ECONOMIC
WARFARE

s

SECRETS
ofF WEALTH CREATION IN THE

AGE o WEEEMNRERE@LTTICS

IFASD K. A B D E L NuGEu

WITHEH WESLEY A, WHITTAEKEER






Economic Warfare






Economic Warfare

Secrets of Wealth
Creation in the Age
of Welfare Politics

Ziad K. Abdelnour
with Wesley A. Whittaker

WILEY
John Wiley & Sons, Inc.



Copyright © 2012 by Ziad A. Abdelnour. All rights reserved.
Published by John Wiley & Sons, Inc., Hoboken, New Jersey.
Published simultaneously in Canada.

No part of this publication may be reproduced, stored in a retrieval system, or
transmitted in any form or by any means, electronic, mechanical, photocopying,
recording, scanning, or otherwise, except as permitted under Section 107 or 108 of the
1976 United States Copyright Act, without either the prior written permission of the
Publisher, or authorization through payment of the appropriate per-copy fee to the
Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers, MA 01923, (978)
750-8400, fax (978) 646-8600, or on the Web at www.copyright.com. Requests to
the Publisher for permission should be addressed to the Permissions Department,

John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, (201) 748-6011,

fax (201) 748-6008, or online at http://www.wiley.com/go/permissions.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used
their best eftorts in preparing this book, they make no representations or warranties
with respect to the accuracy or completeness of the contents of this book and
specifically disclaim any implied warranties of merchantability or fitness for a particular
purpose. No warranty may be created or extended by sales representatives or written
sales materials. The advice and strategies contained herein may not be suitable for your
situation. You should consult with a professional where appropriate. Neither the
publisher nor author shall be liable for any loss of profit or any other commercial
damages, including but not limited to special, incidental, consequential, or other
damages.

For general information on our other products and services or for technical support,
please contact our Customer Care Department within the United States at
(800) 762-2974, outside the United States at (317) 572-3993 or fax (317) 572-4002.

Wiley also publishes its books in a variety of electronic formats. Some content that
appears in print may not be available in electronic books. For more information about
Wiley products, visit our web site at www.wiley.com.

Library of Congress Cataloging-in-Publication Data:

Abdelnour, Ziad.

Economic warfare : secrets of wealth creation in the age of welfare politics /
Ziad K. Abdelnour with Wesley A. Whittaker. — 1

p. cm.

Includes index.

ISBN 978-1-118-15012-2 (cloth); ISBN 978-1-118-19765-3 (ebk); ISBN 978-1-
118-197646 (ebk); ISBN 978-1-118-197639 (ebk)

1. Investments—United States. 2. Global Financial Crisis, 2008—2009.
3. Wealth—United States. 4. United States—Economic policy. I. Whittaker,
Wesley A. II. Title.

HG4910.A615 2011

330.973—dc23

2011032044

Printed in the United States of America

10987654321


http://www.copyright.com
http://www.wiley.com/go/permissions
http://www.wiley.com

A return to first principles in a republic is sometimes caused by the
simple virtues of one man. His good example has such an influence
that the good men strive to imitate him, and the wicked are ashamed
to lead a life so contrary to his example.

—Niccolo Machiavelli (1469-1527)






This book is dedicated to Nadia, Karl, and Mark.

I couldn’t have been luckier than having such a family.
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Foreword

by Marc Rowan

hile the financial crisis or Great Recession that began in

2008 dominates our financial consciousness, it strikes me

that the events that began in December 2010 and will
no doubt continue through the U.S. presidential election in November
2012 may have more of a lasting impact on our collective economic
futures.

In December 2010, a mere day apart, rioters in London protesting
cutbacks in tuition aid attacked Prince Charles’s car carrying the prince
and Camilla, while the next day in Tunisia economic frustration set
off a protest that has engulfed the Middle East and has already resulted
in three Arab leaders being deposed.

In the rest of the world, protesters have since taken to the streets
in Greece, Iceland, France, Portugal, Ireland, Israel, China, and else-
where to vent their rage at aid cutbacks, food inflation, lack of
economic opportunity, financial destruction caused by major banks,
changes in retirement age, or government austerity generally. At their
core, these protests are about economic policies or at least changes to
existing economic policies.

Xiil
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The year 2011 represents a turning point where governments
around the globe are finally realizing that the promises that have been
made to voters may no longer be able to be kept and that an endgame
of sorts has been reached where spending in excess of current receipts
may no longer be able to be financed.'

Certainly, the weaker and more heavily indebted economies
around the globe are already experiencing a painful austerity and an
abrupt change to the social contract. On a projected basis the total of
all of the promises made by politicians of all parties to a generation
of voters now exceeds that which many countries can afford to pay
without the destruction of their underlying economies.

It wasn’t until the riots in the United Kingdom in the summer of
2011 that I began to warm to the title of Ziad Abdelnour’s latest
book, Economic Watfare: Secrets of Wealth Creation in the Age of Welfare
Politics.

I found myself trying to explain to my teenagers why the streets
in London near where we lived for a few years had erupted in riots
and anticipating their next question as to whether or not the same
thing could happen in the United States. I explained that, while there
was certainly an element of hooliganism underlying the riots, the
United Kingdom was going through a difficult economic period and
that this was particularly difficult given significantly less economic
and social mobility throughout the population in the United Kingdom
when compared to the United States. It sounded so mundane when
I said it that it took a while for my teenagers to appreciate that
we were having an important conversation about the true nature
of America and how we differ from much of the rest of the
world. America does not have a tradition of class warfare.

The vast majority of Americans have never believed the concept
that one must fail in order for another to succeed. In fact, we have
celebrated those who have achieved economic success in our society
whether in industry, Internet, medicine, fashion, music, finance, or
otherwise, and our system allows for significant economic and social
mobility based on ability and hard work. Further, what happens in
America ultimately influences what happens in the rest of the world.

America is still roughly a quarter of worldwide gross domestic
product and is a beacon for the young and ambitious around the
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world. Was I wrong? Is our great tradition at risk? As the United
States confronts its economic challenges, the debate is no longer about
if we have a problem but rather how we address the prospect of future
deficits and government spending given the ripening of the entitle-
ment promises made by a generation of politicians from both sides of
the aisle to the past 80 years of voters.

With partisan politics at high decibel levels in advance of the
presidential election in 2012 and a fundamental debate taking place
between the “reduce the size of the problem” crowd and the “raise
more money from those who can afford it” crowd, I worry that
certain fundamental premises of our collective economic success are
in jeopardy. Sometimes when the debate is all around us, it takes an
outside observer to make us appreciate how unique our economic
model really is and how privileged we are to live in a country where
we have economic liberty.

Ziad Abdelnour comes from a successful and prominent merchant
family in Lebanon and relocated to the United States in 1982 as that
country was going through a civil war. Ziad is an accomplished busi-
nessman in his own right and has become a trusted adviser and
confidant to many successful families throughout the United States
and the world. Ziad’s passion in defense of the case for individual
economic liberty in the United States is exceeded only by his
contempt for those who have abused the system to the detriment
of all.

Conservatives and liberals will each find much to agree and dis-
agree with in Ziad’s book. Economic Warfare is a timely addition to
the debate and a good history lesson in advance of the next election
of how our modern financial institutions came to be and how far from
the founding fathers’ intent many of them have strayed.

Ziad argues forcefully that much of what we have come to accept
as “progressive” ideas needs to be looked at through a different
prism—a prism of economic liberty. Traditionally, we are taught to
judge the success of a society by how it deals with the least able, most
vulnerable members of that society. Economic Warfare challenges us by
asking whether it is not the reverse that should be true. Shouldn’t we
judge a society by how they treat the most successful? Do we vilify,
tax, expropriate, and condemn those who have succeeded, or do we
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celebrate economic success as the engine that propels our society
toward greater collective well-being?

Economic Warfare’s timing could not be better. As protesters fill the
streets in cities around the globe, and as the United States begins to
frame the solutions to our deficit issues, Ziad takes a refreshing look
at the U.S. system and offers some strong advice as to how not to
destroy that which has made our country unique.

Many of Ziad’s concerns are reminiscent of a recent quote from
the Financial Times:

Given the concentration of savings among a minority of the
population, soaking the rich will be easier than slashing entitle-
ment spending. But paralysis in Washington and the Fed’s dual
mandate could result in a third path equally devastating to the
wealthy: allowing inflation to debase private savings while easing
indebtedness. Either way, America’s outnumbered savers may
succumb to the tyranny of the majority.

I have known Ziad for more than 25 years since our time together
at the Wharton School and as a coworker at Drexel Burnham Lambert
in the mid-1980s. I truly admire Ziad’s passion as well as his ability
to see events and trends for what they are. Ziad’s outsider’s perspec-
tive on what is great about the United States and what we are in
danger of losing is timely and informative and an important contribu-
tion to the debate going forward.

Marc Rowan

Partner

Apollo Global Management, LLC
www.agm.com/Home.aspx
August 2011

Note

1. John Maudlin, Endgame (Hoboken, NJ: John Wiley & Sons, 2011).
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Foreword

by Herman Cain

he natural state of our economy is prosperity. Freedom guar-
antees that. The only force capable of undermining it is
government. Economic Warfare tells that truth.

We are stuck in the worst economic recovery since the Great
Depression. It is so bad that at this point into the recovery, we are 8
million jobs short of being tied for last place with the previous worst
recovery. Our gross domestic product is a trillion dollars or two short
of where it should be, and a multiple of that in terms of wealth has
dissipated. Our economic weakness has now become a top national
security threat.

Did the market fail or did the government fail? If so, how? I have
made my business career by asking the right questions. Are we work-
ing on the right problem? Do we have the right people? Are we
close enough to the action? Ziad Abdelnour’s strong suit is to ask
questions until the bottom line is found. He has surrounded himself
with outstanding people and an unmatched network. You can’t get
closer to the action than he, particularly at the level at which he
operates.

Xvil
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Abdelnour lays out in detail that even the most well-meaning
government policies have unintended consequences that have harmed
the economy. If government policies were held accountable the way
private businesses are, the scoreboard would say government is failing
to help people.

This book makes one of the strongest cases yet that to have a
warm heart, one must have clear eyes. Abdelnour sees clearly, and his
vantage point is the front line of battle over the future of our country.

There are few problems in the world that economic prosperity
cannot help solve. Yet the engines of that prosperity are under fierce
attack. The forces that seek power over others have gained the upper
hand against those that seek freedom. By harming wealth creation,
they cause even more strain on society. Historically, this is nothing
new. State domination over its subjects has roots that connect statism,
totalitarianism, communism, and socialism to more modern-day vari-
ants of liberalism and progressivism. It is a constant fight and we must
win.

As Abdelnour illustrates, the forces against wealth creation acceler-
ate when the Progressives are in power. They forced Obamacare and
“Dodd Frankenstein Financial Deform” upon us. Unlike the elected
representatives who voted for those bills, Abdelnour actually read
them and offers us his chilling dose of reality.

It speaks volumes of the resiliency of the American economy to
still be standing after the onslaught of economic policy termites eating
away at the foundation for so long. We now face a perfect storm, but
we will fight back. One only needs to observe the unrest across the
world to imagine what life will become here if we don’t get our
economy turned around soon.

But how? It is not as though people lose sight of simple principles
in a complex society as much as it is a Progressive tactic to confuse
people. For example, if the world consists of two farmers, and one is
paid government benefits, who pays? Exactly. The other farmer pays.
Redistribution is a negative-sum game, and people understand that.

In another example, if one farmer raises cattle and the other grows
vegetables, they are both better oft through voluntary trade. Making
other people better oft is the only way to satisfy your needs. Is it bad
that some people make many people better off? Do you deserve a
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special attack by government if you make millions of people better
off? Voluntary exchange is a positive-sum game.

Abdelnour wuses great skill explaining how a complex global
economy still boils down to a few of those core principles. He reveals
tactics used by the Progressives to confuse people through victimhood,
race baiting, and preying on the compassionate sensibilities of most,
and shows how to defeat them.

A great example is Abdelnour’s investigation that uncovers the
true underpinnings of the mortgage crisis. It may be the best diagnosis
you will read. As you will see, it was a colossal failure of government,
the remedy of which is not to bail out and subsidize failure.

But trade and wealth creation is not all upside. It is failure, too.
Failure is a necessary component to growth and success. Babe Ruth
struck out 1,330 times but also hit 714 home runs. We need to let
failing entities fail. Only then will successtul people turn these enter-
prises back into wealth-creating vehicles again. “Too big to fail” is a
concept that perpetuates failure and saps vitality from the rest of the
wealth creators to do so.

Wealth creation is not a business suited to those whose skill set
consists of voting “present.” It requires decision making, risk taking,
hard information, discipline, insight, and intelligence. Abdelnour is
generous with his valuable insight. He offers a range of opportunities
so that each of us can find our role in the battle. He shares lessons
for all of us to absorb.

In true nonpolitician, business-like fashion that makes me proud,
Abdelnour focuses on commonsense solutions. We have gotten away
from the 10th Amendment. The only equal outcome for all that can
be achieved by the federal government is misery for all. It is not that
people shouldn’t be helped. It is that in most cases, it is not the role
of the federal government to do so.

He gives us a penetrating look at each major department and
shows how a return to the 10th Amendment will reduce spending,
limit the scope of government so freedom expands, and ultimately
how that will lead to improved wealth creation, which is the only
demonstrated way to help people. We know what happens when
Progressives have full control and no opposing forces to draw battle
lines. It’s called Detroit.
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Join me in support of his prescription to reassess all regulation
against a standard of whether it creates more entrepreneurs. Then
install a Fair Tax and sound money, and the economy would boom
for a decade or more. By adding more engines to the train, it increases
the number of cars that will be pulled along.

In whose hands should you place your trust for improving the
economy? An entrepreneur, whose job it is to solve problems for a
profit? Or a bureaucrat, whose job it is to cause problems for a profit?
I know where I put my trust, and I'm sure 90 percent of us agree.
We outnumber them, so let’s act like it.

Ziad Abdelnour is a shining example that immigrants make our
country stronger. He came here legally, and he came here to produce.
He used freedom to pursue his dreams. God bless him for having big,
big dreams. For as much wealth as he has created for entrepreneurs
worldwide, he has generated a multiple of that for society. He’s a
reminder that the American Dream isn’t a house, or any property,
or the consumption of any good. It is to be productive creating
wealth.

Get ready for a no-holds-barred attack on the forces aligned
against prosperity. As a person who gets accused of flunking Political
Correctness 101, I have to admit his candor and bluntness will send
a wake-up call to some. I find it refreshing that he not only is willing
to take many tough stands, but never once leaves you guessing where
he stands.

This could indeed be the most important book you read all year.

We all must find in Economic Warfare what we can do to be part
of the solution. For some, it may be expanding your investing or
operating horizons. For others, it may be picking up the weapon of
knowledge and defeating the enemy by casting a crucial vote.

The very people whose policies unleashed the attacks on our
economic foundation are waging a full-blown assault on the true
wellspring of business formation, innovation, and job creation: the
wealth creators.

When you see how the Washington—Wall Street corridor, which
I call the Chaos Industry, profits at the expense of average Americans,
you will want to take action. He pulls back the curtain and reveals
who is stealing our birthright. Progressive policies have failed. Their
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“throw sand in the gears, then blame the engine” approach to running
the country is running it into the ground. The time to go along to
get along is over.

This is for those who aspire to be rich the old-fashioned way, by
understanding that consumers ultimately have the say over who
becomes rich.

The turnaround must come from outside of the Washington
establishment. It must come from you, Ziad Abdelnour, and me.
Battle lines have been drawn. Now is time to rise up, band together,
and use knowledge as our ammunition and our votes as weapons.

On one side of the battle are the fakers and takers. On the other
side, there is Abdelnour and all of the wealth creators. Who offers
you more opportunity?

The Founding Fathers did their job. We must be the Defending
Fathers. Consider Economic Warfare as a modern version of the Federalist
Papers. When you’re done reading it, you will join me in hoping Ziad
Abdelnour soon makes good on his promise to keep writing more.

[ am up to his challenge of creating 50 million new millionaires.
As some of you may know, this book is scheduled to be published at
a time when I am running for the office of President of the United
States of America. My private-sector experience tells me the govern-
ment doesn’t create wealth, jobs, or prosperity. I am confident that
by getting the government off your back, out of your way, and out
of your pocket, you will do the rest. Fifty million is a lot, but I will
give it my best if you do the same.

Abdelnour does society a great service in laying bare the destruc-
tive fallacies of Keynesian economics. For that, he earns an honorary
doctorate in “CAIN-sian” economics: the economics of growth,
opportunity, and wealth creation.

One of my favorite political lines on the campaign trail comes
from former U.S. Senator Everett Dirksen. He once said, “When they
feel the heat, they will see the light.” It is no coincidence that Ziad
Abdelnour’s name translates into “one who brings light to the world
in abundance.” He shines light on what we all need to know so that
we can bring heat to those elected to represent us.

The Cold War was won without firing a shot. Armed with
Abdelnour’s insights, perspective, and wisdom, victory will be secured
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at the ballot box in support of policies that pay respect to the fact
that the true American Dream i1s wealth creation.
Renew wealth creation and renew the American Dream.

Herman Cain
2012 Republican presidential candidate
http://www.hermancain.com/
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Prologue

t was a lazy, hazy Sunday morning, late in the summer of 2010.
II had just brewed myself a cup of coftee and was browsing

through the paper while my computer booted up. It was routine
for me to check in with my social networks every morning, just to
stay in touch with my family, friends, and business associates. A
message popped up on LinkedIn. It was a message from Ziad Abdelnour
to the members of the Financial Policy Council group. The message

said:

I need a ghost writer to help me put the zillion ideas running
in my head in a clear and succinct fashion in a book that will
totally “revolutionize” the financial world from a real Shock and
Awe perspective. I already put most of my thoughts on paper
and in blogs. Need though a real smart and reliable person who
can help me accelerate the process; given time is of the essence
and I don’t have much time on my hands these days. What do

you guys say?

I had met Ziad online in 2006 when I was looking for someone
to handle a deal that my firm couldn’t. Ziad ran a private family office

Xx111
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in New York called Blackhawk Partners Inc., which was a recognized
player in private equity finance. I was working for a funding consul-
tant out of Montana. Ziad had a blog on his web site and I often
commented. He seemed to like my comments. We’d talked a few
times on the phone on financial topics. I would ask him questions,
and he would always answer them promptly and diligently.

I had a strong respect for Ziad and was honored when he invited
me to join his LinkedIn groups for Blackhawk Partners and the
conservative fiscal think tank, Financial Policy Council. Still, T felt
comfortable enough to privately reply to his query, asking if he needed
someone to write his Christmas cards. I thought it might start oft his
Sunday with a chuckle and thought nothing more of it. Less than 15
minutes later, my cell phone rang. It was Ziad.

“If anyone else had sent me such a flippant response as this to my
serious request,” he said in a measured and deliberate tone, “I would
have sent them back a searing reply that would have set their screen
on fire.”

He paused.

“But you, sonofabitch, you can write.”

Thus began what can only be described as a powerful and magical
journey into the world of a very smart, focused, and gracious man; a
Machiavellian “iron fist in a velvet glove” kind of man who wears
his power with a comfortable awareness and a confident humility. He
is an extremely astute and very successful businessman who operates
on the principle of utilizing the best, most comprehensive intelligence
in order to achieve flawless and ruthless execution. He is feared by
some, respected by most, and admired by many.

I hope I have been able to paint an accurate portrayal of Ziad Khalil
Abdelnour. His name literally translates into “One who brings light to
the world in abundance.” That is truly his mission. I believe this book
will bring the Light of Truth to the many people who have been kept
in the darkness for far too long. Maybe it will even spark an open and
honest debate about economics and free market enterprise.

I am honored to have played a part in its creation.

Wesley A. Whittaker
July 2011



