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OPINION .5

Our monetary sytem
is badly broken

Private banks have wrongly benefited from policy change since the early‘90s

DAN KELLAR
BEING THE CHANGE

Relaxing over the New Year's break,
I watched films from my movie
collection and one night, feeling
particularly nihilistic, I threw Fight
Club into the DVD player. Watching
the final scene with a tear of joy in
my eye, the American financial in-
stitution fell to the ground in a well-
timed and controlled anarchistic
act. I could not help but wonder
what would happen if Canada's fi-
nancial computers were set back to
zero for everybody.

There would be no OSAP debt, no
bank debt, no credit card debt, no
virtual on-line accounts, or, due to
the abandonment of the gold stan-
dard years ago, no physical backing
from the banks for the majority of
OUr Money,

The only worth you would have
is your physical assets, your cash
money on hand and your brain
(ethical or not). Most money is no
longer real, but based on the credit
of a nation, what our natural re-
sources [human and physical) are

waorth an the open market.

Obviously, if our financial com-
puters were reset there would be
repercussions in the stock market
and to our currency's value, but |
naively question whether it would
necessarily be a truly negative
thing.

If the Canadian dollar became
difficult 1o find, would it not in-
crease in value like my rare Wayne
Gretzky rookie card?

I started my search to discover
where Canada’s moneywas created.
I assumed it would be made at the
Canadian Mint and be controlled
by the Bank of Canada (BoC).

I have an understanding of the
financial system and we won't go
deep into global money markets,
but I obviously had not taken a
business class in government fi-
nancing, as [ could not have been
MOore Wrong.

In this age of $250 million buy-
outs of defective CEOs, banks can't
hold enough in their vaults to pay
them all off at once; due to a bill in
1991 that changed the statutory re-
serves provisions, banks don't hold
anywhere near enough to pay out
a fraction of the money owed the
masses if people wied to get their
money out.

As I dug deeper into the creation
of money, | found some really mys-
Lerious answers to my questions.

As Brian Mulroney and his con-
servative party ruled Canada with
an economic fist, we slowly turned
away from the BoC as our financier
and decided to pay for most of our
projects and excesses with loans
from privately owned banks.

Gone were the days of near-inter-
est free loans (as interest payments
were brought into a crown corpora-
tion) from a government institution
and a new age of at or above prime
loans from the big banks was ush-
ered in.

Instead of repaying our govern-
ment loans to our government
bank, we switched to financing the
growth of private banks and run-
away salaries for the upper manage-
ment of the banks (the tellers sure
didn’t receive equally proportional
prosperity from this new deal).

Does it seem ridiculous to any-
one else that we are now paying in-
terest on our government spending
instead of all the money going back
into  government programs and
institutions?

Why are private banks who pay
their upper management outra-
geously large sums, make multi-
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WHERE'S IT FROM? - Today, 95 percent of Canada's money comes

from private banks.,
billion dollar yearly profits and
take our “service fees”™ without
second thought also allowed the
opportunity to further take from
public monies in the form of inter-
est payments on loans to our own
government?

The BoC was created in 1934 as a
private entity (to the delight of the
private bankers who owned it) and
was nationalized in 1938 {(much to
those bankers’ dismay) to finance
projects to. get us out of the Great
Depression,

The BoC was used to finance
projects at all levels of government
and did so with great results before
the aforementioned change in the

Mulroney years. The BoC currently
creates about five percent of our

money supply and the other 95 per-
cent is created by private banks.
This virtual money is created
with no more trouble than me typ-
ing these words with my keyboard.
You get a loan for a new house and
the banker types it into his comput-
er and you transfer it to the seller,
Did anything actually change
hands? Did this virtual transac-
tion even happen? Well, the pri-
vate bank says it did and you pay
colossal real interest on this virtual
transaction. Upscale this to the fed-
eral and international level and the
question remains, what would hap-
pen if we set it all back to zero?
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