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Contents Forty years of achieving economic recoveries, at the expense
of systemic solvency, have only raised moral hazard, income
inequality, and the size of successive declines. For instance,
from Q4-08 to Q4-12, G7 nations cut long-term, real interest
rates by 4%, raising to 83% of world wealth, the value of assets
) ) owned by the top 10% of families, while hurting net savers
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PAPA BEAR: WHO’S BEEN EATING MY PORRIDGE?

Goldilocks: Seriously Pops? The scoop is, CS painted a $240

The global wealth pyramid FIGURE 1 2l . ggse Ui
Source: James Davies, Rodriga Liuberas and ’ trillion Porridge pyramid, sliced it four ways and named each
Anthony Shorrocks, Credit Suisse Global Wealth (0.7% Goldilocks piece after one of us. No way, right? Oh...BTW, Mama and you
Databook 2013 USD1m Atl‘:-u 987 trn (41.0%) show up with a cool $40 trn!
Papa Bear: But Goldie, they obviously designed it, to show,
1S0 100,000 to 1 sl Little Bear under 1% of world population owns 41% of the Porridge. Put
USD 100,000t01m 7.7%) (15D 101 8 S
e A e simply, while in our slice, we are 1,000 times as many as in yours,
you own 14 times as much in Porridge!
: TR Goldilocks: Pero, Papacito! LB is in big time! Just add his slice to
USD 10,000 to 100,000 :sz USD 33.01m (13 ;:-;> mine, and 83% of the Porridge belongs to 10% of humanity. In
short, LB partly-owns 5 times more Porridge than the rest of the
world! But, hey Pops, it’s OK by me!
Little Bear: Everyone, just wait!!! It all evens out when we pay
taxes. Case in point: 90% of adults in the US just paid $0.3 trn of
the 51.4 trn in 2013 US taxes, but my slice and Goldie’s paid the
_ 3,207 m fapa bea other $1.1 trn. Comprende?
< USD 10,000 (6B.7%) USD 7.3 trn (3.0%)
Mama Bear: Kids, | understand; our slices being so large and
yours so small, it’s normal, you'd be scared to tell us what’s
really going on. But, not to worry, the other day on PBS, a French
Wealth Number of adults - Total wealth professor using the same IRS website, traced all incomes to 1913
per aduit (percent of world population) (percent of world)

EXCUSES, EXCUSES, EXCUSES...

January: Having launched our new fund, severe EM to JGB price
divergence, halves our 18-mth return of 16.6% p.a. (23-mth now
at 8.5%, or -8.09% since 12/13). February: Waiting for 19-mth
numbers, Oxfam presents at Davos 2014, Prof. Emanuel Saenz’
analysis on the 100-year IRS’ database. Saenz’s Math and Data,
is so solid, it led us to deep fact (soul) searching, to answer the
question: Have we been living under a rock of perceptual bias for
40 years? Fortunately, as proven in this paper, Dr. Saenz’s only
erroris to call ‘Free-Markets,” the structure growing in its guise:

THE SIFI OLIGOPOLY?, AK.A.. ‘SIFIO’, ‘SELFIE,” ‘SINFIN’...

Fig.2 shows the US version of a delicious Japanese Chef’s recipe
(Fig.3): “Cracking Insolvency, Without Inflation In 3 steps.” Apply
crisply printed M13 to just-baked US Treasuries, steadily swap
these, via Reserves, for rotten apples in bank ledgers, and voilal!
You just cooked a 500% surge of Q4-07 M1 (no inflationary fries
with that please)! WARNING, as pre-frozen M1 never circulates,
but M2 doubles, adverse effects lead to Interbank Loans nausea
Money Multiplier pains and Money Velocity* melt down (near its
145-year record lows of pre-Great Depression and post-WWi/).
Teasing aside, those countries choosing to conceal economic
debasement by expanding public debt and M1 simultaneously
require close coordination of the government’s financial office
with central bank. In fact, we pose that since the 70s, much of
global growth, came from well intentioned, but unsustainable
‘coordination” of legal, fiscal, and regulatory incentives to “fast-
track” Equal Housing. Yet, as policies to circumvent the laws of
nature eventually do, this one, after 40 years stoking leverage,
engendered its nemesis: Inflating the economy’s most illiquid
asset beyond the reach of the average-income earner.

1In November 2011 the Financial Stability Board published an integrated set of policy measures
to address the systemic and moral hazard risks associated with systemically important financial
institutions (SIFls). In that publication, the FSB identified as global SIFls (G-SIFIs) an initial group
of global systemically important banks (G-SIBs), using a methodology developed by the Basel
Committee on Banking Supervision (BCBS).

2 Historically, politico-financial elites repeat this pattern, as journalist William Leggett’s periodic
calls for the “separation of bank and state,” and his “THE MONOPOLY BANKING SYSTEM”
depicted nearly 200 years ago.

and look at what he found out!

Predictably, real estate prices collapsed and with them, SinFin’s
extremely leveraged paper-wealth. Yet, within 24 hours of The
Last Meal, as SelFie activated its most lethal weapon of ML.A.D., a
systemic financial shock started rippling through the world’s
economy. Inexplicably, instead of barring SelFie shareholders,
managers and liability holders from selling (or raising capital
against) their tainted securities, regulators had been secretly
financing their losses since Q3-07. No wonder then, Saenz’ 90%
had lost 532 trn-541 trn, plus 510.6 trn in interests by Q3-13.

Loopy: “Look MoMm, NO DELEVERING, JUST DEFAULTING”
A Follow up to QFE Is Exactly Why The Sky Is Falling! Through dialectic
routine, we match popular views on the financial crisis versus inferences
from Classic Monetary Theory, using Fisher’s M*V=GDP to prove Money
Velocity (V) cannot depend on Monetary Mass (M). By definition, public-
sector money derives from GDP. Thus, instead of creating GDP, QE makes
M a factor to both sides of the equal sign, forcing Fisher’s equation into an
infinite loop. LONG STORY SHORT...QE is as "Loopy," as Inflationary
Growth. In fact, if the Fed allowed QE to circulate, GDP would dilute
exponentially via the Money Multiplier. Yet, even as the Fed delivers QE
only to banks, it has diluted 25% of GDP since 2007 (see next page), but
before getting there, let's revisit a seemingly unrelated subject: Why is it,
Dale Carnegie is so popular in Japan?

How 10 WIN M1 AND NOT INFLUENCE INFLATION

As Japan found out, hiding GDP debasement by issuing debt and M1 at the
same pace, keeps inflation from showing, but as clarified by Figure 3’s
yellow line* (total public debt) and red line (BOJ assets), nothing else is
growing exponentially in Japan, but fake money. Just looking at those two
asymptotic jets shooting up the sky, brings to mind words like tulips, south
sea, Mississippi, etc. A country that doubles its debt and central bank
assets in less than 7 years, while GPD drops 6% (black line) is in practical
default of its sovereign debt and currency. It is unfortunate, the UK, US,
EU, China, and others, chose to follow Japan’s “Blue Pill” model, as it
exposes their economies to a preemptive backlash that may escalate
beyond their own control, when insolvency finally swallows the Yen.

*Note: On Figure 3, we added the Q412-Q413 segment from news sources

3 M1 Money Stock refers to funds that are readily accessible for spending, consisting of: (1)
currency (outside the Treasury, Federal Reserve Banks, and the vaults of depository
institutions); (2) traveler's checks of nonbank issuers; (3) demand deposits; and (4) other
checkable deposits (OCDs), such as NOW ( negotiable order of withdrawal) accounts.

4 M2V shows the economy’s Net Money Dynamics (money in circulation (M1) plus money saved
(M2), providing insight into how quickly the economy spends and how quickly it saves. However,
since Q407, M2V patterns are only relevant to other times in history, when the Fed bought large
amounts of US Debt.
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FROM SELFIEZTO "WE... THE PEOPLE”: “$S4.2 TRN YOURS”
Since the Latin Debt crisis, Chile established for the rest of us, the
right way to deal with systemic insolvency (Chile vs. Mexico), so
when the Fed decided to transfer SinFin’s losses to the rest of the
system, it knew, there would be at least, 4 impacts on solvency:

1. Financing insolvency, without causing inflation, requires
turning M1 instantly into M2, while MZM°® increases. In
other words, so newly created M1 never circulates,

must increase with it. Thus, as the need for Reserve
Bank Credit (“temporary” financing) quadrupled (436%), for
Fed Assets to match it (440%), the Fed, and the US Treasury
needed to double M1 (191%) and the (188%),
to keep net money circulation (SLC)® at Q4-07’s start level.

2. Evenif nominal GDP grew by 16% and M1 by 91%. since the
mortgage crisis began, AS A PERCENTAGE OF MZM (red
circles), GDP fell by 25% as M1 grew by 25%. Only by
detrending MZM, it becomes clear that the net effect of
freezing newly-issued M1 into M2 (QE) had ben to replace
25% of GDP for M1 by Q3-2013.

5 Money Zero Maturity is M2 less small-denomination time deposits plus institutional money
funds.

6 At Sequoian, we trace Sovereign Liquidity Coverage, applying a simplified Bank “Liquidity
Coverage Ratio.”The Fed kept SLC constant at 15%, to prevent QE from showing up as inflation.
7 “raising public debt maturity is to increase private money creation, potentially leading to
greater financial stability risks (Greenwood, Hanson, and Stein (2010).”

8 “There is a shortage of capital due to overspending and under-saving, according to Grice. The
financial crisis in 2008 was the first revelation of this scarcity. Ultimately, the price of capital
must reflect the scarcity of capital — through higher yields.” Dylan Grice

3. As long as US domestic consumption exceeds that of its
trade partners’, foreign export surpluses help finance the
scheme. Yet, as Figure 5 shows, the limiting factor is
solvency,’ as the size of grows a la Japan.

4. Central banks seized liquidity’s ‘inflection-point scarcity
value®plus 4% in real annual income from net savers and
transferred both, via ZIRP?, to net asset-holders. As real
discount rates?® went negative, the NPV''of Financial and
Non-tradable assets, surpassed bank credit losses. So far,
that gain has paid for SelFie’s recapitalization, /etter-soup
loans, and over one trillion in bonuses plus dividends.
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assets at the expense of system solvency.
10 Finding the present value of the income stream requires choosing a discount rate or ‘market
rate of return’ appropriate to the period when the relevant cash flows are expected to happen.
11 Net Present Value, nets the initial investment against the time-value of any nominal income
expected in the future, so you can compare which investments to choose from.
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KiTTy! ‘S10.6 TRN WENT THROUGH THE LOOKING GLASS’ !

Or was it the Rabbit Hole'?? Either case, here is the way $10.6
trn, went to the world’s largest 94 banks from Q4-08 to Q-412
(with a little help from their friendly, neighborhood central
banks):

1. Figs. 6 &7 show that from Q4-08 to Q4-12, central banks
forced long-term Real Interest Rates (RIR) to fall by 4%*3.

2. Fig.5 (previous page), shows that from Q4-08 to Q4-12, non-
Fed holders held, on average, a 60-month WAM (both Fed
and Non-Fed debt holdings doubled their 2008 size).

3. Tab.2 models bank financial assets, as if they were 5-year
bonds, with a 4% semiannual Coupon (6%, ex inflation), held
from Q4-08 to Q4-12. Then, using Convexity, if YTM goes to
0%, Price goes to 120%, 100% the value of face plus income.

TABLE 2

PERCENT CHANGE IN FINANCIAL ASSET PRICES VS. YTM

4% Coupon | Yield To Maturity (Y7M) Changes By

Bond 1% -1% 4% -4%

Years to Price Price Price Price

Maturity Drops By  Rises By Drops By | Rises By

1 -1.0% 1.0% -3.8% 4.0%

5 -4.4% 4.6% -16.2% 20.0%

10 -7.8% 8.6% -27.2% 40.0%

15 -12.6% 15.0% -34.6% 60.0%

4, Tab.3 shows that from Q4-08 to Q4-12, the world’s 94
largest banks held over $8 trn in securities, on average,
which netted them $1.6trn-$1.7trn from the RIR cut.

BIS reporting banks

Summary of international positions
In billions of US dollars

TABLE 3

Amounts outstanding
Positions Dec 2008 Dec2009 Dec2010 Dec2011 Dec2012 | Sep 2013 Dec 2013
Holdings of securities 83895 84174 80926 7,7728 85042 | 83626 84023
and other assets
claims on banks 37007 35902 34597 34655 37660 36568 36534
dlaims on non-banks 46889 48272 46328 43073 47382 47058 47489

5. Tab.4 shows near $9trn“of asset revaluation (green
squares) and over $1.6trn (blue rectangle) in realized gains.

Bank capital and assets, 2009-12  In US$ billion TABLE 4
End-2009 End-2012 2009-12 Number of
banks

Capital RWA ;;:t;ls Capital RWA .1105?1‘5 in?ﬂer:qe Dividends Tn?ri:esres

in capital
All 3194 28354 64278 4156 30695 73232 1077 397 274 94
_ Advanced 2638 22956 54878 3169 22023 58663 604 242 161 66
Emerging 556 5398 9400 987 8671 14569 473 155 113 28
G-SIB 2044 17665 42852 2570 18053 47228 581 189 134 29

13 “By keeping short-term interest rates low, the Fed helps recapitalize the banking system by
helping to raise the industry’s net interest margin (NIM), which boosts its retained earnings
and, thus, its capital. Between the fourth quarter of 2008, when the FOMC reduced its federal
funds target rate to virtually zero, and the first quarter of 2010, the NIM increased by 21
percent, its highest level in more than seven years. Yet, the amount of commercial and industrial
loans on bank balance sheets declined by nearly 25 percent from its peak in October 2008 to
June 2010. This suggests that perhaps other factors were working to restrain bank lending.

FIGURE 6
A. Interest rates (in per cent)
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REAL LONG-TERM INTEREST RATE G7 FIGURE 7
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WHY THE PARTY WON'T STOP UNTIL THE ‘PRISONER” TALKS
In January, Dylan Grice, from Edelweiss Holdings (until November,
the 3rd member of Société Générale’s fabled strategy team) said,
‘Without trust, there are no markets.” Grice was referring to Game
Theory dynamics (The Prisoner’s Dilemma)™, as perhaps, he uses

Nash equilibrium to guess the sequence of market events now
unfolding. In our view, the analogy describes, what might
happen, if instead of avoiding the crash, the state questions Mr.
Banker and Mr. Regulator on a TV circus designed to calm the
populace.

Banks, as all economic-agents, are there to maximize gains and
spent 40 years dismantling laws, our grandparents’ generation
established to save us from a new cycle of misery. Yet, as Martin
Novak concludes,® there is no equilibrium, all it takes for short-
term, private-interest to prevail is for everyone else to forget how
the game ends. Likewise, even if two pages of simple math can
summarize the entire modus operandi and extent of the default,
instead of acting to protect future generations, we will keep

on arguing about QE, LTRO, etc.

A third benefit of low interest rates is that they can raise asset prices. When the Fed increases

the money supply, the public finds itself with more money balances than it wants to hold”
14 Chris Turner from Advisor Perspectives arrives at a similar number (59trn) from a completely
different perspective in his Savings Lost post of March 6 2013.

5Novak, “In all my work on the evolution of cooperation, it is always the same story —
cooperation is never here to stay. Cooperation prevails for some time. Then the system breaks
down and you have to rebuild it. ... This is far away from the typical economist notion of
equilibrium. There is no equilibrium.”


http://www.mysmp.com/bonds/weighted-average-maturity.html
http://www.mysmp.com/bonds/bond-coupon.html
http://www.mysmp.com/bonds/bond-convexity.html
https://www.khanacademy.org/economics-finance-domain/core-finance/stock-and-bonds/bonds-tutorial/v/treasury-bond-prices-and-yields
http://research.stlouisfed.org/publications/es/10/ES1028.pdf
http://speakerpedia.com/speakers/dylan-grice
http://plato.stanford.edu/entries/game-theory/
http://plato.stanford.edu/entries/game-theory/
http://martinnowak-cooperation.com/
http://martinnowak-cooperation.com/
http://advisorperspectives.com/
http://advisorperspectives.com/dshort/charts/index.html?guest/2013/Chris-Turner-130306-Fig-3.gif
http://advisorperspectives.com/dshort/guest/Chris-Turner-130306-Savings-Lost.php
http://www.bis.org/publ/work403.pdf
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http://www.bis.org/publ/work443.pdf
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NOT THE EQUAL ACCESS TO RESOURCES, BUT THE EQUAL ACCESS TO
INFORMATION CREATES EXPONENTIAL VALUE

The entire theory of finance rests upon measuring the relative value that expectations
(otherwise known as interest rates) add or subtract to/from an asset’s intrinsic value. For
instance, as high certainty -low interest rates- increases the value of expected cash flows
Future Value (Box), it becomes the largest component of price Present Value (Box). In fact, if
that belief is shared by many, the future value component of price becomes exchangeable
(liquid), investable and reproducible as /nformation Symmetry* rises across time, place and
social hierarchy. For instance, Property Rights? when truly enforced, instantly produce
information symmetry across all relevant boundaries and with it, exponential rises in the
value of most economic resources. The same principle applies to the value multiple created
by Competition, Freedom of Choice, Supply/Demand, Free-Markets? and all patterns our
minds associate with survival expediency and intuitively, long-term (economic) sustainability.
Unfortunately, the philosophical thought influencing both sides of the political spectrum
today, comes from a time in history, when it would have been hard to separate the exclusively
mathematical origin of financial value from the uneven impact its influence exerted on the
European social fabric, after the 17™ century, Fortunately, unbiased research and a vast
supply of empirical data leave no room for controversy. Massive wealth creation correlates
to information symmetry expansion throughout the charts, tables, and videos shown below.

THE ACCIDENTAL BIRTH OF CENTRAL BANKING, INTRODUCES
SYSTEMIC INFORMATION SYMMETRY, IN A WORD: CAPITALISM

The principles of Central Banking came about 400 years ago, when the Bank of Amsterdam
imposed systematic, present-day certainty on the future value of Dutch guilders.* It took
another century for Central Banks to become the source of last resort lending that would
later unleash fractional banking’s power to reproduce capital. As banks began financing High-
Repayment Potential projects, a virtuous cycle led to the fastest period of economic growth
in human history. British Professor Angus Maddison® confirmed it, by painstakingly compiling
the database depicted by Camdor Global, in Geary-Khamis Dollars in Figure 9, where arrows
point the clear break between low exponential growth-rate GDP (human population growth)
from 1 and 1600 AD and after central banking spreads through the region that today contains
the most developed economies in the globe. Eventually, the exponential power of Virtuous

(versus Ponzi) fractional banking financed the public infrastructure and prolific development
that another heavy-weight of statistical science, Swedish Professor Prof Hans Rosling,
compiled, using the United Nations’ historical database on Life Expectancy and Income Per
Person Database. See him explain itin person®or check his 200 years that changed the world).

CONCLUSIONS

Two WORLDS
1. For over 30,000 years, the majority of Modern humans lived in functional or declared

servitude of small power elites or if ‘in the state of nature’ as Hobbes (1588-1679)
describes in Leviathan, the life of man, [was] solitary, poor, nasty, brutish, and short...”
2. In 1609, Amsterdam, in its zeal to compete against other commercial ports along the
North Sea shore, decided to offer foreign merchants and creditors, a concrete system
to hedge against the chronic currency debasement carried on by Dutch banks owned
by municipal Dutch feudal lords. Thus, began the methodical sustenance of currency
value across time, geography, social hierarchy, etc., the Information Symmetry that
eventually magnified the power of fractional-banking and led to the modern era.

THREE INFERENCES

1. Regardless of what you call a political system when only the power elite has access to
information, it grabs its benefits, at the expense of the rest. As living standards drop
for the majority, economic growth becomes unsustainable.

2. Wealth or Income redistribution policy consistently leads to behavior that is
detrimental to innovation, productivity, and economic growth. Much worse, it
involves, precisely the arbitrary dynamics that create Information Asymmetry.

3. Designing Information Symmetry Systems across all private-interest barriers would
bring sustained, exponential growth in living standards, to the 90% of world
population, whose future is already compromised by Information Asymmetry.

1 [The] “knowledge that some system is symmetrical reduces what we need to know about the system by
eliminating possibilities that would be permitted if the system were not symmetrical. This reduction of required
information is greater, the more pervasive the symmetry. The relatively low information content resulting from
symmetries is reflected in the high epistemic value of knowledge of these symmetries.”

2 “Property Rights and Markets. The optimal solution to the allocation problem requires the participants to
have accurate information about the marginal costs and marginal benefits associated with specific
alternatives. Problems arise when exchange is not voluntary and property rights are attenuated. Pure
competition is one way to ensure that no one buyer or seller has the ability to alter the outcome of market
exchanges and the information revealed in prices.”
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PresenT VALUE

Due to uncertainty, a dollar in hand is more valuable than a dollar in the future.
And since uncertainty depends on the amount of time and risk you take while you
wait, it can be expressed as a percentage cost of those two variables and
appropriately named INTEREST RATE. Finally, by subtracting the cost of uncertainty
from any dollar you're expecting in the future, you can price what it is worth today.
In short, you can express the Present Value of any income stream you expect from
aninvestment by discounting the interest rate cost from each of the expected cash
flows: PV = CASHFLOW/ (1+ INTEREST RATE) A NUMBER OF TIME PERIODS.

FuTurE VALUE

A way of understanding Present Value is to require that the opposite of the
statement above be true. That is: F\V = CASH FLOW * {1+ INTEREST RATE) * NUMBER
OFTIME PERIODS. Thus, unless there is ZERO U NCERTAINTY about the future (INTEREST
RATES ~zero), the nominal price or Future Value of a cash-flow income stream must
always be larger than one. Yet, for almost a decade, G-7 REAL POLICY INTEREST RATES
have been below zero (see Graph 5), while certain privileged public and financial
sector entities or their clients have issued endless sums of debt, whose proceeds
help guarantee or directly purchase the future value of income-producing assets at

prices below the premium imposed by the time value of money.

3 See David Ricardo’s original postulates

“ The City of Amsterdam opened the Bank of Amsterdam in January 1609. The Exchange Bank was introduced
specifically to insulate the bill market from debasement.

° Professor Angus Maddison (1926 — 2010) was able to synthesize vast amounts of information into a clear
form through his quantitative analysis approach to economics making his contributions invaluable to anyone
trying to understand why some parts of the world are so much richer than others. You can acces the Maddison

Project Database,” in Excel.
% Hans Rosling's 200 Countries, 200 Years, 4 Minutes - The Joy of Statistics



http://plato.stanford.edu/entries/value-intrinsic-extrinsic/
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.103.9104&rep=rep1&type=pdf
http://www.aeaweb.org/annual_mtg_papers/2007/0106_1015_1201.pdf
https://www.khanacademy.org/economics-finance-domain/macroeconomics/monetary-system-topic/fractional-reserve-banking-tut/v/overview-of-fractional-reserve-banking
https://youtu.be/v4L2vkGGgXw
http://camdorglobaladvisors.com/
https://youtu.be/fTmyk1lW-yA
https://youtu.be/hVimVzgtD6w
https://youtu.be/BPt8ElTQMIg
https://youtu.be/cuPfIFg2ZDI
http://lamar.colostate.edu/%7Egrjan/provenanceliberty.html
http://www.historyworld.net/wrldhis/PlainTextHistories.asp?historyid=ab12
http://plato.stanford.edu/entries/hobbes-moral/
https://fraser.stlouisfed.org/files/docs/publications/books/conant_1915.pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.103.9104&rep=rep1&type=pdf
http://plato.stanford.edu/entries/logic-epistemic/
http://web1.boisestate.edu/econ/lreynol/web/pdf/short_15_property.pdf
http://www.econlib.org/library/Ricardo/ricP.html
http://www.ggdc.net/MADDISON/oriindex.htm
http://www.ggdc.net/maddison/maddison-project/data/mpd_2013-01.xlsx
http://www.ggdc.net/maddison/maddison-project/data/mpd_2013-01.xlsx
https://youtu.be/RUwS1uAdUcI
http://www.ggdc.net/maddison/maddison-project/home.htm
http://www.ggdc.net/maddison/maddison-project/home.htm
http://www.ggdc.net/maddison/maddison-project/home.htm
https://en.wikipedia.org/wiki/List_of_regions_by_past_GDP_(PPP)_per_capita#World_1.E2.80.932003_.28Maddison.29
https://en.wikipedia.org/wiki/File:Maddison_GDP_per_capita_1500-1950.svg
http://blogs.reuters.com/globalinvesting/2014/03/19/asias-path-to-prosperity-and-investment-opportunities/
https://en.wikipedia.org/wiki/Printing#Impact_of_German_movable_type_printing_press
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http://wealthinequality.org/uploads/Keister_and_Lee_-_The_One_Percent.pdf
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Top 0.01% share: x 4 in last 35 years

Composition of the top 0.01% wealth share, 1913-2012
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The rise and fall of middle-class wealth

Composition of the bottom 90% wealth share

Almost no recovery for the merely rich

Top 1-0.1% wealth share in the U.S., 1913-2012
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The middle rich are losing ground

Top 10-1% wealth share in the U.S., 1917-2012

The Monetary Velocity Analysis: 1932 Dip, 1946 Dip, Q4-2013. Plus Interbank Loans & The Money Multiplier
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Syatemic Risk Averse Fund of Funds SPC Ltd. - Segregated Portfolio A
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2013] S.04%|  3.30%| 1205 SO0t TaXe|  481%]  4.24% 0.88%| i 16.52%
2012| | | 1 | | | 229 3.24%| ’
Growth of §1,000
1.400:00 a%
13000 - 6%
- 4%
L2MR
1100000
' - _— — - % m Growth of 51,000
100000 —. - mMonthly Performance
Q0000 -3
BO0.00 T T T T - - [
3 % ¥ ¥ 9 o = a4 3 =z 3 2T 3z 3z T T I 1
= s = = S = & ]
. § % 5§ & & 5 § § & f 3§ = 2 B & i
Service Providers
Managsmant Fes: 2.75% - 0.25% Inwastmant Manager Sequoian Asset Managament Corp.
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Ltk Lif 1 Year Legal Advisor (BY1) Chgiar
Cumenoy LISD

"Disclaimer Regarding Past Performance

['he pertormance shown above IS the result of the strategy the Investment Manager implemaentad in another tund. All perfoimanca numbers are net trom all fees.

The parformance has besn calculated by a third party; Investa Accounting Services LLC who is the administrator far the Fund. All data has been indepandenily verified

Past perfarmance is no guarantes of futune results. The histoncal performance of the Tund is not necessanty indicative of fulure performance. The investrmeant retum and principal
walue of an investment will Muctuals, ard an invesion may have a gain o loss upan disposilion af hisber investment. Thes informealan provided s intended for infoomational purposes only
Disclaimer

I his summary docs not constitute an offer to soll or a solictation of an offer to buy an interest i the fund. Such an offer can only e mado by a cument

Private Ofering Memorandum and only in those slates whera the security may lawfully be sold. The Private Offaring Memarandum describes risk factors and

other malsrial considerations associabed with an investment in the company which are nol addressed in the Surnmeary.

Declaration Administrator

We have verfied all the monthly perfarmancs numbers indepandently with the underbing fund®s administratars

c (¢ NVESTA TRUST
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Systemic Risk Averse Fund of Funds SPC Ltd. - Segregated Portfolio A - Initial Series
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DATE AUTHOR PUBLISHER ARTICLE TITLE URL
MAY-14 | CLAUDIO BORIO DIETRICH THE BANK FOR TABLE 20A: AMOUNTS OUTSTANDING OF OTC http.//www.bis.org/statistics/dt1920a.pdf
DOMANSKI CHRISTIAN UPPER INTERNATIONAL FOREIGN EXCHANGE DERIVATIVES BY INSTRUMENT
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS) | AND COUNTERPARTY BANKING STATISTICS AT END-
AND ECONOMIC DEPARTMENT 2013
EDITORIAL COMMITTEE)
MAY-14 | PHILIP TURNER THE BANK FOR THE EXIT FROM NON-CONVENTIONAL MONETARY http.//www.bis.orq/publ/work448.pdf
INTERNATIONAL PoLicY: WHAT CHALLENGES?
SETTLEMENTS (BIS)
APR-14 PETER EAVIS AND MICAHEL THE NEW YORK BANK OF AMERICA FINDS A MISTAKE: $4 BILLION http.//dealbook.nytimes.com/2014/04/28/ban
CORKERY TIMES LESS CAPITAL k-of-america-suspends-buyback-and-dividend-
increase/
APR-14 CLAUDIO BORIO DIETRICH THE BANK FOR TABLE 19: AMOUNTS OUTSTANDING OF OVER-THE- http://www.bis.org/statistics/rppb1404.pdf
DOMANSKI CHRISTIAN UPPER INTERNATIONAL COUNTER (OTC) DERIVATIVES BY Risk CATEGORY
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS) | AND INSTRUMENT BANKING STATISTICS AT END-
AND ECONOMIC DEPARTMENT 2013
EDITORIAL COMMITTEE)
MAR-14 | CLAUDIO BORIO DIETRICH THE BANK FOR GLOBAL LIQUIDITY: SELECTED INDICATORS http.//www.bis.org/statistics/qli/qli_marl4.pd
DOMANSKI CHRISTIAN UPPER INTERNATIONAL f
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS)
AND ECONOMIC DEPARTMENT
EDITORIAL COMMITTEE)
MAR-14 | CLAUDIO BORIO DIETRICH THE BANK FOR TABLE 23B: DERIVATIVE FINANCIAL INSTRUMENTS http://www.bis.org/statistics/r qal403 hanx2
DOMANSKI CHRISTIAN UPPER INTERNATIONAL TRADED ON ORGANIZED EXCHANGES BY 3b.pdf
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS) | INSTRUMENT AND LOCATION
AND ECONOMIC DEPARTMENT
EDITORIAL COMMITTEE)
MAR-14 | MONETARY AND ECONOMIC THE BANK FOR TABLE 23A: DERIVATIVE FINANCIAL INSTRUMENTS http.//www.bis.org/statistics/r qal403 hanx2
DEPARTMENT STATISTICAL INTERNATIONAL TRADED ON ORGANISED EXCHANGES 3a.pdf
RELEASE SETTLEMENTS (BIS)
MAR-14 | BENJAMIN H COHEN AND THE BANK FOR BANKS AND CAPITAL REQUIREMENTS: CHANNELS OF http://www.bis.org/publ/work443.pdf
MICHELA SCATIGNA INTERNATIONAL ADJUSTMENT
SETTLEMENTS (BIS)
MAR-14 | CLAUDIO BORIO DIETRICH THE BANK FOR INTERNATIONAL BANKING AND FINANCIAL MARKET http://www.bis.orqg/publ/qtrpdf/r qt1403.pdf
DOMANSKI CHRISTIAN UPPER INTERNATIONAL DEVELOPMENTS
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS)
AND ECONOMIC DEPARTMENT
EDITORIAL COMMITTEE)
MAR-14 | CLAUDIO BORIO DIETRICH THE BANK FOR DETAILED TABLES ON PRELIMINARY LOCATIONALAND | http://www.bis.org/statistics/ropb1404 detail
DOMANSKI CHRISTIAN UPPER INTERNATIONAL CONSOLIDATED BANKING STATISTICS AT END- ed.pdf
PHILIP TURNER (BIS MONETARY SETTLEMENTS (BIS) DECEMBER 2013
AND ECONOMIC DEPARTMENT
EDITORIAL COMMITTEE)
MAR-14 | EMMANUEL SAEZ (UC BERKELEY) | UC BERKELEY AND THE DISTRIBUTION OF Us WEALTH, CAPITAL INCOME | http.//qabriel-
GABRIEL ZUCMAN LONDON SCHOOL AND RETURNS SINCE 1913 zucman.eu/files/saezzucman2014slides. pdf
OF ECONOMICS
FeB-14 BIS QUARTERLY REVIEW THE BANK FOR INTERNATIONAL BANKING AND FINANCIAL MARKET http.//www.bis.org/publ/qtrpdf/r qt1403.pdf
INTERNATIONAL DEVELOPMENTS
SETTLEMENTS (BIS)
FeB-14 LisA A. KEISTER, HANG YOUNG DUKE UNIVERSITY THE ONE PERCENT: TOP INCOMES AND WEALTH IN http.//wealthinequality.org/uploads/keister a
LEE SOCIOLOGICAL RESEARCH nd lee - the one percent.pdf
FeB-14 GLOBAL CAPITAL INDEX FEDERAL DEPOSIT CAPITALIZATION RATIOS FOR GLOBAL SYSTEMICALLY http.//www.fdic.gov/about/learn/board/hoeni
INSURANCE IMPORTANT BANKS (GSIBS) DATA As OF SECOND g/capitalizationratios2q13.pdf
CORPORATION QUARTER 2013
Fes-14 JUAN CARLOS CONESA, STONY FEDERAL RESERVE IS IT TOO LATE TO BAIL OUT THE TROUBLED http.//www.econ.umn.edu/~tkehoe/papers/ba
BROOK UNIVERSITY AND BANK OF COUNTRIES IN THE EUROZONE? ilouteurozone.pdf
TIMOTHY J. KEHOE, UNIVERSITY MINNEAPOLIS
OF MINNESOTA
FeB-14 @YSTEIN OLSEN: ECONOMIC THE BANK FOR ANNUAL ADDRESS BY MR @YSTEIN OLSEN, http.//www.bis.org/review/r140214a.pdf?fra
PERSPECTIVES INTERNATIONAL mes=0
SETTLEMENTS (BIS)
Fes-14 PHILIP TURNER THE BANK FOR THE GLOBAL LONG-TERM INTEREST RATE, FINANCIAL | http.//www.bis.orq/publ/work441.pdf

INTERNATIONAL
SETTLEMENTS (BIS)

Risks AND Poticy CHOICES IN EMES



http://www.bis.org/statistics/dt1920a.pdf
http://www.bis.org/publ/work448.pdf
http://dealbook.nytimes.com/2014/04/28/bank-of-america-suspends-buyback-and-dividend-increase/
http://dealbook.nytimes.com/2014/04/28/bank-of-america-suspends-buyback-and-dividend-increase/
http://dealbook.nytimes.com/2014/04/28/bank-of-america-suspends-buyback-and-dividend-increase/
http://www.bis.org/statistics/rppb1404.pdf
http://www.bis.org/statistics/gli/gli_mar14.pdf
http://www.bis.org/statistics/gli/gli_mar14.pdf
http://www.bis.org/statistics/r_qa1403_hanx23b.pdf
http://www.bis.org/statistics/r_qa1403_hanx23b.pdf
http://www.bis.org/statistics/r_qa1403_hanx23a.pdf
http://www.bis.org/statistics/r_qa1403_hanx23a.pdf
http://www.bis.org/publ/work443.pdf
http://www.bis.org/statistics/rppb1404_detailed.pdf
http://www.bis.org/statistics/rppb1404_detailed.pdf
http://www.bis.org/publ/qtrpdf/r_qt1403.pdf
http://wealthinequality.org/uploads/Keister_and_Lee_-_The_One_Percent.pdf
http://wealthinequality.org/uploads/Keister_and_Lee_-_The_One_Percent.pdf
http://www.fdic.gov/about/learn/board/hoenig/capitalizationratios2q13.pdf
http://www.fdic.gov/about/learn/board/hoenig/capitalizationratios2q13.pdf
http://www.econ.umn.edu/%7Etkehoe/papers/BailoutEurozone.pdf
http://www.econ.umn.edu/%7Etkehoe/papers/BailoutEurozone.pdf
http://www.bis.org/review/r140214a.pdf?frames=0
http://www.bis.org/review/r140214a.pdf?frames=0
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DATE AUTHOR PUBLISHER ARTICLE TITLE URL
JAN-14 LOWELL R. RICKETTS AND FEDERAL RESERVE THE FED'S BLOATED BALANCE SHEET: How WE GoT | http.//www.stlouisfed.org/publications/re/arti
CHRISTOPHER J. WALLER BANK OF ST. Louls HERE AND WHY IT'S FAMILIAR cles/?id=2464
JAN-14 BARRY Z. CYNAMON AND STEVEN | WASHINGTON INEQUALITY, THE GREAT RECESSION, AND SLOW http://pages.wustl.edu/files/pages/imce/fazz,
M. FAZZARI UNIVERSITY IN ST. RECOVERY cyn-fazz consinequ 130113.pdf
Louls
JAN-14 RICARDO FUENTES-NIEVA, HEAD | OXFAM WORKING FOR THE FEW POLITICAL CAPTURE AND http://www.oxfam.org/en/policy/working-for-
OF RESEARCH, OXFAM GB; INTERNATIONAL ECONOMIC INEQUALITY the-few-economic-inequality
NICHOLAS GALASSO, RESEARCH
AND POLICY ADVISOR, OXFAM
AMERICA
JAN-14 ANDREW G HALDANE: THE BANK FOR REMARKS BY MR. ANDREW G HALDANE, EXECUTIVE http://www.bis.org/review/r140314b.pdf
AMBIDEXTERITY INTERNATIONAL DIRECTOR, FINANCIAL STABILITY, BANK OF ENGLAND,
SETTLEMENTS (BIS)
JAN-14 LucA ERRICO, ARTAK INTERNATIONAL MAPPING THE SHADOW BANKING SYSTEM THROUGH | http://www.imf.org/external/pubs/ft/wp/2014
HARUTYUNYAN, ELENA MONETARY FUND A GLOBAL FLOW OF FUNDS ANALYSIS /wp1410.pdf
LOUKOIANOVA, RICHARD
WALTON, YEVGENIYA
KORNIYENKO, GORAN AMIDZIC,
HANAN ABUSHANAB, HYUN
SONG SHIN
DEC-13 JAMES BULLARD FEDERAL RESERVE SEVEN FACES OF “THE PERIL” http://research.stlouisfed.org/publications/revi
BANK OF ST. Louls ew/10/09/bullard.pdf
DEc-13 MATTHIEU BUSSI ERE, GONG NATIONAL BUREAU FOR A FEW DOLLARS MORE: RESERVES AND http.//www.nber.org/papers/wi19791
CHENG, MENZIE CHINN, AND OF ECONOMIC GROWTH IN TIMES OF CRISES
NOBEMIE LISACK RESEARCH
Dec-13 STEPHEN CECCHETTI THE BANK FOR NAVIGATING THE GREAT RECESSION: WHAT ROLE http://www.bis.orq/publ/bppdf/bispap74.pdf
INTERNATIONAL FOR MONETARY POLICY? (OPENING REMARKS BY
SETTLEMENTS (BIS) STEPHEN CECCHETTI)
Dec-13 BIS QUARTERLY REVIEW THE BANK FOR BANKS LOSE GROUND TO NON-FINANCIAL http://www.bis.org/publ/qtrpdf/r qt1312.pdf
INTERNATIONAL CORPORATES
SETTLEMENTS (BIS)
DEC-13 ENRICO PEROTTI, UNIVERSITY OF | THE CENTRE FOR THE ROOTS OF SHADOW BANKING http.//www.cepr.orqg/sites/default/files/policy
AMSTERDAM, ECB AND CEPR EconoMIc PoLicy insights/policyinsight69.pdf
RESEARCH (CEPR)
DEC-13 DAVID A. PRICE INTERVIEWS THE FEDERAL ECcON Focus, FOURTH QUARTER 2013, Pp. 32-36 http.//www.richmondfed.org/publications/res
MARK GERTLER RESERVE BANK OF earch/econ focus/2013/q4/pdf/interview.pdf
RICHMOND
Dec-13 STEVEN L. SCHWARCZ & ORI WASHINGTON AND THE BANKRUPTCY-LAW SAFE HARBOR FOR http://papers.ssrn.com/sol3/papers.cfm?abstr
SHARON LEE LAW REVIEW DERIVATIVES: A PATH-DEPENDENCE ANALYSIS act id=2351025
Nov-13 | SiLvio CONTESSI, ECONOMIST, LI | THE BANK FOR BANK VS. BOND FINANCING OVER THE BUSINESS http.//research.stlouisfed.org/publications/es,
LI, RESEARCH ASSOCIATE, INTERNATIONAL CYCLE 13/es 31 2013-11-15.pdf
KATHERYN RUSS, ASSOCIATE SETTLEMENTS (BIS)
PROFESSOR AT THE UNIVERSITY
OF CALIFORNIA, DAVIS, AND
NBER RESEARCH ASSOCIATE
Nov-13 | LANEP. HUGHSTON IMPERIAL COLLEGE ON THE PRICING OF NON-TRADABLE ASSETS http://www.fmf.uni-
LONDON li.si/famamef2010/abstracts/hughstonp.pdf
Nov-13 JEAN-PIERRE DANTHINE, VICE THE BANK FOR CAUSES AND CONSEQUENCES OF LOW INTEREST http://www.bis.org/review/r131115a.pdf?fra
CHAIRMAN OF THE GOVERNING INTERNATIONAL RATES mes=0
BOARD OF THE SWISS SETTLEMENTS (BIS)
Nov-13 | THE FINANCIAL STABILITY BOARD | THE FINANCIAL 2013 UPDATE OF GROUP OF GLOBAL SYSTEMICALLY | http://www.financialstabilityboard.org/publica
STABILITY BOARD IMPORTANT BANKS (G-SIBS) (INDUSTRIAL AND tions/r 131111.pdf
COMMERCIAL BANK OF CHINA LIMITED)
0OcT-13 SAMUEL HALTENHOF, SEUNG FEDERAL RESERVE BANK LENDING CHANNELS DURING THE GREAT http://www.federalreserve.qov/pubs/feds/201
JUNG LEE, VIKTORS STEBUNOVS BOARD OF RECESSION 4/201406/201406pap.pdf
GOVERNORS,
UNIVERSITY OF
MICHIGAN
OcT-13 KEVIN L. KLIESEN FEDERAL RESERVE THE FED’S STRATEGY FOR EXITING FROM http.//www.stlouisfed.org/publications/re/arti

BANK OF ST. Louls

UNCONVENTIONAL PoLICY: KEY PRINCIPLES,
POTENTIAL CHALLENGES

cles/?id=2426



http://www.stlouisfed.org/publications/re/articles/?id=2464
http://www.stlouisfed.org/publications/re/articles/?id=2464
http://www.bis.org/review/r140314b.pdf
http://www.imf.org/external/pubs/ft/wp/2014/wp1410.pdf
http://www.imf.org/external/pubs/ft/wp/2014/wp1410.pdf
http://research.stlouisfed.org/publications/review/10/09/Bullard.pdf
http://research.stlouisfed.org/publications/review/10/09/Bullard.pdf
http://www.bis.org/publ/qtrpdf/r_qt1312.pdf
http://www.cepr.org/sites/default/files/policy_insights/PolicyInsight69.pdf
http://www.cepr.org/sites/default/files/policy_insights/PolicyInsight69.pdf
http://www.richmondfed.org/publications/research/econ_focus/2013/q4/pdf/interview.pdf
http://www.richmondfed.org/publications/research/econ_focus/2013/q4/pdf/interview.pdf
http://research.stlouisfed.org/publications/es/13/ES_31_2013-11-15.pdf
http://research.stlouisfed.org/publications/es/13/ES_31_2013-11-15.pdf
http://www.bis.org/review/r131115a.pdf?frames=0
http://www.bis.org/review/r131115a.pdf?frames=0
http://www.financialstabilityboard.org/publications/r_131111.pdf
http://www.financialstabilityboard.org/publications/r_131111.pdf
http://www.stlouisfed.org/publications/re/articles/?id=2426
http://www.stlouisfed.org/publications/re/articles/?id=2426
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DATE AUTHOR PUBLISHER ARTICLE TITLE URL
OcT-13 KEVIN L. KLIESEN FEDERAL RESERVE THE FED’S STRATEGY FOR EXITING FROM http.//www.stlouisfed.org/publications/re/arti
BANK OF ST. Louls UNCONVENTIONAL PoLIcY: KEY PRINCIPLES, cles/?id=2426
POTENTIAL CHALLENGES
Sep-13 EMMANUEL SAEZ Uc BERKELEY STRIKING IT RICHER: THE EVOLUTION OF TOP http://eml.berkeley.edu/~saez/saez-
INCOMES IN THE UNITED STATES (UPDATED WITH UStopincomes-2012.pdf
2012 PRELIMINARY ESTIMATES)
Sep-13 BY DAVID LUTTRELL, TYLER FEDERAL RESERVE ASSESSING THE COSTS AND CONSEQUENCES OF THE http.//www.dallasfed.org/research/eclett/201
ATKINSON AND HARVEY BANK OF DALLAS 2007-09 FINANCIAL CRISIS AND ITS AFTERMATH 3/el1307.cfm
ROSENBLUM
AUG-13 | JEREMY BULOW, PAUL STANFORD MARKET-BASED BANK CAPITAL REGULATION http://siepr.stanford.edu/?q=/system/files/sha
KLEMPERER UNIVERSITY OXFORD red/pubs/papers/mbbcrfinal08.22.13.pdf
UNIVERSITY
JUN-13 BY JAGIIT S CHADHA, PHILIP THE BANK FOR THE INTEREST RATE EFFECTS OF GOVERNMENT DEBT | http://www.bis.org/publ/work415.pdf
TURNER AND FABRIZIO ZAMPOLLI | INTERNATIONAL MATURITY

SETTLEMENTS (BIS)

APR-13 ADAM SCHNEIDER, CHIEF DELOITTE CENTER GROWTH AND EVOLUTION OF THE U.S. SHADOW http://richmondfed.org/conferences and eve
ADVISOR, DELOITTE CENTER FOR FOR FINANCIAL BANKING SYSTEM nts/banking/2013/pdf/cms 2013 deloitte.pdf
FINANCIAL SERVICES SERVICES

APR-13 THE OESTERREICHISCHE EUROPEAN CENTRAL | BOP REPORTING REGULATION 1/2013 CONCERNING | https://www.ecb.europa.eu/home/html/index.
NATIONALBANK BANK STATISTICAL REPORTS ON CROSS-BORDER CAPITAL en.html|

TRANSACTIONS

FeB-13 MELANIE L. FEIN, FORMER FEIN LAW OFFICES THE SHADOW BANKING CHARADE https.//www.sec.qov/comments/s7-04-
SENIOR COUNSEL TO THE BOARD | (PUBLISHED BY THE 09/570409-95.pdf
OF GOVERNORS OF THE FEDERAL | SECURITIES AND
RESERVE SYSTEM EXCHANGE

COMMISSION)

Fes-13 BY PHILIP TURNER THE BANK FOR BENIGN NEGLECT OF THE LONGTERM INTEREST RATE | http://www.bis.org/publ/work403.pdf

INTERNATIONAL

SETTLEMENTS (BIS)

JAN-13 JUTTA BOLT AND JAN LUITEN THE MADDISON THE FIRST UPDATE OF THE MADDISON PROJECT RE- http://www.qqgdc.net/maddison/maddison-
VAN ZANDEN PROJECT ESTIMATING GROWTH BEFORE 1820 MADDISON- project/publications/wp4.pdf
PROJECT WORKING PAPER WpP-4
NOV-12 | THE FINANCIAL STABILITY BOARD | THE FINANCIAL UPDATE OF GROUP OF GLOBAL SYSTEMICALLY http://www.financialstabilityboard.org/publica
STABILITY BOARD IMPORTANT BANKS (G-SIBS) NOVEMBER 2012 tions/r 121031ac.pdf
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"Hangyoung.Lee@duke.edu This paper presents updated evidence showing that both income and wealth are very highly concentrated
in the United States but that the concentration of wealth, particularly financial wealth, is extremely high.

i In the November 2012 update, the G-SIBs were allocated to buckets corresponding to the higher loss absorbency requirements that
they would be required to hold from January 2016.

it Tanya and Cinque have been arrested for robbing the Hibernia Savings Bank and placed in separate isolation cells. Both care much
more about their personal freedom than about the welfare of their accomplice. A clever prosecutor makes the following offer to each.
“You may choose to confess or remain silent. If you confess and your accomplice remains silent | will drop all charges against you and
use your testimony to ensure that your accomplice does serious time. Likewise, if your accomplice confesses while you remain silent,
they will go free while you do the time. If you both confess | get two convictions, but I'll see to it that you both get early parole. If you
both remain silent, I'll have to settle for token sentences on firearms possession charges. If you wish to confess, you must leave a note
with the jailer before my return tomorrow morning.” The “dilemma” faced by the prisoners here is that, whatever the other does, each
is better off confessing than remaining silent. But the outcome obtained when both confess is worse for each than the outcome they
would have obtained had both remained silent. A common view is that the puzzle illustrates a conflict between individual and group
rationality. A group whose members pursue rational self-interest may all end up worse off than a group whose members act contrary
to rational self-interest” Stanford Encyclopedia of Philosophy.
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