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IMF demands end of democracy in Australia’s
banking system, full ‘bail-in’

The International Monetary Fund (IMF)
is demanding that Australia move beyond
the back door “bail-in” scheme passed last
year, and enact a full, statutory bail-in re-
gime that explicitly includes seizing depos-
its to prop up failing banks.

And to ensure the Australian people who
would lose their savings cannot persuade
the government to block a bail-in order, the
IMF is also demanding an end to all dem-
ocratic safeguards over the Australian Pru-
dential Regulation Authority (APRA), the
banking regulator in charge of bail-in.

The IMF’s February 2019 Financial Sys-
tem Stability Assessment for Australia
makes clear that the agenda is to end Aus-
tralia’s sovereign control of its own bank-
ing system, so that global banking author-
ities can dictate the confiscation of Austra-
lians’ savings to avert a global financial cri-
sis, and the Australian people and govern-
ment will be powerless to stop it.

Whose ‘financial stability’?

The IMF’s Assessment of Australia was
based entirely on the criteria of “financial
stability”, which is the pretext for bail-in.
The Assessment’s main author, Nigel Jen-
kinson, chief of the IMF’s Financial Super-
vision and Regulation Division, has been
on the Financial Stability Board (FSB) since
its founding in 2009. The FSB is based at
the Bank for International Settlements (BIS)
in Basel, Switzerland, and is the command
centre of the push for a global bail-in re-
gime.

The FSB was created to ensure there
would not be a recurrence of the 2008
global banking meltdown triggered by the
collapse of US investment bank Lehman
Brothers. Instead of ending the reckless and
criminal practices of the banks, however,
by restoring successful regulations such as

the Glass-Steagall separation of banking
from speculation, and cracking down on
the banks’ gambling in the dangerous de-
rivatives that had caused the crisis, the FSB
developed bail-in. Its purpose is to ensure
that in future, banks facing collapse won't
be allowed to fail and set off a chain-reac-
tion collapse like Lehman did; rather, the
authorities would prop them up by seizing
the funds of their customers and creditors.

This bail-in policy is evil, unjust and
insane. It seeks financial stability for the
banking system by destroying the financial
stability of depositors and creditors. This
will actually destroy confidence in banks!

Statutory bail-in of deposits

Bail-in has been legislated in the USA,
UK, EU, Canada and New Zealand. An ini-
tial form of so-called contractual bail-in
was snuck through the Australian parlia-
ment in February 2018 with only a hand-
ful of MPs and Senators present. Now the
IMF is saying that’s not enough:

“More needs to be done to ensure that
the authorities are well-positioned to re-
solve a systemically important bank or to
address a systemic banking crisis”, the As-
sessment demands. That “more” is statuto-
ry bail-in powers, which means a law giv-
ing APRA power to bail in whatever is nec-
essary to save a bank.

The IMF is demanding this because it is
taking the government at its word that the
conversion and write-off provisions in the
APRA crisis resolution powers law snuck
through last year don’t extend to deposits:
“in the absence of provisions on statutory
bail-in”, the IMF states in a footnote, “such
conversion and write-off provisions cannot
be applied more broadly to other bank lia-
bilities (excluding insured deposits).”

However, the CEC and other experts



including former APRA Principal Research-
er Dr Wilson Sy, leading banking analyst
Martin North and outspoken economist
John Adams have shown this isn’t true, and
in fact the existing law includes a huge
loophole that is a back door for the bail-in
of deposits. But in accepting the govern-
ment’s claim and saying it isn’t enough, the
IMF is proving that the whole point of bail-
in is to seize deposits.

(The IMF’s stipulation that bail-in will ex-
clude “insured deposits”, which are depos-
its up to $250,000 guaranteed by the gov-
ernment’s Financial Claims Scheme (FCS),
is no assurance, as the FCS is not activated
and the government has discretion whether
or not to activate it. Even if true, any bail-in
of deposits over $250,000 will smash thou-
sands of small and medium businesses, lo-
cal authorities, charities, prudent elderly
savers and superannuation cash accounts.)

End democratic safeguards

In the context of statutory bail-in powers
to seize deposits, the IMF demands three
changes to APRA:

1. A clarification of APRA’s responsibili-
ties, which currently are stated as “the pro-
tection of the depositors” of the banks and
“the promotion of financial system stabili-
ty in Australia”, to reflect the fact that “fi-
nancial stability” is the primary objective,
ahead of depositor protection;

2. An end to the Treasurer being able to
direct APRA, and to the current require-
ment that APRA obtain the consent of the
Treasurer to implement certain measures
in a bail-in “resolution”;

3. An end to Parliament being able to
disallow an APRA prudential standard, a
democratic safeguard which the IMF in-
sist “weakens” APRA in terms of its abili-
ty to enforce measures (such as bail-in) to
achieve financial stability.

In Australia’s official response to the IMF,
included in the Assessment, Australia’s au-
thorities disagreed with these latter two
demands to make APRA totally “indepen-
dent”. Worryingly, however, their reason
was not that these demands constitute an
anti-democratic assault on our sovereignty,
but that the democratic controls over APRA
have never been used, implying they never

will. This indicates that for all intents and
purposes, Australia’s banking system is al-
ready under the control of the internation-
al bail-in mafia.

Fight bail-in—make a submission!

Australians must fight bail-in and this
assault on our democracy with all their
strength. We actually have the upper hand,
because the CEC’s tireless campaign against
bail-in since 2013 has made the govern-
ment very nervous about being blamed for
stealing deposits. Even the IMF acknowl-
edges in an accompanying Technical Note
that “Australia has adopted a cautious pub-
lic stance on creditor bail-in.”

The most important way Australians can
fight this agenda immediately is by mak-
ing a submission in support of the Banking
System Reform (Separation of Banks) Bill
2019, introduced by Senator Pauline Han-
son on 12 February. The Senate Econom-
ics Legislation Committee is conducting an
inquiry into this bill which, if passed, will
smash the bail-in agenda. It does the exact
opposite to what the IMF demands:

e it fully protects deposits with a Glass-
Steagall-style separation of deposit-taking
banks from speculation; and

e it brings APRA under much tighter par-
liamentary control, so it is democratically
accountable and cannot impose interna-
tional directives such as bail-in that will
hurt the Australian people.

Visit this link http://cecaust.com.au/re-
leases/2019_02_ 18 _Submission.html for
instructions on making a submission to the
Senate Economics Legislation Committee
inquiry into the Banking System Reform
(Separation of Banks) Bill 2019.
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