to any lending
bank -- a cheque for the entire amount of die
loan is  drawn and c leared against  i t  and
in favour of another bank.

The banking system's lending potential

To get the ball rolling, suppose that the
Reserve Bank buys a $100 government bond
in the open market front a private individual
or business firm. The seller of the bond
deposits the $100 cheque he receives in
bank A, and this $100 constitutes an
addition to the bank's reserves. (We shall
f ind in Chapter 16 that such bond
purchases by the central bank are a part of
its deliberate policy to increase the excess
reserves of trading banks and ultimately the
supply of money through bank lending.)
Since we arc recording only changes in the
balance sheets of the various trading
banks, bank A's balance sheet now appears
as follows, items (a1):

Balance sheet: Trading Bank A

Liabilities and net worth Assets

Current deposits

$+100 (a1)

+ 80 (a2)

- 80 (a3)

Reserves $+100 (a1)

- 80 (a3)

Loans +80 (a2)

How much excess reserves does bank A
now have? It has acquired $100 in new
reserves, but in the process it has also
acquired $100 in new current deposits. This
means that 20 per cent of the new reserves
must be earmarked as required reserves to
offset the new deposits. In short, $20 of the
new reserves will be required, freeing the
remaining $80 as excess reserves.
Remembering that a single trading bank,
such as bank A, can lend only an amount
equal to its excess reserves, we conclude
that bank A can lend a maximum of $80.
When a loan for this amount is negotiated, bank
 A's loans will
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increase by $80, and the borrower will get an $80
current deposit. Let us add these figures to bank
 A's balance sheet (a2).

But now we must invoke our third assumption:
The borrower draws a cheque for $80 —the
entire amount of the loan — and gives it to
someone who deposits it in another bank, bank
B. As we saw in transaction 6, bank A loses both
reserves and deposits equal to the amount of the
loan (a1). The net result of all the transactions is
that bank A's reserves now stand at $20 (.= $100
 — $80), loans at $80 and current deposits at $100
(= $100 + $80 —$80). Note that when the dust
has settled, bank A is just meeting the 20 per
cent reserve ratio.

Recalling transaction 5, bank B acquires both the
reserves and the deposits which bank A has lost.
Bank B's balance sheet looks like this (b1):

Balance sheet:  Trading Bank B

Liabilities and net worth Assets

Current deposits
$+80 (b1)
+64 (b2)
-64 (b3)

Reserves
$+80 (b1)

-64 (b3)
Loans +64 (b2)

When the cheque is drawn and cleared, bank
 A loses $80 in reserves and deposits and bank
B gains $80 in reserves and deposits. But 20 per
cent, or $16, of bank B's newly acquired reserves
must be kept as required reserves against the
new $80 in current deposits. This means that
bank B has $64 (= $80 — $16) in excess
reserves. It can therefore lend $64 (b2). When the
borrower draws a cheque for the entire amount
and deposits it in bank C, the reserves and
deposits of bank B both fall by the $64 (b1). As a
result of these transactions, bank B's reserves will
now stand at $16 (= $80 — $64), loans at $64
and demand deposits at $80 (= $80 + $64 —
$64). Note that after all this has occurred, bank
B is just meeting the 20 per cent reserve
requirement.

We are off and running again. Bank C has acquired
the $64 in reserves and deposits lost by bank B. Its
balance statement appears as follows (c1):

Balance sheet:  Trading Bank C
Liabilities and net worth Assets
Current deposits
$+64.00 (c1)
+51.20 (c2)
-51.20 (c3)

Reserves
$+64.00 (c1)

-51.20 (c3)
Loans +51.20 (c2)

Exactly 20 per cent, or $12.80, of this new reserve
will be required, the remaining $51.20 being
excess reserves. Hence, bank C can safely lend a
maximum of $51.20. Suppose it does (c2), and
suppose the borrower draws a cheque for the
entire amount and gives it to someone who
deposits it in another bank (c3).

Bank D — the bank receiving the $51.20 in
reserves and deposits — now notes these
changes on its balance sheet (d1):

Balance sheet:  Trading Bank D

Liabilities and net worth Assets

Current deposits
$+51.20 (d1)
+40.96 (d2)
-40.96 (d3)

Reserves
$51.20 (d1)
-40.96 (d3)
Loans +40.96 (d2)

It can now lend $40.96 (d2). The borrower
draws a cheque for the full amount and de-
posits it in another bank (d3).
Now, if we wanted to be particularly ob-

noxious, we could go ahead with this procedure by
b r i n g i n g  b a n k s  E ,  F ,  G ,  H , … , N  i n t o  t h e
picture. We shall merely suggest that you check
through computations for banks E, F and G, to
ensure that you have the procedure firmly in
mind.

The nucleus of this analysis is summarised in
Table 15.1. Data for banks E to N a re
supplied, so you may check your computations.
Our conclusion is a rather startling one: On the
basis of the $80 in excess reserves (acquired by the
banking system when someone deposited the
$100 received from the sale of a government
bond in bank A), the trading bank system is able
to lend $400. Lo and behold, the banking system
is able to lend by a multiple of 5 when the
reserve ratio is.20 per cent! Yet you
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Table 15.1 Expansion of the money supply by the trading bank system

will note that each single bank in the banking
system is lending only an amount equal to its
excess reserves. How do we explain these
seemingly conflicting conclusions? Why is it that
the banking system can lend by a multiple of
its excess reserves, but each individual bank
can only lend dollar for dollar with its
excess reserves?

The answer lies in the fact that reserves lost by
a single bank are not lost to the banking system
as a whole. The reserves lost by bank A are
acquired by bank B. Those lost by B are
gained by C, C loses to D, D to E, E to F,
and so forth. Hence, although reserves can be,
and are, lost by individual banks in the banking
system, there can be no loss of reserves for the
banking system as a whole. Hence, we reach
the curious conclusion that an individual bank
can only safely lend an amount equal to its
excess reserves, but the trading bank
system can lend by a multiple of its excess
reserves. This contrast, incidentally, is a fine
illustration of why it is imperative that we keep
the fallacy of composition firmly in mind.
Trading banks as a group can create money
by lending in a manner much dif fer ent from
that  of  the individual banks   in  that
system.

The monetary mul tiplier
The rationale involved in this current-deposit,
or monetary multiplier   is not unl ike that
underlying the income multiplier discussed in
Chapter 12. The income multiplier was based
on the fact that the expenditures of one house-
hold are received as income by another; the
deposit multiplier rests on the fact that the re-
serves and deposits lost by one bank are
received by another bank. And, just as the size
of the income multiplier is determined by the
reciprocal of the MPS (i.e. by the leakage into
saving which occurs at each round of spending),
so the deposit multiplier D is the reciprocal of
the required reserve ratio R (i.e. of the leakage
into required reserves which occurs at each step
in the lending process). In short,

D = I / R

In this formula, D tells us the maximum number of
new dollars of current deposits which can be
created for a single dollar of excess reserves,
given the value of R. We can easily adjust
the formula to show the maximum amount of
new deposits which can be created
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(1) (2) (3) (4)
Bank Acquired

reserves and
deposits

Required
reserves

Excess reserves,
or (1) – (2)

 Amount which the bank can lend;
new money created =(3)

Bank A $100.00 (a1) $20.00 $80.00 $80.00 (a2)
Bank B 80.00 (a3, b1) 16.00 64.00 64.00 (b2)
Bank C 64.00 (b3, c1) 12.80 51.20 51.20 (c2)
Bank D 51.20 (c3, d1) 10.24 40.96 40.96 (d2)
Bank E 40.96 8.19 32.77 32.77
Bank F 32.77 6.55 26.22 26.22
Bank G 26.22 5.24 20.98 20.98
Bank H 20.98 4.20 16.78 16.78
Bank I 16.78 3.36 13.42 13.42
Bank J 13.42 2.68 10.74 10.74
Bank K 10.74 2.15 8.59 8.59
Bank L 8.59 1.72 6.87 6.87
Bank M 6.87 1.37 5.50 5.50
Bank N 5.50 1.10 4.40 4.40
Other banks 21.97 4.40 17.57 17.57
Total amount of money created $400
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For any amount of excess reserves E, by simply
substituting E for I in the numerator, so that

D = E / R

Thus, in our example of Table 15.1,

$400 = $80 / 0.20

But keep in mind that, despite the similar
rationale underlying the income and deposit
multipliers, the former has to do with changes
in income and the latter with changes in the
supply of money.

You might experiment with these leasers in
testing your understanding of multiple credit
expansion by the banking system:

I. Rework the preceding analysis (at least three
or four steps of it) on the assumption that
the reserve ratio is 10 per cent. What is the
maximum amount of money the banking
system could create upon acquiring $100 in
new reserves and deposits? (No, the answer
is not $800!)

2. Explain how a banking system which is
"loaned up" and faced with a 20 per cent
reserve ratio might be forced to reduce its
outstanding loans by $400 as a result of the
Reserve Bank selling a $100 bond to a pri-
vate individual or business.

Some modifications
Our discussion of credit expansion has been
conducted in a somewhat rarefied atmosphere.
There arc certain complications which might
modify the quantitative preciseness of our
analysis.

Other leakages

 Aside from the leakage of required reserves at
each step of the lending process, two other
leakages of money from the trading banks
might occur, thereby dampening the money-
creating potential of the banking system.

Currency drains  A borrower may request that
a part of his loan be paid in cash. Or the recipi-
ent of a cheque drawn by a borrower may
present it at his bank to be redeemed partially
or wholly in currency rather than added to
his account. Thus, if the person who borrowed
the $80 from bank A in our illustration asked for

$16 of it in cash and the remaining $64 as a
current deposit, bank B would receive only $64
in new reserves (of which only $51.20 would
be excess), rather than $80 (of which $64 was
excess). This decline in excess reserves
reduces the lending potential of the banking
system accordingly. As a matter of fact, if the
first borrower had taken the entire $80 in
cash and if this currency remained in
circulation, the multiple expansion process
would have stopped then and there. But the
convenience and safety of current deposits make
this unlikely.

Excess reserves Our analysis of the trading
banking system's ability to expand the money
supply by lending, is based on the supposition
that trading banks are willing to meet precisely
the reserve requirement. In practice, bankers
are more prudent than this and arrange to have
a "safety margin" of excess reserves to avoid
the embarrassment of falling below the "legal
reserve ratio" in the event that an unusually
large amount of cheques is cleared against
them. 7 Therefore bank A, upon receiving $100
in new cash, might choose to add $25, rather
than the legal minimum of $20, to its reserves,
the extra $5 serving as a buffer, or cushion,
against adverse cheque clearings. The
overall credit expansion potential of the
banking system would obviously be reduced
by such additions to a bank's excess reserves!

Willingness versus ability to lend

It is only fair to emphasise that our illustration
of the banking system's ability to create money
rests upon the assumption that trading banks
are willing to exercise their abilities to create
money by lending and that households and
businesses are willing to borrow. In practice,
this need not be the case. Bankers, you will
recall, seek a proper balance between
prudence and profits. When prosperity reigns,
banks may

7 This concept will be discussed more fully in Chapter 16.

8 Specifically, in our D = I / R monetary multiplier, we
now add to It, the required reserve ratio, the additional
excess reserves which bankers choose to keep. For
example, if banks want to hold additional excess reserves
equal to 5 per cent of any newly acquired current deposits, then
the denominator becomes 0.25 (equal to the 0.20 reserve
ratio plus the 0.05 addition to excess reserves). The
monetary mu ltiplier is reduced from 5 to 1/0.25, or 4.
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open-market purchase, its composition is altered towards base

money.

Some economists have argued that the concept of base money,

developed in the United States, is not an appropriate one in

Australia because the authorities have been pegging the interest

rate on government securities. This requires them to buy

securities at a fixed price whenever holders wish to obtain

additional base money. In attempting to fix

the interest rate, therefore, the authorities lose control of the

composition of primary liquidity. In this case, these

economists argue, it is primary liquidity itself which must be

regarded as the base on which the money supply is built. It must

be said that a number of statistical analyses which have

been performed support this view, in that movements in the money

supply are better explained by changes in primary liquidity than

changes in the monetary base. However, although this view

may be a good representation of historical conditions in

Australia, it is not likely to be correct in the period of more

flexible interest rates that we have entered in recent

times. Nevertheless, the term cash base may be a more

appropriate name for the aggregate in question than monetary base.

2.3 MONEY FORMATION IDENTITIES

Money formation tables arise from a re-arrangement of the balance

sheet of the banks. Consider a simplified version of this balance

sheet. The liabilities include only deposits with the banks

(TD) and the assets are advances to the non-bank public (TA),

bank holdings of government securities (TG) and bank deposits

with the Reserve Bank (R). It should be noted that the "non-bank

public" includes non-bank financial institutions as well as

households and businesses.
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5. 5. Attach all the documents I Attach all the documents I have provided for you as have provided for you as per 'THE EXHIBITS' per 'THE EXHIBITS' to the copies to to the copies to be servedbe served
on 'your' bank but don't attach them to the court copies.on 'your' bank but don't attach them to the court copies.

This Manual has been made so This Manual has been made so that you can that you can go to a go to a photocopier and reproduce the photocopier and reproduce the required pages witrequired pages withh
minimum problem. There is a lot of photocopying, but do it. You must show the bank's lawyers that you are inminimum problem. There is a lot of photocopying, but do it. You must show the bank's lawyers that you are in
deadly earnest and that they have a real fight on their hands.deadly earnest and that they have a real fight on their hands.

6.6. Ensure that Ensure that your Affidavit your Affidavit is properly is properly signed and signed and witnessed.witnessed.

7.7. Purchase the cheapest available copies of Purchase the cheapest available copies of the books listed in this the books listed in this Manual and ensure that they Manual and ensure that they areare
available to use in court if it comes to that. Any good bookstore will find the books for you. Some of theavailable to use in court if it comes to that. Any good bookstore will find the books for you. Some of the
material can be obtained through your local library at a nominal charge, enabling you to photocopy it.material can be obtained through your local library at a nominal charge, enabling you to photocopy it. 155155

The purpose is to ask the judge to read all of it before you argue your case before him/her. It is all expertThe purpose is to ask the judge to read all of it before you argue your case before him/her. It is all expert
evidence.evidence.

The material listed is, without question, heavy going if you have never done more than read a ruralThe material listed is, without question, heavy going if you have never done more than read a rural
newspaper or the television guide.newspaper or the television guide.

But, my friend, it is your farm and home or small business that is in the firing line.But, my friend, it is your farm and home or small business that is in the firing line.

You don't have to (yet) fully comprehend the contents. You do You don't have to (yet) fully comprehend the contents. You do need to know that what need to know that what I have written is trueI have written is true
and, more importantly, the bank's lawyers and the bank itself need to know that you finally know the greatand, more importantly, the bank's lawyers and the bank itself need to know that you finally know the great
secret and can prove it in open court.secret and can prove it in open court.

You can, if you are adequately motivated to save yourself and your family will plod away at the evidence toYou can, if you are adequately motivated to save yourself and your family will plod away at the evidence to
get a grip on the matter so that, if you bank is silly enough to continue with their action against you, they willget a grip on the matter so that, if you bank is silly enough to continue with their action against you, they will
be mortified in open court. Working through this Manual and all the reading list may be harder for you thanbe mortified in open court. Working through this Manual and all the reading list may be harder for you than
everything else you do in running your farm and family but you have to grit your teeth and start.everything else you do in running your farm and family but you have to grit your teeth and start.

There is NO SHORT CUT. You MUST allocate at least one hour a day (everyday) to study There is NO SHORT CUT. You MUST allocate at least one hour a day (everyday) to study the material.the material.
Start with this Manual itself and then start working your way through the book list.Start with this Manual itself and then start working your way through the book list.

Don't attempt it alone (if this reading is foreign to you) but do it together with all your family.Don't attempt it alone (if this reading is foreign to you) but do it together with all your family.

You may well find that your children will (because they are more open to new information than us oldies) grabYou may well find that your children will (because they are more open to new information than us oldies) grab
the essentials before you do, and then they will assist you to understand the subject details.the essentials before you do, and then they will assist you to understand the subject details.

THERE IS NO SHORT CUT.THERE IS NO SHORT CUT.

If you want to If you want to avoid the workload and brain drain then go avoid the workload and brain drain then go hire someone to represent you (if youhire someone to represent you (if you
can find someone you really trust in this matter).can find someone you really trust in this matter).

If, however, you are on your last legs and look like going down to 'your' bank then you have noIf, however, you are on your last legs and look like going down to 'your' bank then you have no
alternative, and perhaps nothing to lose.alternative, and perhaps nothing to lose.

DO IT NOW.DO IT NOW.

In any case, at this stage it is highly likely that you know more than either the judge or the bank's lawyers.In any case, at this stage it is highly likely that you know more than either the judge or the bank's lawyers.

155. This is particularly so with publications such as the 'Reserve Bank of New Zealand Bulletin' which are held in university stacks and the155. This is particularly so with publications such as the 'Reserve Bank of New Zealand Bulletin' which are held in university stacks and the
National Library in Canberra and which are accessed through your local library via the State library in your State.National Library in Canberra and which are accessed through your local library via the State library in your State.
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In the land of the blind the one eyed man is king.......In the land of the blind the one eyed man is king.......

 All this intellectual activi All this intellectual activity will distract you from killty will distract you from kill ing yourself, or your wife and chiing yourself, or your wife and chi ldren.ldren.

If you really must kill something then let's work together and kill off the If you really must kill something then let's work together and kill off the rotten bank's lying, thieving grip onrotten bank's lying, thieving grip on
you and the farmers and small business people of our once fair country.you and the farmers and small business people of our once fair country.

DON'T QUIT!DON'T QUIT!

It doesn't matter what Allen Cullen, hired mouthpiece for the banksIt doesn't matter what Allen Cullen, hired mouthpiece for the banks 156156, says about this Manual and its, says about this Manual and its
contents.contents.

You can see from his letter to me that he hasn't a clue about this fundamental fact of the great secretYou can see from his letter to me that he hasn't a clue about this fundamental fact of the great secret
(or he's a bare-faced liar - it's one or the other) Indeed, how stupid can they be that they would actually(or he's a bare-faced liar - it's one or the other) Indeed, how stupid can they be that they would actually
reply to me as they did, and then provide the very evidence which proves that they don't know whatreply to me as they did, and then provide the very evidence which proves that they don't know what
they are talking about.they are talking about.

Can't you see that against such opponents you are sure to win?Can't you see that against such opponents you are sure to win?

What arrogance to reply to me, patronising me with their 'superior' knowledge, and status in ourWhat arrogance to reply to me, patronising me with their 'superior' knowledge, and status in our
community when in their base stupidity they attached the very evidence that proves they were (andcommunity when in their base stupidity they attached the very evidence that proves they were (and
remain) wrong and that I was (and remain) correct?remain) wrong and that I was (and remain) correct?

These people think they should be running our country....These people think they should be running our country....

No wonder Professor John Kenneth Galbraith called them fourth raters....No wonder Professor John Kenneth Galbraith called them fourth raters....

If the court staff will not accept the booksIf the court staff will not accept the books 157157 then agree with them and simply tell them that you will needthen agree with them and simply tell them that you will need
probably an additional two months on trial (above and beyond the minimum ten sitting days your trialprobably an additional two months on trial (above and beyond the minimum ten sitting days your trial
will take anyway) so you can personally read the books to the judge in will take anyway) so you can personally read the books to the judge in open court.open court.158158 More of that later. More of that later.

156.156. W CullenW Cullen (Australian Bankers' Association) is(Australian Bankers' Association) is the thinthe thin lipped fellow who always appears onlipped fellow who always appears on television or in the printtelevision or in the print media whenmedia when
someonesomeone (anyone) has the temerity to have a (anyone) has the temerity to have a go at his feedbag (thego at his feedbag (the banks).banks).

157. Can you157. Can you imagine timagine thehe problems ofproblems of all courtsall courts in the land if everyin the land if every farmer and small businessman being screwed by the banks dropped allfarmer and small businessman being screwed by the banks dropped all
these booksthese books in on thein on the courthouse?courthouse? The mind boggles at The mind boggles at the implications.the implications.

158. This would mean you would require no158. This would mean you would require no lessless than fifty (50) sitting days or ten weeks - than fifty (50) sitting days or ten weeks - tell the courttell the court staff that.staff that.
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 A AMMEENNDDEED D NNOOTTIICCE E OOF F GGRROOUUNNDDS S OOF F DDFFFFFFNNCCEE

 AND CROSS CLAIM AND CROSS CLAIM

IN THE SUPREME COURT OF NEW SOUTH WALESIN THE SUPREME COURT OF NEW SOUTH WALES

SYDNEY REGISTRYSYDNEY REGISTRY

COMMERCIAL DIVISION.COMMERCIAL DIVISION.

No. No. of of 1992,1992,

COMMONWEALTHCOMMONWEALTH B B AN ANKIKING NG COCORRPOPORRATATIOIO N N 444 4 MaMarrkeke t t StSt rere etet ,,
SYDNEY NSW 2000.SYDNEY NSW 2000.

PlaintiffPlaintiff

(You(Your r name name in in fulful l) l) YouYour r addaddresress.s.

DefendantDefendant

CROSS CLAIMCROSS CLAIM

COMMONWEALTHCOMMONWEALTH B B AN ANKIKING NG COCORRPOPORRATATIOIO N N 444 4 MaMarrkeke t t StSt rere etet ,,
SYDNEY NSW 2000.SYDNEY NSW 2000.

Cross DefendantCross Defendant

(You(Your r name name in in fulful l) l) YouYour r addaddresress.s.
Cross ClaimantCross Claimant

1. 1. The Defendant makes no admissions The Defendant makes no admissions in reply to the Amended Statemin reply to the Amended Statement of Claim.ent of Claim.

2. 2. The Defendant denies The Defendant denies paragraphs 8 and 9 on paragraphs 8 and 9 on the Amended Statement the Amended Statement of Claim.of Claim.

3. 3. The alleged debt was created by the Plaintiff as a book-entry credit out of thin air (or The alleged debt was created by the Plaintiff as a book-entry credit out of thin air (or less) and thusless) and thus

the Plaintiff has no rights whatever to claim payments in cash currency in return for book-entry credit.the Plaintiff has no rights whatever to claim payments in cash currency in return for book-entry credit.

(You then continue on as per the draft Federal Court Writ as far as content is concerned)(You then continue on as per the draft Federal Court Writ as far as content is concerned)
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CROSS CLAIMCROSS CLAIM

The Cross Claimant claims against the Cross Defendant THAT,The Cross Claimant claims against the Cross Defendant THAT,

1. The Cross Defendant entered into a criminal conspiracy to defraud the Cross Claimant of their1. The Cross Defendant entered into a criminal conspiracy to defraud the Cross Claimant of their
property, their matrimonial home, their assets and their livelihood.property, their matrimonial home, their assets and their livelihood.

(You then go on to list briefly the very things contained in the draft Federal Court Writ)(You then go on to list briefly the very things contained in the draft Federal Court Writ)

 AFFIDA AFFIDAVITVIT

I, FREDDY SPENCER SMITHERS, of 28Z Pitt Street, Sydney, in theI, FREDDY SPENCER SMITHERS, of 28Z Pitt Street, Sydney, in the

State of New South Wales, make oath and say as follows :-State of New South Wales, make oath and say as follows :-

1. 1. I I am am the the Defendant Defendant and and Cross Cross Claimant Claimant hereinbefore hereinbefore named.named.

2. 2. The Amended The Amended Defence and Defence and Cross Cross Claim set Claim set out above out above is true is true in substance in substance and fact. and fact. SWORN bySWORN by

the the Deponent Deponent ))

at )at )

on )on )

Before me :-Before me :-

……………………………………….……………………………………….

 A Justice of the Peace. A Justice of the Peace.

PLEASE NOTE CAREFULLYPLEASE NOTE CAREFULLY

7. 7. You must NOT You must NOT blindly copy the draft blindly copy the draft document(s)document(s)

2. You must go to the court in which you are being sued and ensure that your own actual (real) Defence2. You must go to the court in which you are being sued and ensure that your own actual (real) Defence
and Cross Claim or Amended Defence and Cross Claim is both formatted (laid out) and typed in a formand Cross Claim or Amended Defence and Cross Claim is both formatted (laid out) and typed in a form
acceptable to that court.acceptable to that court.

7. 7. You must delete anything from my draft You must delete anything from my draft which is untrue and/or irrelevant to ywhich is untrue and/or irrelevant to your particularour particular
circumstances.circumstances.

4. 4. You then You then need toneed to addadd details pertinent to your own situation which are (obviously) not in my draft.details pertinent to your own situation which are (obviously) not in my draft.

7. 7. If you already have a If you already have a Defence lodged with a court then you Defence lodged with a court then you are entitled to lodge an Amendedare entitled to lodge an Amended
Defence.Defence.

7. 7. If you have been sued by If you have been sued by 'your' bank but have yet to 'your' bank but have yet to lodge a defence then the document (obviously)lodge a defence then the document (obviously)
is your Defence.is your Defence.
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7. In any case make sure that you also make a Cross Claim which means that you are counter-suing
'your' bank.

CAUTION

You should obtain professional legal advice in your own best interests. If legal aid is not available for
you and if you can't afford lawyers fees then this information may be used only at your own discretion
and at your own risk. The author will not accept any liability in whatever you decide to do or not to do.

WHICH COURT?

If you are already being sued by 'your bank then (obviously) you will be defending in the court in which
they started the action. 159

You would be well advised, however, to take the initiative and sue 'your' bank regardless of what they
are doing to you.

I am, in the following pages, dealing with the latter, i.e., you suing 'your' bank.

Please bear in mind that even defending yourself, you must face the fact that if you get done in court
then you may well find yourself facing the enemy's costs which, of course, will be substantial.

Nor do I recommend in any way that anyone go around suing anyone.

The very last thing you need is to be bogged down in the rotten court system.

There are far more important things in life.

Nevertheless, if you really are at risk of losing your farm and home (or small business) then you may
have little choice in the matter.

Whatever you do don't just sit on your tail and allow them to kick you off your farm or business property.

Fight them.

Some professional lawyers recommend commencing action in the Federal Court because :

(a) the judges are supposed to be better (whatever that means).

(b) you may get on quicker than in a State Supreme Court.

But it may be that what you really need is to allow the matter to bog down for as long as possible.

Time is your ally.

The enemy always go for a quick kill, serve the rotten documents of death on you and then get the
heavies to drag you off your farm or business as soon as possible.

159. There is nothing to stop you starting a cross action, i e., you sue 'your bank either in the same court in which they have
sued you and you sue thern in a court of your choice. You can then 'cross vest' the case into the court in which you are suing
thern. The tail starts to wag the dog.
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It may be in your best interests to have as much time as possible to prepare yourself for your court
appearance, and to allow for the full impact of the details of your action to sink in on 'your' bank - only if
they see it as a bad business for them will they settle with you to avoid the courtroom drama and
publicity.

On the other hand it may be better to get into a court like the Federal Court and kick the tripe out of 'your'
bank and be done with it. If you feel you don't need time and if you really believe your case is good
then go for it in a court which will hear you soonest.

Make some telephone calls and find out the time delay for the various courts in your part of the land.

You have to make up your own mind on this.

The following draft is for commencing action against 'your' bank.

It is intended for the Federal Court of Australia.

It is at time of writing only three or four months to get such a case on for trial in that court but ask the
office of the court in whichever State or Territory in which you live.

SPECIAL NOTES :

1. The Federal Court of Australia requires double spacing between lines and between paragraphs. The
real live example which follows is only single spaced to fit into this Manual, except for the first page
which is an example only.

You must speak with the court, whichever it is, in which you are going to sue 'your' bank and make sure
that you know how they want it typed up.

That court usually requires two copies of your Statement of Claim (Writ) for themselves plus one each
for the people you are suing but ask them yourself to make sure.

Do not blindly follow the draft.

2. At time of writing the cost (or fee) for lodging a Writ (Statement of Claim) is $300.00 but speak with
the court office itself and make sure you know exactly what costs are involved as well as their paperwork
requirements.

3. Also ask them what is the cost, if any, for lodging an Amended Statement of Claim because there
is more and more hard data and information coming forward all the time about the banks which you may
wish to add to your existing Statement of Claim to further strengthen your hand, i.e., replace your
original document with a better and more up to date version.

4. Writs (Statements of Claim) and Defences (and Amended Defences) are usually required to have
a 'cover sheet' which is nothing more than a piece of paper which states your name and the
Defendant(s) and the listed matter details, i.e., a summary sheet, except the Federal Court of Australia.

 Ask the court office in which you are going to lodge your documents exactly what they require. They
will give you a copy of the document which you can complete, photocopy and then attach to the front
of your own documents if required.

5. You must expect some resistance both to you acting for yourself and the subject matter involving
the banks. The Great Secret isn't something 'they' want out in the open at all. The point being that you
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have to expect at least some opposition, obstruction and plain misleading information. Registrars in
court administrations are, after all, lawyers.

For that reason you should first ascertain (find out) exactly what the paperwork is required to be for the
court in which you are going to fight before you disclose the nature of the matter.

Keep your intentions secret. Don't give any advance information to the enemy until and unless it is in
your own best interests.

Clearly you would be far better to have a qualified lawyer prepare your documents for you and it may be
in your best interests to find one who will do only what you want him/her to do while you still defend
yourself.

The following, although a real live Writ is, nevertheless, only a draft as far as you are concerned. Do
NOT blindly follow it, it is for your guidance only.

You should buy and refer to the Federal Court Act and Rules for your information. 160

There are two documents, i.e., the (1) Application (2) Statement of Claim.

6. It is absolutely essential that you carefully follow the format required by the court for your documents;
to know what the required format is requires you to talk to the court office yourself or, if you prefer, go to
that office with a draft copy of your Writ (leaving off the identity of 'your' bank) and ask that office what, if
anything, is wrong with your document.

You can then make the changes which that office requires (and only then add the identity of 'your' bank)
before formally submitting the document for stamping by the court office.

7. Because it may take some months before you get a trial, you need to ask a judge for a Restraining
Order on 'your' bank to stop them evicting you while you are waiting to have the matter heard. Most
 judges will see you with a few days notice if you plead urgency. Do so.

Tell the judge that you greatly fear (with good cause) that the bank will move in on you before the matter
can be heard, that your matrimonial home is involved, that you will have nowhere to live for your one
legged wife, your fourteen starving kids and your blind grand-mother.

Then tell the judge that you will give an undertaking that,

(a) the property will not be harmed

(b) the income earning potential will not be harmed

(c) you will "report on the monies at the trial" 161 in return for a restraining order on the bank.

If the judge agrees then keep in mind that you are agreeing to a court order which must be obeyed.

That will keep the bank locked up until the trial decision. Once you get the Court Order go serve it on
'your' bank.

If 'your' bank is represented in court (which they inevitably will be) then you don't have to serve any
document on them since it is made effective personally by the judge.

160. Australian Government Publishing Service bookshops
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3. That the Respondents loaned book-entry credit created at no cost whatever to the First
Respondent and fraudulently passed that cost-free book-entry credit off to the Applicant as legal
tender whereas in truth and in fact the Applicant himself provided his own legal tender by virtue of
the (insert amount you have paid 'your'bank) in cash monies he paid to the Respondents and the
Respondents' illegal transaction alone is cause for the alleged loan documents to be struck out.

4. Further and in the alternative, if the Court finds that the Respondents are somehow entitled to
create cost-free book-entry credit and that book-entry credit so created is valid in law and in fact
then the Applicant claims the same right.

5. That the alleged mortgage documents were not properly executed and are unenforceable and
should be struck out.

6.  A declaration that no monies were due and payable by the Applicant to the First Respondent on
(insert date of first alleged mortgage contract) or at any time thereafter.

7.  An injunction both interim and permanent restraining the First Respondent from exercising the
powers conferred upon it by the said alleged mortgage.

8. Damages.

9. Interest including compound interest.

10. Costs. I shall be represented by counsel at the trial.

11. Such further and other orders as to the Court may seem appropriate.

TO THE RESPONDENTS
(Put them here) (Address)

 A directions hearing on this application will be heard by the court at the time and place specified
below. If there is no attendance before the Court by your counsel or solicitor, the application may be
dealt with and judgement may be given or an order made in your absence.
Before any attendance at that time you must file an appearance in the Registry.

Time: (Date & time written in by Registry)

Place: The address of the court.

DATED ; (insert the date)

Registrar

 YOUR FULL NAME
 Your address for service
 Applicant.
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IN THE FEDERAL COURT OF AUSTRALIA

VICTORIAN DISTRICT REGISTRY

GENERAL DIVISION

No. of 1992

YOUR FULL NAME

 Applicant

- and -

COMMONWEALTH BANK OF AUSTRALIA

First Respondent

BLOODNUT ONE

Second Respondent

BLOODNUT TWO

Third Respondent

BLOODNUT THREE

Fourth Respondent

BLOODNUT FOUR

Fifth Respondent

STATEMENT OF CLAIM

1. The applicant is and has at all material times been the registered owner of (insert land details
in full).

YOUR FULL NAME

Your address for service which must be within 10 km of the court.

2. The First Respondent is and has at all material times been a duly incorporated corporation
carrying on trade and commerce by way of banking within the meaning of section 5 of the Banking
 Act 1959.

3. On (insert date) the First Respondent approved the Applicant a mortgage loan of $440,000
(or whatever).

4. The said facility was secured by mortgage loan numbers (insert the numbers or proper identities
as applicable)

5. The alleged debt was created by the First Respondent as a book-entry credit at no cost to the First
Respondent and thus the First Respondent has no right whatever to claim payments in cash
currency of the Commonwealth of Australia in return for book-entry credit created out of thin
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PARTICULARS

(a) The First Respondent habitually and frequently creates book-entry credit (called deposit creation in the
U.S.A.) based entirely on a multiplying factor solely at the First Respondent's discretion, and that multiplying
factor is adjusted from time to time to suit the secret activities of the First Respondent.

(b) This multiplying factor is at least fifteen (15).

(c) The First Respondent habitually and with malice aforethought adds up the total of cash Australian
Commonwealth currency held in its hands on any given day and to that minority figure it adds the total for that
day of all its own created paper based on its nominal face value, and to that sub-total the First Respondent also
adds any and all other essentially valueless paper such as cheques passing through the First Respondent's
hands on that day to arrive at a total which is euphemistically called the 'assets' of the First Respondent.

(d) That artificially created total of which a minimum of ninety-six percent (96%) is totally without real value
and unbacked by real wealth is then unilaterally multiplied by the First Respondent by a figure of at least
fifteen (15).

(e) That final fictional figure gives a grand total which is what the First Respondent illegally, immorally and
improperly nominates publicly as its 'assets' and /or its 'capital'.

(f) For every one dollar ($1.00) held by the First Respondent in cash currency of the Commonwealth of
 Australia, the First Respondent unilaterally and untruthfully states without any basis in fact that it actually holds
something like one thousand fifteen hundred dollars ($1,500.00) in cash currency of the Commonwealth of
 Australia.

(g) The First Respondent is loaning not cash currency of the Commonwealth of Australia but book-entry credit
created out of nothing and at no cost to the First Respondent but for which the First Respondent is illegally
immorally and improperly demanding that the Applicant pay the First Respondent cash currency of the
Commonwealth of Australia plus extortionate interest and charges.

(h)  As from the 1/1/92 the First Respondent by mutual agreement between the bankers worldwide and
subject to no other parliamentary, legislative, judicial or administrative approval, is obligated (to the worldwide
banking fraternity) to hold only four percent (4%) of its nominal so called 'asset' and /or 'capital' as
delineated above in cash currency of the Commonwealth of Australia.

(i) On the basis of 5.(b) above the First Respondent is constrained only to the extent that the First
Respondent has to keep available sixty dollars ($60.00) in cash currency of the Commonwealth of
 Australia for every one thousand fifteen hundred dollars ($1,500.00) claimed by the First Respondent as
being the First Respondent's 'assets' and/or 'capital'.

This means that the First Respondent can and does create book-entry credit entirely at its own
discretion and without limit subject only to the self-imposed requirement to hold four percent (4%) of the
First Respondent's so called 'asset' and/or 'capital' in cash currency of the Commonwealth of Australia
or paper in lieu thereof.

(j) It follows inexorably that ninety-six percent (96%) of the First Respondent's so called 'asset' or
'capital' strength is fictional, being nothing more than that figure unilaterally decided upon by the First
Respondent for its own secret purposes and illegal gain.

PROFESSIONAL DOCUMENTS PROVING THAT BOOK-ENTRY CREDIT IS CREATED OUT OF NOTHING
BY BANKS INCLUDING THAT OF THE FIRST RESPONDENT.
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(I) "Government financial policies have largely been made by people whose background is the banking and
financial fraternity, whose thinking they reflect."

That same government publication then explains that the banks both loosen and tighten credit by
creating book-entry credit and cancelling it as they themselves see fit.

"The reserves are provided and new money is created by the banks and injected into the economy."

It then goes on to discuss this creation and cancellation of book-entry credit and concludes : " Yet if some
enemies of the market economy wished to install an agent in the central bank to subvert the system, he
could not equip him with a more destructive set of instructions. For our banker is making systematic use of
the money-creating power to accentuate economic fluctuations."

"He (the banker) in effect uses the money-creating power to enforce some personal prejudice as to the
"proper" level of interest rates and the "proper" kind of loans to make."

"But bankers have characteristically been unsympathetic to monetary theory. They resist the idea that they
are the creators of the nations' money stock, rather than simply lenders, no different from other lenders.
Perhaps this is true partially because his lending function is more immediately apparent to the individual
banker than his money-creating function, and partially because bankers unconsciously recoil from the
implications for government control over them of the fact that they play a unique role in being the money
creators of the economy."

Professor J.M. Culbertson, formerly a member of the Research Division of the U.S. Federal
Reserve Board, and at the time of his writing, Professor of Economics and Commerce at the
University of Wisconsin, 'Banking and Monetary Studies',  Comptrol ler of the Curr ency,
Washington, 1963, pp.162-166

The Court could not have a more definitive official government statement, issued with all the status and
authority of the President of the United States of America, on the subject of book-entry credit creation (deposit
creation) by banks including the First Respondent.

(m) "Banks create credit. It is a mistake to suppose that bank credit is created to any extent by the
payment of money into the banks. A loan made by a bank is a clear addition to the amount of money in
the community."

'Encyclopaedia Britannia'

(n) "Bank credit is a peculiar feature of a highly organised market economy. A commercial bank can
also create credit, and hence money. When a commercial bank lends money, it sets up a checking
account in the name of the borrower for the amount of the loan, thereby substituting its own credit for that
of the borrower."

'Encyclopaedia American', Grober, USA, 1989, p.166.

(o) "In this case money is created through bank credit."

Joseph Marlin, 'Management of the Australian Economy', University of Queensland Press, 1979,
pp.32-33.

(p) "A bank can create credit for use by its customers by issuing additional notes or by making new loans
which in their turn become new deposits. The amount of the credit it extends may considerably exceed the
sums available to it in cash."

'Encyclopaedia Britannica', 'Banks and Banking', pp.600-601.

(q) "HOW BANKS CREATE MONEY : Commercial banks differ from other financial institutions in two ways
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have him or her sign a loan agreement that gives the loan and indicates that he or she now owes the bank a
stated sum. The bank then adds the sum borrowed to that person's bank account. All that the bank has done
is state that the person has more money in the bank."

'The Macmillan Family Encyclopaedia', Macmillan London Ltd., 'Banking', 1980.

(r) "Paterson (the founder) offered a solution (for the shortage of money) : A banking company would be
organised with the capital of 1.2 million English pounds. The whole sum would be lent to William of Orange
and the government's promise to repay would be the security for a note issue of the same amount...the notes
would go out as a loan to worthy private borrowers. Interest would be earned on those notes and on the loans
to the government. Again, the wonder of banking. In 1694, it was agreed and the Bank of England was born."

Professor John Kenneth Galbraith, 'Money', pp.31-32.

(s) "Just as perplexing is why the bank of England and other authorities took so long to intervene.
Britain's main financial regulator waited for more than a year after seeing a Price Waterhouse audit that raised
serious doubts about BCCI's viability before seizing its 25 branches in Britain. One explanation : the Bank of
England was conducting negotiations with Abu Dhabi authorities, apparently hoping that BCCI's current
owner, Sheik Zayed bin Sultan al Nahayan, would shore up the bank. But suspicious expers raise questions
about BCCI's links to Western intelligence agencies. Leaders in Parliament have expressed outrage at the
regulatory failure, which among other things, has endangered deposits from as many as 45 municipalities and
four utilities." 'Time' Magazine July 29, 1991, pp.24-29.

On Wednesday 18/12/91 the liquidators of the Bank of Credit and Commerce (BCCI) agreed to plead guilty to
fraud, racketeering and drug money laundering, to pay a $13 million fine and turn over all of the bank's
U.S. assets ($US500 million) to the U.S.Government. The bank had illegally obtained control of the
First American Bank in Washington, the Independence Bank of California and the National Bank of
Georgia. The bank had previously been charged with helping the Medilin drug cartel of Colombia to launder
money and to avoid U.S. taxes.

(t) 'The few who can understand the system (cheque, money and credits) will either be so interested in
its profits, or so dependant upon its favours, that there will be no opposition from that class. While on the
other hand, the great body of the people mentally incapable of comprehending the tremendous advantage
that capital derived from the system, will bear its burdens without complaint, and perhaps without even
suspecting that the system is inimical to their interests."

Rothschild Brothers of London.

(u) "Under the Federal Reserve Act, panics are scientifically created; the present panic (1920) is the first
scientifically created one, worked out as we figure out a mathematical problem." Hon.Charles
&Lindbergh, Snr.

(v) 'The youth who can solve the money question, will do more for the world than all the professional
soldiers of history."

Henry Ford Snr.

(w) "My agency, in promoting the passage of the National Bank Act, was the greatest mistake in my
life. It has built up a monopoly which affects every interest in the country. It should be repealed, but
before that can be accomplished, the people should be arrayed on one side, and the banks on the other, in a
contest such as we have never seen before in this country."
Salmon P.Chase, Chase Manhattan Bank family.

(x) "The Federal Reserve (privately owned banks) are one of the most corrupt institutions the world has seen."

Senator Louis T.McFadden, for 22 years the Chairman of the US Banking and Currency Commission.
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(y) The Manual 'HOW TO SCREW YOUR BANK' which has been publicly endorsed by the Chairman of the
 Australian Borrowers Association and leading lawyers is appended as containing additional factual
information in support of this Statement of Claim.

6. The alleged mortgage contract between the Applicant and the First Respondent specifically fails to state that
the First Respondent is engaged in a barter contract which comprises book- entry credit created at no cost
to the First Respondent in exchange for cash currency of the Commonwealth of Australia from the Applicant.

The First Respondent's alleged contract is therefore false and misleading and has been deliberately made so
by the First Respondent's officers and employees for the purpose of taking unfair advantage of the Applicant.

The First Respondent has as a consequence denied the Applicant his proper rights in natural justice.

The Applicant cites the following Law in support :-

• Contracts Review Act (harsh and unconscionable), Section 4.

• Trade Practices Act 1974, Sections 52, 52A and 53.

• Industrial Arbitration Act 1940, Section 88F.

7. Further and in the alternative :-

If the Court finds that the First Respondent and the banks per se are somehow entitled to create book-entry
credit and that book-entry credit so created is valid in law and in fact then the Applicant claims the same
right.

PARTICULARS

(a) Displayed in the fabulous foyer of our Parliament House in Canberra is a certified copy of the 'Magna
Carta'.

(b) That document is the very basis of the powers, rights and obligations of the Crown devolved upon the
common or so called ordinary men and women of the Commonwealth of Australia.

(c) It is also the very foundation upon which the Federal Parliament and by definition the Federal Court stands
and functions.

(d) The 'Magna Carta' confers on the Applicant equal rights in law and justice in relation to 0) the
 Appl icant's matrimonial home which is guaranteed by 'Magna Carta' to be inviolate and sacrosanct from
any and all action which may be taken by the First Respondent (ii) the Applicant's livelihood which is similarly
protected (iii) the cost-free creation of book-entry credit by the First Respondent such that if it is legally
valid for the First Respondent to so create cost-free book-entry credit then exactly and precisely the same
privilege must be extended to the Applicant.

For the Court to rule otherwise is for the Court itself to rule against 'Magna Carta' and in so doing the Court
would be invalidating itself by denying the Constitution of the Commonwealth of Australia upon which the
Court relies for its powers and authority.

 Attached and marked 'A' is the Applicant's own Book-Entry Certif icate which if the Court finds that the First
Respondent can legally create book-entry credit shall be completed by the Applicant in Court and which, in
accordance with the Applicant's rights under the 'Magna Carta' and the Constitution of the
Commonwealth of Austr alia, fully •satisfies the First Respondent's alleged contract without prejudice
to the further rights and claims of the Applicant in this Statement of Claim.



BRENTLY ENGINEERING PTY. LTD.
FIRST FLOOR.
1 JOHNSTON LANE
LANE COVE WEST NSW 2066
FAX: (61) (2)427 0477

P.O. BOX 79
HUNTERS HILL NSW 2110
AUSTRALIA

PHONE: (61) (2) 427 1177

Our Ref : 13946 15 February 1991

Hon. John Howard, M.P.,
Parliament House,
Canberra 2600.

Dear Sir,
18 February 1991

Our Ref : 13946
'F1'

Dear Sir,

re: FRACTIONAL RESERVE BANKING

 As a senior Spokesman for the Coalition, could you please advise the Coalition's policy when next in Government, on
the present system whereby the banks can create "money" out of thin air by way of the fractional reserve banking
system?

Most first year Economics or Finance text books have a chapter on this — usually under the title 'deposit creation" or
"deposit expansion" or 'credit creation".

My specific questions are :

I. "Does the Coali tion support the system where the banks can create money (credit) out of thin air?

2. Will the coali tion pass laws to forbid t his system which is very clea rly a fraudulent one?

3. Does the Coalition recognise that the primary cause of the current recession was the huge credit creation binge that
followed de—regulation? This increased the money supply so massively it created a false boom.

4. Does the Coalition recognise that increases in the money supply causes inflation (and a false boom) and that inflation
erodes the value of peoples savings and encourages people to spend instead of save, and that inflation is stealing
the wealth of all Australians?

I look forward to your specific reply, i.e. yes or no.

Best wishes

 Yours faithfully,

THIS LETTER TO :
DAVID CONNOLLY
JOHN HOWARD
HARRY EDWARDS
DAVID KEMP

JIM CARLTON
 ALASDAIR WEBSTER
D A V I D  M U
IAN McLACHLAN
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P A R L I A M E N T  O F  A U S T R A L I A

H O U S E  O F  R E P R E S E N T A T I V E S

 JOHN HOWARD, M.P.
MEMBER FOR BENNELONG
SHADOW MINISTER FOR INDUSTRIAL

RELATIONS. EMPLOYMENT &. TRAINING

22 Mar ch 1991

Mr Don Dai sl ey
Br ent l y Engi neer i ng Pt y Lt d
PO Box 79
HUNTERS HI LL NSW 2110

Dear Mr Dai sl ey

 Thank you f or your l et t er of 18 Febr uar y, about f r ac t i onal r eser ve
banki ng. I apol ogi se f or not r epl yi ng ear l i er .

 The answers t o your quest i ons ar e: yes, no ( and i t i s not " f r audul ent " ) ;
yes ( but t he bi nge, not der egul at i on, was t he cause) ; yes.

 Yours si ncer el y
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UNENFORCEABLE MORTGAGES

1. Carefully read your mortgage.

2. If you haven't got a copy get one from your State Land Titles (Deeds) Office.

3. Did 'your' bank register it? If not ask the judge to strike it out.

4. Was there an Independent witness present when you signed it? (See the following pages) If not
then it is probably unenforceable.

IF YOUR MORTGAGE WAS NOT PROPERLY WITNESSED
OR NOT PROPERLY SIGNED OR NOT REGISTERED

THEN ASK A JUDGE TO KILL IT.





In filling out this form (or -dealing") you may write or type. You may also use a word processor provided you print the
completed dealing on a laser printer or a letter quality dot matrix printer. In any case, We result must he clear, legible and in
permanent. dense, black or dark blue non-copying ink.

2. Do not make alterations by erasure or the use of correction fluid: rule through any rejected material. Initial all alterations
in the lefthand margin.

3. If We space provided at any point is insufficient, you may annex additional sheets. These must be of the same size and
quality of paper as the dealing. The front of each sheet must have a margin of 15mm on the. left and 10mm on the other
sides: on the reverse the margin should be 10mm on alt sides. Any annexure must contain a heading which identifies it as
such and specifies the parties to the dealing and the date of execution_ On any additional sheets you must also identify all
the material shown, for example by means of headings such as "The Mortgagors", "The Land Mortgaged" and so on. All
pages containing such material must be signed by the parties and many attesting witness.

4. The following instructions relate to the marginal letters on the dealing form.

(A) LAND MORTGAGED

Show the number of the Certificate of Title: for the land to be Mortgaged. This is your "Reference to Tide." and can be found
at the top righthand corner of the Certificate of T itle, for example, "1/723456" or "Volume 12345 Folio 111".

If the Mortgage relates to only part of the land referred to in yaw Certificate of Title, specify the.part, for example, "Volume
6543 Folio 210, part being Lot 1 in DP 123456 or "11/765432, part being the land formerly comprised in 1/723456".

If you have more than twenty References to Title show none in this panel. Instead, show the Fords "Set Annexure" and
place ALL the references on additional sheets (see 3 above) such that each sheet contains exactly twenty references, for
the last which Fill contain twenty or less.

(B) MORTGAGE LODGED BY

This section is to be completed by the person or firm lodging the dealing at the Land Titles Office.

LTO Box I f  you are the holder of  a Land Ti des Off ice Del ivery Box,  show the num ber here;  i f  not ,
leave this panel blank

Name,  Add ress  o r  DX and  Te lephone  Show you r  name,  fu l l  add ress  and  day t im e  te lephone
number .

Re fe rence  (max .  i s  cha rac te rs )  Th i s  i s  op t i ona l  and  shou ld  no t  be  con fused  w i th  the  Re fe rence
to Title (see 4(A) above). If you or your firm have your own reference for the mattes to which the dealing relate-s, you
may show it.  here; othe rwis e, l eave this spac e bl ank. Any b lank spac es, slas hes, dots , et c in clud ed i n
your reference will he counted as characters. NOTE: your invoice will show only the number assigned to the
dealing by the Land Titles Office, the dealing ty pe , th e fe e, We fi rs t Re fe re nc e to Ti tl e sh ow n on th e
dea l ing  and any re ference o f  your  own which  you prov ide.  There fore ,  i f  you lodge a  number  o f
s imi la r  dea l ings re la t ing  to  d i f fe rent  mat ters ,  you may f ind  i t  usefu l  to  prov ide re ferences to
d is t ingu ish  the  var ious  mat ters

(C) MORTGAGOR

Show the full name of the Mortgagor. Address and occupation need not be shown.

(D) Specify the relevant annexure and /or Memorandum. If necessary, delete whichever does not apply.

(E)ENCUMBRANCES

Show the dealing number only of any lease, mortgage, charge or writ to which this mortgage is subject.
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(F) MORTGAGEE

Show the full name of the Mortgagee. Address and occupation need not be shown.

(G) TENANCY

If there is more than one Mortgagee, delete either "joint tenants" or "tenants in common", whichever does not apply.
If the Mortgagees are to be tenants in common, you must specify the shares they are to hold.

(H) EXECUTION

General The dealing must be executed by or on behalf of all the parties to the mortgage.

By a Party Personally The dealing must be executed in the presence of an adult witness who is not a party to the
dealing and who knows the party executing personally The witness should complete the appropriate section of the
dealing.

By an Attorney The attorney must state her/his full name.
The Power of Attorney under which the dealing has been executed must be registered in the General Register of Deeds
at the Land Titles Office, and the registration number must be quoted when executing the circling.
The execution would normally take the form, "AB by her attorney XY pursuant to Power of Attorney Book 1234
Number 567".

By a Receiver or Delegate Use the form of execution given above ("By an Attorney") suitably modified.

Under Authority If executing the dealing under a statutory, judicial, or other authority, except those specified above
(Attorney, Receiver or Delegate) ,the form of execution most disclose the nature of that authority.

By a Corporation under Seal Execution by a corporation under seal should include a statement to the effect that the
seal has been properly affixed, for example "... pur suant to a resolution of the board of directors ._". AU those attesting
the affixing of the seal must state their position in the corporation, for example, director or secretary.

By a Solicit or on behalf of the Mortgagee The solicitor must state that the dealing has been thus executed and must
print or type her/his full name. The signature need not be witnessed.

The completed dealing must be presented to the Office of Stets Revenue, STAMP DUTIES DIVISION, for
assessment or marking then lodged by hand at the LAND TITLES OFFICE, Queen's Square, Sydney (entrance
opposite the northern end of Hyde Park near the Hyde Park Barracks) and must be accompanied by all relevant
Certificates of Title (see 4 (A) above),

If you have any questions about filling out the form, please call 228-6666 and ask for our Customer Services Branch.
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( A S  L I S T E D  I N  T H E  D R A F T  W R I T )( A S  L I S T E D  I N  T H E  D R A F T  W R I T )

C O P Y  T H E M  A S  R E Q U I R E D .C O P Y  T H E M  A S  R E Q U I R E D .

MAR K THE M I N A CCORDA NCE W I TH YO URMAR K THE M I N A CCORDA NCE W I TH YO UR

OWNOWN

DRAFT REQUIREMENTSDRAFT REQUIREMENTS
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agencies and other Western
intelligence coups as well, especially in
arms deals. The bank also maintained
cozy relationships with international
terrorists, say investigators who
discovered suspected terrorist
accounts for Libya, Syria and the
Palestine Liberation Organization in
B.C.C.I.'s London offices.
The bank's intelligence connections
and alleged bribery of public officials
around the world point to an
explanation for the most persistent
mystery in the B.C.C.L scandal: why
banking and law-enforcement
authorities allowed the bank to spin out
of control for so long.
In America investigators now say
openly that the U.S. Justice
Department has not only reined in its
own probe of the bank but is also part
of a concerted campaign to derail any
full investigation. Says Robert
Morgenthau, the New York County dis-
trict attorney, who first launched his
investigations into B.C.C.I. two years
ago: "We have had no cooperation
from the Justice Department since we
first asked for records in March 1990.
In fact they are impeding our
investigation, and Justice Department
representatives are asking witnesses
not to cooperate with us."
B.C.C.I. was started in 1972 with the
putative mission of becoming the
Muslim world's first banking
powerhouse. Though it was
incorporated in Luxembourg and
headquartered in London, had more
than 400 branches and subsidiaries
around the world and was nominally
owned by Arab shareholders from the
gulf countries, B.C.C.I. was always a
Pakistani bank. with its heart in
Karachi. Agha Hasan Abedi, the bank's
founder and leader until his ouster last
year, is a Pakistani. as are most of the
bank's former middle managers. And it
was in Pakistan that the bank's most

spawned.
The Soviet invasion of Afghanistan in
1979 and the resulting strategic impor-
tance of neighboring Pakistan
accelerated
the growth of B.C.C.I.'s geopolitical
power
and its unbridled use of the black
network.
Because the U.S. wanted to supply the
mu-
 jahedin rebels in Afghanistan with
Stinger missiles and other military
hardware, it needed the full cooperation
of Pakistan. By the mid-1980s, the
CIA'S Islamabad operation was one of
the largest U.S. intelligence stations in
the world. "If B.C.C.I. is such an
embarrassment to the U.S. that
forthright investigations are not being
pursued, it has a lot to do with the blind
eye the U.S. turned to the heroin
trafficking in Pakistan," says a U.S.
intelligence officer.
The black network was a natural out-
growth of B.C.C.I.'s dubious and
criminal associations. The bank was in
a unique position to operate an
intelligence-gathering unit because it
dealt with such figures as Noriega,
Saddam, Marcos, Peruvian Presi-
dent Alan Garcia, Daniel Ortega, contra
leader Adolfo Calero and arms dealers
like Adnan Khashoggi. Its original
purpose was to pay bribes, intimidate
authorities and quash investigations.
But according to a former operative,
sometime in the early 1980s the black
network began running its own drugs,
weapons and currency deals.
"I was recruited by the black network in
the early 1980s," says an Arab-born
employee who has ties to a ruling
family in the Middle East and has told
U.S. authorities of his role in running
one of the black units. "The y  came to
me while I was in school in the U.S.;
they spoke my language, knew all of
my friends and gave me money. They

and political power, but at first they
never

said exactly what the organization did."
This operative—call him Mustafa—un-
derwent a year of training that began
with education in psychology and the
principles of leadership and proceeded
into spycraft, with lessons in electronic
surveillance, breaking and entering,
and interrogation techniques_ "Then
the nature of our advisers changed,"
says Mustafa. "The pleasantness was
gone, and we moved to Pakistan,
where we trained with firearms."
Mustafa's first operational assignment
took him to London. "They gave us
passports and identification, and we
moved a shipment of [unidentified]
goods. In England they had more I.D.
waiting for us, because customs and
immigration are strict, but when we
moved many places, into India or China
or Latin America, matters were taken
care of, and we just slipped through
borders. We would be met. It was
always all arranged."
 A typical operation took place in April
1989, when a container ship from
Colombia docked during the night at
Karachi, Pakistan. Black-unit
operatives met the ship after paying S
100,000 in bribes to Pakistani customs
officials. The band unloaded-large
wooden crates from several containers.
"They were so heavy we had to use a
crane rather than a forklift," says a
participant. The crates were trucked to
a "secure airport" and loaded aboard
an unmarked 707 jet, where an

 American, believed by the black-unit
members to be a CIA agent, su-
pervised the frantic activity.
The plane then departed for
Czechoslovakia, taking the place of a
scheduled Pakistan International

 Airlines commercial flight that was
aborted at the last minute by
prearrangement. The 707's radar
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der was altered to beep out the code of a commercial airliner, which enabled the plane to overfly several countries without
arousing suspicion. "From Czechoslovakia the 7117 flew to the U.S.." said the informant, insisting their none of the black-
unit workers had any knowledge of what was in the heavy wooden cases. “It could have been gold. It could have been
drugs. It could have been guns. We dealt in those commodities.” Mustafa told US authorities.
Other informants with details about the black network have come forward as the banking disaster has unfolded. “B.B.B.I.
was a full service bank” says an international arms dealer who frequently worked with the clandestine bank units.” They not
only financed arms deals that one government or another wanted to keep secret, they shipped the goods in their own ships,
insured them with their own agency and provided manpower and security. They worked with intelligence agencies from all
the Western countries and did a lot of business with East countries”
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 AUSTRALIAN SENATE
CANBERRA A.C.T.

SENATOR PAUL McLEAN
Aust r al i an Democr at s – New South Wal es

9 1 / 3 6 5
CANBERRA

14 August 1991

McLEAN QUESTIONS AUSTRALIAN BANK

INVOLVEMENT  WITH  D ISCREDITED  BCCI  BANK

AND SADDAM HUSSEIN'S WEAPONS DEVELOPMENT

PROGRAM

Last mont h Democr at Senat or Paul McLean met . wi t h Congr ess man
Henr y Gonzal es, t he power f ul and- r espect ed Chai r man of t he House
St andi ng Commi t t ee on Banki ng who st r ongl y advi sed hi m t o
i nvest i gat e possi bl e Aust r al i an banki ng i nvol vement i n t wo scams
i nvol vi ng t he BCCI Bank and Saddam Hussei n.

"I asked a ser i es of quest i ons of t he Tr easur er t oday, t o el i ci t
i nf or mat i on concer ni ng t he al l eged i nvol vement of .  Aust r al i an
banks wi t h t he di scr edi t ed BCC/ bank, " Senat or McLean sai d.

" A r ecent compr ehensi ve CNN Repor t on Amer i can t el evi si on
concer ned cor r upt pr act i ces i n Amer i can banki ng and al l eged that
vi r t ual l y ever y maj or bank i n t he wor l d had channel l ed money
t hr ough t he BNL Bank, At l ant a USA, t o Saddam Hussei n' s weapons
devel opment pr ogr am. 1 asked t he Tr easur er whet her t he Reser ve
Bar k ,  or  any l aw enf or cement  agency had i nvest i gat ed any
al l egat i ons  concer ni ng  i nvol vement  of  Aus t r al i an  banks  i n
condui t i ng f unds t o Huss ei n f or weapons devel opment ' , Senat or
McLean sai d.
" I  al so asked t he Tr easur er t o undertake t o i nvest i gat e whet her
any Aust r al i an bank f el l  i nt o t he cat egor y of  ' vi r t ual l y  ever y
maj or bank i n t he wor l d' .
" I  have  gr ave  f ear s  t hat  t hese  al l ega t i ons  may  pr ove  t o  be
cor r ect and I am wai t i ng wi t h some di squi et f or t he Tr easur er ' s
answer , " Senator McLean concl uded.

MEDIA RELEASE
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123 Donnison Street
(PO Box 822)
 N.S.W 2250
Telephone: (043) 231 914
Facsimile: (043) 246 468

AUSTRALI AN SENATE
CANBERRA A. C. T

SENATOR PAUL McLEAN

Australian Democrats Whp
Senator for New South Wales

Parliament House
Canberra ACT, 2600

Telephone: (062) 77 3450
facsimile: (062) 77 3235

QUESTION WITHOUT NOTICE

Senator Paul McLean to ask the Minister representing the
Treasurer on Wednesday 14 August, 1991:

I preface my Question to the Minister representing the Treasurer by
advising the Senate of a comment made to me three weeks ago in the
United States by Congressman Henry Gonzales, Chairman of the House
standing Committee on Banking, when I met with him to discuss
corruption in banking in Australia. Congressman Gonzales and two of
his senior staff members strongly advised me to
examine possible Australian banking involvement in two scams, I refer
also to a comprehensive CNN Report on American television
concerning corrupt practices in American banking and I ask the
Minister:

1) Has the Reserve Bank or any law enforcement agency
investigated any allegations concerning involvement of
Australian banks in conduiting funds to Saddam Hussein's
weapons development program, and

2) Has any investigation been undertaken concerning alleged
involvement of Australian banks with the Bank of Commerce
and Credit International (BCCI).

PAUL McLEAN
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 AUSTRALIAN SENATE
CANBERRA A.C.T.

SENATOR PAUL McLEAN
Aust r al i an Democr at s – New South Wal es

9 1 / 3 6 6
CANBERRA

15 August 1991

MCLEAN ALLEGES BANKS ARE

PROTECTED BY  THE  VERY  INST ITUT IONS  SET

UP AS THEIR WATCHDOGS!

Senator Paul McLean, Democrat spokesperson on Bank Matters
said today that three factors have combined to leave
Australians with no option but to conclude that
banks have virtually al l authorities eating cut of
their hands. These are:

1. Treasurers and Attorneys-General who have been
reluctant to initiate action on alleged bank
malpractice,

2. a soft Bank Inquiry, and
3. a less than diligent Reserve Bank (clear evidence

being what Westpac was doing right under their
noses).

"If anybody is in doubt, they only need to note that just last week
the Treasurer froze the savings of ordinary Australians in unlisted
Property Trusts to placate the nervouseness of banks, yet he has
taken no action to freeze interest rates to save hundreds of
thousands of Australian farmers and business people, nor taken
steps to initiate debt restructuring legislation along the lines of
the American model," Senator McLean said.

With senior bankers arrogantly calling for us to 'get back to
normal' and to stop 'this senseless bank bashing', Australians
must now wonder what 'normal' is and whether their complaints of
ill-treatment by the banks will ever be taken seriously.

I am calling for a moratorium on interest rates, debt
restructuring legislation and a Royal Commission into banking.
These are the only strategies that will protect Australians
against the flagrant rapacity of our banking system", Senator

MEDIA RELEASE
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14.

2. Avoi d l i t i gat i on at any reasonabl e Cost ;

3. Br i ng borr ower s onshore as qui ckl y as possi bl e;

4. Any concessi ons gi ven t o bor r owers shoul d onl y to be gi ven i n exchange f or
a compl ete rel ease;

5. When par t i cul ar l y dangerous pot ent i al cl ai mant s come onshor e, t r y and
arr ange t hi s on t he basi s of a concessi on and a consequent r el ease. My
concer n i s t hat i f t hese cl ai mant s come onshor e wi t hout a concessi on, t hey
may become bel l i cose once t hei r r educed capi t al and hi gher i nt erest r ates
star t  to  bi t e.

6.  Take al l pr act i cal st ep: t o avoi d PPL' s weaknesses bei ng known out si de
PPL/ West pac boar ds and seni or management .

Pl ease don' t hesi t at e to cont act me i f t her e i s anythi ng I can ampl i f y.

Wi t h best wi shes,

 Yours si ncer el y,

B. P. J ONES

ALLEN
ALLEN
&
HEMSLEY
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ALLEN
&
HEMSLEY

Solicitors & Notaries 2.

MLC Centre
19-29 Martin Place
Sydney
 NSW 2000

Telephone
(02) 229 6765

Our Reference
Your Reference
Writer’s direct number:

BPJ:387512

(02) 229 8938

11th December, 1987

Warwick Kent Esq.,
Chief General Manager,
Corporate & International,

Westpac Banking Corporation,
60 Martin Place,
SYDNEY NSW 2000 ABSOLUTELY PRIVATE & CONFIDENTIAL

Dear War wi ck,

DOES PPL HAVE ANY CRI MI NAL LI ABI LI TY?

WESTPAC’ S CONDUCT OF MANAGED OCLS

I r ef er t o my conf erence wi t h you and ot her s on 26t h November .

 You asked me t o wr i t e t o you about some mat t er s r ai sed i n t hat
conf er ence.

 These mat t er s come i nt o t wo cat egor i es:

1. Two mat t er s r el at i ng t o PPL’ s posi t i on:

• whet her PPL or i t s empl oyees have been gui l t y of cr i mi nal
conduct ; and

• whet her i t woul d be prudent f or PPL to at t empt t o make
r ecompense t o managed bor r owers t o r ef l ect deal swi t chi ng and poi nt
t aki ng.

I deal wi t h t hese quest i ons i n Sect i on A.

2. Four mat t er s r el at i ng t o West pac’ s curr ent f orex t r adi ng
act i vi t i es, and i n par t i cul ar , t hei r handl i ng of managed account s.

I deal wi t h t hese i n Sect i on B.

MEMBER OF THE AUSTRALIAN LEGAL GROUP COMPRISING

 Allen Allen
& Hemsley
SYDNEY

 Arthur Robinson
& Hedderwicks
MELBOURNE

Parker
& Parker
PERTH

Feez
Ruthning
BRISBANE

Finlaysons

 ADELAIDE
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2.

SECTI ON A — DOES PPL HAVE ANY CRI MI NAL LI ABI LI TY?

A. 1 POI NT TAKI NG

 There ar e t wo f eatur es of t he r el at i onshi p bet ween West pac and t he managed
bor r ower s whi ch, i n my vi ew, pr ecl ude cr i mi nal l i abi l i t y.

A. 1. 1 PPL sol d cur r ency t o managed borr owers as pr i nci pal

I t was t he ver y essence of t he cont r act ual r el at i onshi p between PPL and i t s
managed bor r ower s t hat PPL owned t he over seas cur r ency t hat managed
bor r ower s woul d acqui r e f r om i t .

 The essence of al l cr i mi nal of f ences i nvol vi ng di shonest y i s t he acqui si t i on
by A of B' s pr oper t y.

I t  i s  di f f i cul t ,  i n t he sal e s i t uat i on descr i bed,  t o cat egor i se t he sal e of
pr opert y f r om A t o B as cr i mi nal mer el y because:

• t hat sal e t akes pl ace at a pr of i t t o A

• t he bet t er l egal vi ew i s that t her e i s no cont r actual j ust i f i cat i on
f or t aki ng t hat prof i t .

A. 1. 2 PPL' s br oad di scret i on

Under Cl ause 1 of t he Power s of At t orney, PPL was gi ven tot al di scr et i on i n
i t s r i ght t o sel l cur r ency t o managed borr ower s.

 The wi dt h of PPL' s cont r act ual di scr et i on i s such as t o cr eate pr of ound
di f f i cul t i es i n cat egor i si ng a sal e made pur suant t o t he exer ci se of t hat
di scr et i on as cr i mi nal .

POI NT TAKI NG SUMMARY

I adher e t o t he vi ew; expr essed i n my ear l i er l et t er as t o t he ci vi l l aw pr obl ems
cr eat ed by PPL' s poi nt t aki ng and deal swi t chi ng.

 These pr obl ems ar e ci vi l . For t he r easons gi ven above, I see no quest i on of
cr i mi nal  l i abi l i t y.

A. 2 DEAL SWI TCHI NG

A t hor ough r evi ew of al l t he r el evant document s and t he i nt ervi ews descr i bed i n my
ear l i er l et t er f ai l ed t o pr ovi de any basi s upon whi ch one coul d hope to convi nce a
 j ur y beyond r easonabl e doubt t hat deal swi t chi ng had occur r ed.

As a mat t er of j udgment , I bel i eve t hat i t pr obabl y di d, but t her e i s no basi s
upon whi ch I , or a j ur y, coul d be sat i sf i ed beyond r easonabl e doubt .

ALLEN
ALLEN
&
HEMSLEY
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18th June 198718th June 1987 Partnership Pacific LimitedPartnership Pacific Limited

60 Martin Place60 Martin Place
Box 3903 GPO Sydney Australia 2001Box 3903 GPO Sydney Australia 2001
 Telex: AA 121756 Telex: AA 121756
Fax: (02) 235 0791Fax: (02) 235 0791
DX: 1365 SydneyDX: 1365 Sydney
 Telephone: (02) 226 1990 Telephone: (02) 226 1990

Mr Neville MilesMr Neville Miles
HeadHead of Sales and Distributionof Sales and Distribution
 Treasury DivisionWestpac Banking Corpo Treasury DivisionWestpac Banking Corporationration
18th Floor18th Floor
60 Martin Place60 Martin Place
SYDNEY NSW 2000SYDNEY NSW 2000

Dear Mr MilesDear Mr Miles

We wish to confirm your appointmentWe wish to confirm your appointment as anas an employee of Partnership Pacificemployee of Partnership Pacific
Limited ("PPL") effective from 18Limited ("PPL") effective from 18 May,May, 1987. This employment shall be1987. This employment shall be upup to andto and
including 30 June, 1987.including 30 June, 1987.

You are being employed for this period by PPL for the purpose ofYou are being employed for this period by PPL for the purpose of effectingeffecting
foreign exchange transactions for PPL or for its clients and forforeign exchange transactions for PPL or for its clients and for the purpose ofthe purpose of
giving advice to PPL or its clients. In performing those tasks you are actinggiving advice to PPL or its clients. In performing those tasks you are acting
solelysolely asas an employee of PPL.an employee of PPL.

You are subject, in the course ofYou are subject, in the course of performingperforming those duties, to the direction andthose duties, to the direction and
supervision of PPL.supervision of PPL.

During the course of your employment with PPL, you continue to be employedDuring the course of your employment with PPL, you continue to be employed byby
Westpac Banking CorporationWestpac Banking Corporation (("Westpac") and continue to hold the office and"Westpac") and continue to hold the office and
perform the duties perform the duties for Westpac as for Westpac as it may from tit may from time to time ime to time direct.direct.
Notwithstanding the above, your salary, annual leave, long service leave,Notwithstanding the above, your salary, annual leave, long service leave,
superannuation and other benefits (payablesuperannuation and other benefits (payable oror accruing under the terms of youraccruing under the terms of your
employment with Westpac) shall continue to be metemployment with Westpac) shall continue to be met by Westpacby Westpac..

In consideration of Westpac agreeingIn consideration of Westpac agreeing toto your employment by PP your employment by PPL in accordanceL in accordance
with the termswith the terms of this letter, PPL shallof this letter, PPL shall pay an annual feepay an annual fee to Westpac on termsto Westpac on terms
agreedagreed between Westpacbetween Westpac and PPL.and PPL.

Please sign and return the duplicate of this letter to confirm your agreementPlease sign and return the duplicate of this letter to confirm your agreement
withwith the above.the above.

Yours sincerely,Yours sincerely,

R.R. J. J. ReganRegan
National Manager, Corporate ResourcesNational Manager, Corporate Resources
ForFor andand on behalf ofon behalf of
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18th June 198718th June 1987 Partnership Pacific LimitedPartnership Pacific Limited

60 Martin Place60 Martin Place
Box 3903 GPO Sydney Australia 2001Box 3903 GPO Sydney Australia 2001
 Telex: AA 121756 Telex: AA 121756
Fax: (02) 235 0791Fax: (02) 235 0791
DX: 1386 SydneyDX: 1386 Sydney
 Telephone: (02) 226 1990 Telephone: (02) 226 1990

Ms Agnes K.W. Wong,Ms Agnes K.W. Wong,
Manager FX Risk ManagementManager FX Risk Management
 Treasury Division, Treasury Division,
Westpac Banking Corporation,Westpac Banking Corporation,
18th Floor, 60 Martin Place,18th Floor, 60 Martin Place,
SYDNEY, N.S.W., 2000.SYDNEY, N.S.W., 2000.

Dear Ms. Wong,Dear Ms. Wong,

WeWe wish to confirm your appointment as an employee of Partnershipwish to confirm your appointment as an employee of Partnership
Pacific Limited ("PPL") effective from 18Pacific Limited ("PPL") effective from 18 May,May, 1987. This employment1987. This employment
shall be up to and including 30 June, 1987.shall be up to and including 30 June, 1987.

You are being employed for this period by PPL for theYou are being employed for this period by PPL for the purposepurpose ofof
effecting foreign exchange transactions for PPL or for its clients andeffecting foreign exchange transactions for PPL or for its clients and
for the purpose of giving advice to PPL or its clients. Infor the purpose of giving advice to PPL or its clients. In performingperforming
thosethose taskstasks you are acting solely as a you are acting solely as an employee of PPL.n employee of PPL.

You are subject, in the course of performing those duties, to theYou are subject, in the course of performing those duties, to the
direction and supervision of PPL.direction and supervision of PPL.

During the course of your employment with PPL, you continue to beDuring the course of your employment with PPL, you continue to be
employed by Westpac Banking Corporation ("Westpac") and continue to holdemployed by Westpac Banking Corporation ("Westpac") and continue to hold
the office and perform the duties for Westpac as it maythe office and perform the duties for Westpac as it may from timefrom time toto
time direct. Notwithstanding the above, your salary, annual leave, longtime direct. Notwithstanding the above, your salary, annual leave, long
service leave, superannuation and other benefits (payable or accruingservice leave, superannuation and other benefits (payable or accruing
under the terms of your employment with Westpac) shall continue to beunder the terms of your employment with Westpac) shall continue to be
met by Westpac.met by Westpac.

In consideration of Westpac agreeing to your employmentIn consideration of Westpac agreeing to your employment byby PPL inPPL in
accordance withaccordance with the terms of this letter, PPLthe terms of this letter, PPL shall pay an annual fee toshall pay an annual fee to
Westpac on terms agreed between Westpac andWestpac on terms agreed between Westpac and PPL.PPL.

Please sign and return the duplicate of thisPlease sign and return the duplicate of this letterletter to confirm yourto confirm your
agreement with the above.agreement with the above.

Yours sincerely,Yours sincerely,

R. J. ReganR. J. Regan


