Francis Drake
steals gold from
the Spanish. After paying

Start of
Crusades

200,000 BC

Homo sapiens originates in Africa

45,000 BC

Columbus lands in
the Americas

stock exchange,
the Amsterdam
Stock Exchange,
is established by the
Dutch East
India Company

End of Ice Age
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2,000 BC

Britain starts to dominate international trade.
Subsequent British Empire is based on slave labour.
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753 BC

First recorded money lending takes place in Assyria and Babylonia
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Start of European colonial expansion; most of the original population of the Americas is wiped out.

Foundation of Athens; subsequent Greek empire is based on slave labour
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With labour more scarce, wages rise.
Many peasants move to the cities.

Foundation of Rome; subsequent Roman empire is based on slave labour
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So-called Dark Ages in Europe

Europeans start to gain more
control over trade routes in
the Eastern Mediterranean.

1095

Wall Street crash.
Start of
Great
Depression

Bretton Woods
Agreement
establishes World
Bank and
International
Monetary Fund
with aim of avoiding
the problems that led to
the Depression

The US
Glass-Steagall
Act
speculation
and separates
investment and
retail banks
(the ”casinos” and
the “piggy banks”)

SECOND
WORLD
WAR

US unemployment rises to 25%.
Depression spreads around world
to US trading partners.
US implements New Deal,
based on the ideas of economist
John Maynard Keynes - regulating

Merchant class becomes more powerful.
Modern states start to take shape in order to manage overseas territories.

1492

1580

1602

1769

1856

Poverty and social
inequality in Brazil
increase

Welfare state is established in the UK. Western countries, keen to seem more attractive than Communist countries, increase progressive taxation and welfare spending.
Many developing country governments
use ‘developmentalist’ policies to reduce
poverty - regulating or nationalising oil,
minerals and other key industries in
order to fund social improvements.

- by 1923 a loaf of bread costs 140 billion marks.

1867

1914

1918 1919

1929

1933

1939

1944 1945

1948

The most successful developmentalist countries
are Brazil, Argentina, Uruguay and Chile.
Social inequality and poverty are reduced
and literacy and health improve.

1950s

In Chile,
General Pinochet
takes power in a
US-backed coup
and immediately
implements
Friedmanite
economic policies

In Argentina,
the military
takes power
in a US-backed coup,
and immediately
implements
Friedmanite
economic policies

Margaret
Thatcher
is elected Prime
Minister

The Chilean economic programme
is designed by ‘Chicago Boys’ University of Chicago economics
graduates.

Ronald Reagan
is elected
US President

Falklands War
makes Thatcher
popular again

Alan Greenspan
is made head of the US
Federal Reserve,
US equivalent to
the Bank of England

“Big Bang”
deregulation
of the
City of London

Thatcher and Reagan implement Friedmanite policies

Start of thirty
years of expansion
sector. The formerly
balanced UK
economy comes to
be dominated by

cheap imports, the Chilean
manufacturing sector has been
destroyed and unemployment,
poverty and social inequality have
all increased hugely.
Unemployment gets so
high that Pinochet is forced to
renationalise some companies.

and attacking trade unions and working conditions.
They also use the World Bank and IMF to promote
corporate interests. The IMF starts imposing Friedmanite
policies on countries it lends to.
UK manufacturing declines, reducing from 35% of total UK
employment in the early 1970s to just over 10% by 2005.

Soviet Bloc disintegrates.
Capitalism has won the
propaganda war.
There follows a reduction
in social welfare policies

Shock Therapy economic
“reforms” forced on Russia,
with mass privatisations
and the lifting of price controls.
Free market policies lead to
widespready poverty
and a drop in life expectancy,
although new oligarchs
grow extremely rich after buying
up underpriced state enterprises

Asian economies go into depression
after the Thai currency collapses
and foreign investors pull their
money out of the region in a hurry.
Thailand, Indonesia and
South Korea are the worst hit.
In one year, $600 bn disappears from
the stock markets of Asia

Greenspan is a militant
advocate of deregulation
and free-market capitalism.

The Washington Consensus is formulated, a set of Friedmanite principles to be imposed on developing countries.
The imposition of these policies, usually in the form of IMF “Structural Adjustment Programmes”,
ruins many developing country economies.

markets can be trusted to
regulate themselves.

The Communist Party loses power in Poland. The new government is forced into free market
Shock Therapy in return for renegotiation of its debt. Consequences are so dire
that mass strikes force the government to stop nationalising.
With the end of the Cold War,
and coming up with extremely complex

House prices rise. UK personal debt trebles. Although wages remain stagnant, cheap credit means people can still buy. The level of cheap Chinese imports increases.

Wages stagnate. Income inequality and executive pay start to increase.

Change in corporate culture: shareholders demand higher dividends; these are obtained by cutting costs, mainly labour costs and tax.

After moving to the right,
the Labour party is elected

In return for emergency loans,
the IMF imposes Friedmanite
economic policies - deregulation,
cuts in government spending
(even though the crisis has not been
caused by overspending)
and privatisations. Amazingly, this
just makes things worse.
24 million people lose their jobs,
child prostitution in Thailand goes up
by 20% and multinationals buy up
Asian companies dirt cheap.

derivatives appear on the market - these are basically bets on prices or on people’s ability to repay loans.
By the end of the 90s, the market for derivatives is worth $50 trillion and is completely unregulated.

The new government gives
control over interest rates
to the Bank of England.
In return, the Banks cedes its
supervisory role over banks
to the new Financial
Services Authority, basically a
The Blair cabinet
continues the Tory party’s
“trickle down” economics
- as long as the rich get richer,
some of the money will
supposedly trickle down
to the people at the bottom.

Glass-Steagall
Act
repealed

After heavy lobbying
from investment banks,
the US government
passes the Commodity
Futures Modernisation Act,
banning the regulation
of derivatives

Investment banks are
now free to gamble
with their customers’
money again.
Chicago School graduates
now include over 25
government ministers
and a dozen
central bank presidents.
Their economic ideology
of privatisation, deregulation
and cuts in public spending

Dotcom bubble
bursts

This leads to an
explosion in the
number of
Collateralised Debt
Obligations
(CDOs).

Trillions lost on
stock market.
Alan Greenspan
cuts interest rates
to keep economy
going.

Terrorist attacks
on US

Enron declares bankruptcy
after trading heavily in derivatives
and committing massive
accounting fraud

The 9/11 attacks make
the markets very nervous.
Greenspan cuts interest
rates further.
Credit is now very cheap,
contributing to the
housing boom.

Basically, Enron
bought things from
itself at made-up
prices. Its CEO was jailed
for 24 years and its
accountants were
put out of business.

China buys up $699 bn of US
government debt, further fuelling
the US credit bubble.

Many employees lost
their life savings.

1964

publish a method that enables traders
to calculate prices based on the
value of the underlying asset.

1965

1973

Invasion of
Iraq

Hank Paulson,
CEO of investment bank
Goldman Sachs,
lobbies the US government
to relax leverage
requirements on banks.
This means that
banks can now lend out
33 times the money
that they actually have

The market in CDOs
is now $4.7 trillion,
up from $275 million
in 2000.
Many CDOs are set up
via part-independent
bank subsidiaries
which have been
to avoid scrutiny
and taxes.

US house prices are now
double what they were
in 1996.
The subprime mortgage
market is now $600 bn,
up from $30 bn in 1996.
Money is knowingly lent
to people who can’t pay it back.

In Argentina, Chicago Boys are placed in key economic posts.
Argentinian military rulers take out huge loans from the US.
When the US increases interest rates dramatically, Argentina’s foreign debt increases from $7.1 bn to $45bn.

$2.105 trillion
worth of derivatives
is being traded
in London
EVERY DAY

1976

1960 to 1979: Economic growth in developing countries is 3% per year. World economic growth is over 3% per year.

1979

1980

1982

1986

1987

1989

The top 0.1% have increased their share from 3.5% to 11.6%.

1991

1997

1980 to 2000: After adopting free market policies, economic growth in developing countries is 1.7% per year. World economic growth is 1.4% er year.

1997

1999

2000

early 2001
TOTAL GLOBAL GDP
= £36 TRILLION

September 2001

December 2001

2003

2004

2006

TOTAL GLOBAL GDP
= £70 TRILLION
Most of this increase
is fuelled by growth
in China
and India

Banks only ever keep a small
proportion of the total money
deposited with them in cash,
so if a lot of customers try to
withdraw their money at once
the bank quickly runs out of cash.
This is known as a bank run.

The ratings agencies are paid for the ratings
by the banks whose products are being
rated. What could go wrong?

Many UK banks have
made risky investments
in this market.

By 2006, the top 1% of US earners have increased
their share of national income from 10% (in 1979) to 22.9%.

Northern Rock
gets emergency support from
the Bank of England after investing
heavily in US subprime mortgages
which drop in value, sparking panic
among savers who withdraw
£4.6 bn over a few days

Massive increase in US foreclosures
and rise in homelessness.
Pension schemes who have been told
that CDOs are safe investments,
rated AAA by ratings agencies such as
Standard & Poor and sold to them by banks
such as Goldman Sachs, lose millions.

.

entrenched.

Economic growth slows down

Over 1 third of US
CDO mortgages
are not being paid back

Hank Paulson
is made US
Treasury Secretary

The increase in CDOs leads to an increase in the availability of mortgages and a huge housing boom.
Alan Greenspan refuses to regulate mortgages, in spite of FBI warnings of an epidemic of mortgage fraud.

The worldwide derivatives market

Hayek and Friedman are both teaching economics at the University of Chicago.
Friedman
and that governments should deregulate as much as possible, cut spending and weaken labour laws.
One consequence of his theory is that it is unrealistic to expect unemployment to drop below 6%.

The Enlightenment - philosophical movement focusing on reason, progress, democracy and freedom.

1346-1352

General Suharto
takes power in
US-backed Indonesian coup
and implements
free market policies.
Between 500,000
and 1 million
people are killed.

Friedrich Hayek and Milton Friedman set up the Mont Pelerin Society
of free market economists.

The new standard time also
gives employers more control over
their employees’ hours

The feudal system starts to weaken.
Start of rise of merchant classes.

US loans Britain $4.33 bn ($56bn in today’s money).

Both institutions are dominated by rich countries
because the number of votes a country gets
is proportional to the size of its economy.

95% of UK towns have now
switched over to London Time,
in order to standardise
railway timetables.

In Brazil, the
military takes power
in a US-backed
coup and implements
a pro-business economic
programme, much
of it designed by
University of Chicago
graduates

The Marshall
Plan: the US grants
$13 bn to Europe
for reconstruction.
Almost all the money
is spent with

The World Bank is set up to make long term investments in
developing countries and the International Monetary Fund
is set up to promote economic policies that reduce

and creating employment through
public works schemes.

Entrepreneurship increases and the
typical capitalist business changes
from small factories and workshops
to huge corporations.

Mortality rates among poor children reach 80%.
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2,300 BC

FIRST
WORLD
WAR

is limited and so he is not likely to lose
everything he owns.
The existence of limited liability companies
accelerates the accumulation of capital,
in the form of money and resources, and
the rate of technological progress.

The Industrial Revolution brings the transition
from a mercantile economy to a capitalist one
and a huge increase in the use of fossil fuels.
Working conditions deteriorate - the standard
working day is sixteen hours.

Treaty of Versailles
commits Germany
to paying
enormous reparations
for the war

spread out globally
and then be destroyed
by its need for
constant growth

It is now much less risky to start a

9,500 BC
5,400 BC

New law makes it
much easier to set up
Limited Liability
companies

James Watt patents
his steam engine,
facilitating the British
Industrial Revolution

Knights Templars act
as bankers for pilgrims
to Jerusalem so that
they don’t have to
carry cash

Homo sapiens reaches Europe

18,000 BC

Black Death kills
a quarter of the
European population

her share, Elizabeth I
has £40,000 left.
This forms the basis of
the UK’s foreign reserve,
which by 1930 has grown to
£4 billion

Karl Marx publishes
Das Kapital,
a detailed analysis
of the workings of capitalism

2007

Ratio
of bank assets
to equity reaches
peak; Barclays
ratio is 61:3

Investment bank Bear Sterns
runs out of money, one month
after being rated a safe
AA investment

US housing bubble bursts;
prices drop 20%. Finance industry
risk analysts had calculated that
the probability of this happening was
only once every several trillion years,
even though US house prices
dropped by 50% during the early
1990s housing crash.

September 2007

A bank’s equity is the
its assets and its liabilities

between its assets and its liabilities
is very small. If even a small amount
of its assets lose value, the assets may
no longer be larger than the liabilities,
in which case the bank would
be insolvent and have to
stop trading.
In Barclays’ case, if only 1/61
of its assets, which were mainly
in the form of loans, had gone bad
the bank would have
been insolvent.

2008

Iceland goes bust
(the country, not the shop)
after a credit boom fuelled by
newly privatised and
deregulated banks

Insurance giant AIG goes
bust after selling $441 bn
of Credit Default Swaps
- insurance policies
for CDOs.
After buyers fail to keep up
their mortgage payments
the CDOs lose value and AIG’s
credit rating collapses.
The US government bails
AIG out to the tune of $150 bn,
even though the company is
only worth $2 bn,
because of fears of the impact of its
collapse on the rest of the global
economic system.
Paulson and Ben Bernanke
(new head of the Federal Reserve)
insist all CDS holders are paid in full.
Goldman Sachs is paid $14 bn.

A bank’s assets
must always be
larger than its liabilities.

If the ratio of equity to assets
The market in Credit Default
Swaps - insurance policies in case
CDOs aren’t paid back - is now
$62 trillion, up from $920 billion
at the end of 2001. It has increased
by a factor of 67 in 6 years.

More bankruptcies US mortgage giants
Fannie Mae and Freddie
Mac, investment bank
Lehman Brothers,
General Motors, AIG.
Goldman Sachs requires
a taxpayer loan of $10 bn.

Bradford and Bingley is nationalised
at a cost of £41.3 billion

March 2008

September 2008

Iceland’s three biggest banks
go bankrupt after a grotesque
bubble of phoney wealth is created
by a small group of people - maybe
only thirty or forty - selling assets
back and forth to each other.
Before the collapse, the Icelandic
banking sector’s assets were twelve
times bigger than its economy.

UK banks bailed out
with £1.2 trillion of
taxpayers’ money
Public sector pay
is frozen
but bankers retain
their enormous
bonuses

Iceland’s losses are equivalent to
£116,000 for every single person
in the country.

UK government
debt is £890 billion
The UK deficit is
£90 bn; this is the
amount the
government
spends in one year,
minus the amount it
receives, eg from
taxes. Receipts from
taxes have fallen 10%
in the last year.

Goldman Sachs
declares record

Goldman Sachs staff regard
this level of pay as showing
‘restraint’ - they have only
paid themselves 36% of the
bank’s revenues, rather than
the usual 50%.
Meanwhile, the average
pension of a Mississippi
state employee is $18,750;
the Mississippi State Pension Fund
goes on to lead a class action lawsuit
against Goldman Sachs alleging that
the bank defrauded investors when
selling them CDOS. This is one of many
lawsuits against investment banks.

US Tea Party
founded

ConDem
coalition elected.
17 out of 23 cabinet members
are millionaires.

Although it claims to be
a grassroots organisation,
the Tea Party is funded by
billionaires such as the Koch
brothers and defends the
interests of corporations.
Building on public resentment
of the bailout, the Tea Party
succesfully argues that the
about by too much government
regulation rather than
too little.
The Koch brothers also proudly
fund climate change deniers.

The new government successfully
argues that the government deficit
was brought about by high Labour
government spending, rather
than by the bank bailout
necessitated by the financial crisis
and a decline in tax revenue
due to the subsequent recession.
Chancellor of the Exchequer
George Osborne announces
£81 bn cuts in public spending,
with an estimated 600,000 in
public sector job losses and
750,000 job losses in
the private sector.

The Greek
Prime Minister
resigns after the
European Union
imposes spending
cuts as conditions
for a $170 bn loan
He is replaced by
a former Goldman
Sachs employee
EUROZONE CRISIS
Ireland, Greece and Portugal
all require massive bailouts.
The Greek economy implodes after Greece enters
the Euro with very high levels of foreign debt.
In return for the bailout, Greece is forced to accept IMF
austerity measures, which are designed to protect
banks rather than reduce Greece’s debt.
These measures impose widespread hardship on the population.
Greece is also forced to spend billions of euros
buying weapons from France and Germany.
When Greece joined the Euro,
Goldman Sachs helped it

The Prime Ministers
of Italy and Greece
and the head of the
European Central Bank
are now all former
Goldman Sachs
employees.

in order to comply with
the rules for joining.

Surviving banks are doing well
because so many of their competitors
have gone out of business.

CREDIT CRUNCH:
BANKS STOP LENDING ANY MONEY - THE GLOBAL FINANCIAL SYSTEM GRINDS TO A HALT.
COUNTRIES PLEDGE TO REDUCE SPENDING, ALL AT THE SAME TIME. ALL G8 COUNTRIES EXCEPT CANADA HAVE TO BAIL OUT THEIR BANKS.
THE ANGLO-SAXON MODEL OF CAPITALISM HAS FAILED

October 2008

2008

2009

2009

2009

2010

2011

Average US CEO [boss]
“compensation”
is now 300 times that of
the average worker,
up from 30 to 1 in the 1970s.
Company investment is
kept to a minimum
in order to divert money
to shareholders
and executives
UK government
debt is £1.0225 trn;
is £126 bn.

The Spanish economy is in big
trouble after its housing bubble
bursts.
When Spain entered the Euro,
interest rates were so low that the
Spanish stopped saving and
borrowed heavily, fuelling a vast
construction bubble.
When property prices fell after the
2008 Credit Crunch, over two million people
lost their jobs, households stopped spending
and tax revenues dropped.
Unemployment among young people
is now over 50%.
It is costing the Spanish government
nearly 7% to borrow money; it was when
their borrowing costs hit 7% that Ireland,
Greece and Portugal were forced
to ask for bailouts.

Economists, politicians
and the finance sector
continue to perpetuate the myth
that the only possible economic system
is one based on perpetual growth.
However, global resources
are finite, as is the planet’s
capacity to absorb pollutants.
Alternative economic models
such as the non-growth
“steady state” model, and the lessons
of the depression, are also
ignored by most mainstream
economists and politicians.
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