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David Smick keeps a low profile, but experts consider him one of the most insightful financial
market strategists in the world. For more than two decades, he has conferred with central
bankers (such as Alan Greenspan and Ben Bernanke) and advised top Wall Street executives
and investors, from George Soros to Michael Steinhardt to Stan Druckenmiller. Political leaders
(from Bill Bradley to Jack Kemp) have regularly sought his policy advice.The World Is Curved
picks up where Thomas Friedman’s The World Is Flat left off, taking readers on an insider’s tour
through the private offices of central bankers, finance ministers, even prime ministers. Smick
reveals how today’s risky environment came to be—and why the mortgage mess is a symptom
of potentially far more devastating trouble. He wrestles with the two questions on everyone’s
mind: How bad could things really get in today’s volatile economy? And what can we do about it?
Drawing on riveting anecdotes in language anyone can understand, Smick explains:Why the
churning cauldron we call China (the next great bubble to burst) represents a powerful threat to
everyone’s pocketbookHow Japanese housewives have taken control of their nation’s savings,
and why it matters to usHow greed-driven bankers and investment bankers have put everyone’s
pensions and 401(k)s at riskWhy today’s “incredible shrinking central banks” may not be able to
save us when the next crisis hitsWhy the big-money Russian, Chinese, Saudi, and Dubai
sovereign wealth funds represent a tectonic shift in global financial power, away from the United
States, Europe, and JapanWhy the world desperately needs a “big think” financial doctrine to
guide today’s dangerous ocean of moneyThe World Is Curved is the rare book that speaks
simultaneously to the Wall Street, Washington, and London elite, yet its apt storytelling shows
Main Street readers how to survive in these turbulent times.

a"The World Is Curved" is an essential read for those who wish to understand the workings,
politics, and distresses of the global financial system. David Smick has done an outstanding job
in drawing on his interactions with many of the key players in international finance to produce an
insightful and entertaining book.aaAlan Greenspan, former chairman of the Federal Reserve
Board; author of "The Age of Turbulence"aDavid Smick understands, as few do, that
international finance depends on politics and passions as much as on policies. Agree or
disagree, his sense of where we have been and where we are going deserves close attention.
He writes in a way that makes giving close attention a pleasure.aaLawrence H. Summers, former
U.S. secretary of the treasuryaSmick is a world-class thinker. Any serious investor must read
what he has to say.aaBarton M. Biggs, Traxis Partners; author of "Hedgehogging" and "Wealth,
War, and Wisdom"a"The World Is Curved" makes transparent all the challenges facing todayas
new global economy. Read along while Smick exposes the hidden global economic dangers and
what steps must be taken to correct an imperfect system.aaBill Bradley, former U.S.



senatora"The World Is Curved" affords an engrossing look at the edifice upon which global
finance has been built. Itas a vision we ignore at our peril.aaGeorge P. Shultz, former U.S.
secretary of stateaThis is a very inspiring and intellectually stimulating book that makes
remarkably transparent a number of factors behind the booms and busts of todayas global
finance.aaJean-Claude Trichet, president, European Central Banka"The World Is Curved" is a
brilliant, if disturbing, exposA(c) of todayas global financial minefields and an equally compelling
description of possible remedies. The next president would do well to read this
book.aaLawrence Eagleburger, former U.S. secretary of state --This text refers to an out of print
or unavailable edition of this title.From School Library JournalThe 2007–08 subprime financial
crisis is the jumping-off point for Smick's (Johnson Smick International) examination of current
threats to global prosperity. He explains that although the subprime losses are small in the
context of world financial markets, a lack of transparency has diminished investor confidence,
dried up financial liquidity, and threatened the very foundations of our world financial system. He
says that the growth of global financial markets has made it more difficult for central banks like
the U.S. Federal Reserve to intercede effectively in times of crisis. Smick compares the
subprime crisis to past events like the UK's forced devaluation of the pound in 1992 and Japan's
economic stagnation in the 1990s. He warns of pending dangers like an overheating of the
Chinese development juggernaut and the present calls for protectionism by U.S. politicians. He
favors a global financial system built on transparency and trust. Smick's role for some 30 years
as an economic adviser to central bankers and legislators of all stripes gives him a solid
perspective on the global financial system. This summing-up of the subprime debacle and other
global financial threats, aimed at general readers, is first rate; highly recommended for all public
and academic libraries.—Lawrence Maxted, Gannon Univ. Lib., Erie, PACopyright © Reed
Business Information, a division of Reed Elsevier Inc. All rights reserved. --This text refers to an
alternate kindle_edition edition.From Publishers WeeklyConfronting the ever-increasing
challenges of globalism and the economic problems plaguing the U.S. from a downward
spiraling value of the dollar to the subprime mortgage crisis, Smick argues again and again that
the solution to the problem is deregulation and encouraging entrepreneurship. While he
examines the U.S. in relation to other emerging and potentially powerful markets (China and
India, in particular), Smick argues weakly against Thomas Friedmans more utopian or
opportunistic points of view. Jim Bond delivers the book in an accessible and gentle tone.
Smicks prose can be a bit inundating, but Bond balances speed with emphasis to keep listeners
attention. A Portfolio hardcover (reviewed online). (Sept.)Copyright © Reed Business
Information, a division of Reed Elsevier Inc. All rights reserved. --This text refers to an out of print
or unavailable edition of this title.From AudioFileJim Bond is a calm interpreter of this prescient
analysis of how global economic forces will impact American life. With impressive phrasing,
nuances, and energy variations, he makes this audio sound appealing without competing with
the flow of ideas. He is one of the best voice pros we have for analytical writing like this. This
terrifying book outlines the reasons for the 2007-2008 mortgage crisis and actually predicted



with stunning clarity the October stock market meltdown. The articulate author, an international
economist and presidential advisor, gives often-contrarian explanations of what suppresses
creative capital allocation and how tax policy and class warfare force business overseas. His
practical language and logical organization make these ideas accessible to a wide range of
consumers, businesspeople, and policymakers. T.W. © AudioFile 2008, Portland, Maine --This
text refers to an out of print or unavailable edition of this title.About the AuthorDavid M. Smick
advises some of the world’s most successful money managers through his investment and
strategic consulting firm, Johnson Smick International, Inc. He is also the founder, editor, and
publisher of The International Economy, an acclaimed quarterly. He has served as an adviser to
both Republican and Democratic presidential candidates and has written for such publications
as The Wall Street Journal and The New York Times. Smick and his family live in Washington,
D.C. --This text refers to an out of print or unavailable edition of this title.Read more
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Praise for The World Is Curved“The World Is Curved presents a brilliant picture. It is a must-read
for investors, policymakers, and anyone worried about the challenges facing today’s global
financial system.”—Stan Druckenmiller, Duquesne Capital Management “David Smick, who
founded The International Economy and made it into a highly respected magazine on world
economic affairs, now offers us a trenchant and timely analysis of the downside of financial
globalization. Capital flows are the soft underbelly of globalization, and no one who values the
enormous benefits of globalization of trade and multinational direct investments can afford to
miss out on reading this important book.”—Jagdish Bhagwati, Columbia University; author of In
Defense of Globalization “There are at least three reasons to read this book. First, it is an
incredibly thoughtful insight into the workings of global finance, written by the ultimate insider in
a highly engaging way that any reader of the New York Times could easily digest. Second, its
central theme about the extreme fragility of the world economy will keep you up at night and
force you to think hard about issues that are not yet out in public. And third, it provides a realistic
road map out of the horrendous mess we are in, one that should capture the attention of
policymakers, financiers, and yes, even the next American president.”—Jeffrey E. Garten, Yale
School of Management; former U.S. undersecretary of commerce for international trade; former
managing director, Blackstone Group “Lively, well written, and insightful, The World Is Curved by
David Smick probes and thoughtfully examines the strains and imbalances in the global
economy and international financial markets. Smick also presents a series of innovative
recommendations and observations designed to address the problems he describes, and
challenges us to come to grips with them before they worsen.”—Robert Hormats, vice chairman,
Goldman Sachs International “This book is excellent. It is hard to read The World Is Curved
without being concerned by recent trends. David Smick offers a thoughtful and readable analysis
of globalization’s flaws and benefits. This is an important book.”—Frank C. Carlucci, former U.S.
secretary of defense “David Smick knows as much about world financial markets as any man
alive today.In his fascinating (or maybe terrifying) book, The World Is Curved, he lays out the
potential for disaster in this new, intricate, global financial marketplace. This book is an easy
read even though it deals with unbelievably complicated (i.e., ‘curved’) subjects.”—William
Seidman, chief financial commentator, CNBC; former chairman, Federal Deposit Insurance
Corporation“David Smick has identified a dangerous gap that separates the policy world and the
financial world. The World Is Curved will go a long way toward bridging that gap, which is
essential to ensure stability and prosperity in the global economy.”—Lee H. Hamilton, president
and director, Woodrow Wilson International Center for Scholars “David Smick’s The World Is
Curved couldn’t have come at a better moment. I couldn’t lay the book down. It offers an
unusually knowledgeable insight into the world of international finance. The World Is Curved is
highly relevant to today’s situation.”—Karl Otto Pöhl, former president, Deutsche
Bundesbank “Smick’s dos and don’ts for future economic policymakers are so readable, they
can be easily understood by those without economic degrees.”—Carla Hills, co-chair, Council on
Foreign Relations; former U.S. trade representative “David Smick is a fascinating tour guide to



the construction of our present financial system over the last three decades. He takes us from
the financial salons of Europe to the Asian bureaucratic ministries of unfathomable wealth to the
back rooms of the Washington power elites to the chaotic trading rooms of Wall Street. It is a
great read.”—Louis Bacon, Moore Capital Management “David Smick turned The International
Economy magazine into the must-read magazine on world economic affairs. He does the same
with globalization in The World Is Curved. Globalization is the game changer of our time, and
David Smick’s insights on global capital flows are significant. Anyone who wants to understand
financial globalization and its policy implications will want to read this book.”—R. Glenn
Hubbard, dean, Columbia University Graduate School of Business “David Smick has written a
first-class book on ‘possible dangers’ of globalization. I found it difficult to put it down.”—A. W.
Clausen, former president, World Bank “A timely and important analysis, The World Is Curved
offers a whirlwind tour of the dynamics across the globe that are driving the gears of the world’s
financial markets. Accessible and instructive for layperson and policymaker alike.”—Yoichi
Funabashi, editor in chief, Asahi Shimbun “The World Is Curved examines the fragile
international financial system and finds it rather treacherous and not easy to fix. Rather than
being flat, our new globalized world is rather bumpy.”—-James Schlesinger, former U.S.
secretary of energy, secretary of defense, and director of central intelligence“David Smick takes
the reader into the inner sanctum of the global financial system as no one else can. With riveting
stories, Smick leaves no doubt that this complex system has created huge benefits but has left
us facing grave risks. And he offers a solution.”—John B. Taylor, Stanford University “David
Smick is right: The global world is curved. We cannot foresee the precise future, especially not in
crisis situations.”—Hans Tietmeyer, former president, Deutsche Bundesbank “A worthy
successor to Tom Friedman’s The World Is Flat. The World Is Curved takes up where Friedman
left off, lucidly explaining the vital but poorly understood role of the financial system that provides
the essential underpinnings of the world economy.”—Murray Weidenbaum, Washington
University “The world is curved. Even a high-flying satellite can see no more than half of it at a
time. But David Smick takes us to both sides—from Washington to Beijing and beyond.”—Peter
B. Kenen, Princeton University “The World Is Curved makes for fascinating reading, showing
how politics and economics are inseparably intermingled. A bright analysis of risk, success, and
failure in today’s global financial markets.”—Otmar Issing, former member of the executive
board, European Central Bank “The World Is Curved is thoughtful, balanced, and provocative—
a must-read.”—Pedro Pablo Kuczynski, former prime minister, Peru “A lucid, informed, and
insightful interpretation of the global financial system.Readers . . . are guaranteed to be
entertained and provoked.”—Edwin (Ted) M. Truman, former director, International Finance
Division, Federal Reserve “The consummate insider’s account of global capital markets. Truly
informative and most entertaining. The World Is Curved reveals . . . why the next thirty years will
be just as perilous as the past.”—Gary Clyde Hufbauer, Peterson Institute for International
Economics “An insightful insider’s tour of the global economy and financial system. Readers will
have a big head start in diagnosing the problem and devising sensible solutions.”—Michael J.



Boskin, Stanford University “In The World Is Curved, David Smick treats us to a vision of the
uncertainties in financial markets as the American Century drifts to its end.”—Allan Meltzer,
Carnegie Mellon University“Both insightful and provocative in discussing a dominant
contemporary question— where do we go from here?”—Michael Steinhardt, Steinhardt
Management “Over the last thirty years, David Smick has had a unique front-row seat at the
revolution in global finance. If you want a clear explanation of what’s going on in the revolution in
global finance, read The World Is Curved.”—Peter R. Fisher, former vice president, Federal
Reserve Bank of New York “The World Is Curved is by far the nearest thing to a consummate
insider’s guide to today’s financial world as can be found outside of a central bank.”—John
Williamson, Peterson Institute for International Economics “I always look forward to
conversations with David Smick. He never repeats the conventional wisdom, and he always has
a new and provocative take on what’s going on in our political economy. Now he’s distilled his
thoughts into an important book. You’ll enjoy reading The World Is Curved, you’ll learn from it—
and most important, it really will make you think.”—William Kristol, The Weekly
Standard “Financial innovations, including those that new electronic technology makes possible,
enable both firms and individuals to carry out their ordinary business more effectively and to
protect themselves better from the risks to which they are inevitably exposed. But these
innovations also make it possible for both firms and individuals to take on new risks to which
they never would have been exposed in the first place. What are meant to be improvements,
therefore, sometimes make people worse off, and when the risks involved are sufficiently
intertwined, those supposed improvements can make people worse off who never even sought
to take advantage of them. In The World Is Curved, David Smick deftly offers example after
example of how just this process of unintended consequences has recently unsettled the world’s
financial markets, and how the process may not be over yet.”—Benjamin M. Friedman, Harvard
University; author of The Moral Consequences of Economic Growth “The world is indeed
curved, and I can think of no better guide to the global capital markets of the twenty-first century
than David Smick. The book takes you through Smick’s personal journey over the past thirty
years as an adviser to investors, hedge funds, central bankers, and policymakers. After reading
this book, you will appreciate as perhaps never before the sweep of recent financial history and
the risks that lie ahead.”—Richard H. Clarida, Columbia University; PIMCO; former U.S. assistant
secretary of the Treasury “The World Is Curved intonates today’s global financial issues in a
dramatic, quasi-Beethoven style.”—Norbert Walter, Deutsche Bank Group“David Smick is a
pioneer in the globalization of real-time information. Who better to present us with the most
recent and relevant information on globalization?”—Ron Insana, Insana Capital Partners; CNBC
senior analyst “Stimulating reading, this book represents a shrewd analysis of the fragile global
financial markets.”

Praise for The World Is Curved“The World Is Curved presents a brilliant picture. It is a must-read
for investors, policymakers, and anyone worried about the challenges facing today’s global



financial system.”—Stan Druckenmiller, Duquesne Capital Management “David Smick, who
founded The International Economy and made it into a highly respected magazine on world
economic affairs, now offers us a trenchant and timely analysis of the downside of financial
globalization. Capital flows are the soft underbelly of globalization, and no one who values the
enormous benefits of globalization of trade and multinational direct investments can afford to
miss out on reading this important book.”—Jagdish Bhagwati, Columbia University; author of In
Defense of Globalization “There are at least three reasons to read this book. First, it is an
incredibly thoughtful insight into the workings of global finance, written by the ultimate insider in
a highly engaging way that any reader of the New York Times could easily digest. Second, its
central theme about the extreme fragility of the world economy will keep you up at night and
force you to think hard about issues that are not yet out in public. And third, it provides a realistic
road map out of the horrendous mess we are in, one that should capture the attention of
policymakers, financiers, and yes, even the next American president.”—Jeffrey E. Garten, Yale
School of Management; former U.S. undersecretary of commerce for international trade; former
managing director, Blackstone Group “Lively, well written, and insightful, The World Is Curved by
David Smick probes and thoughtfully examines the strains and imbalances in the global
economy and international financial markets. Smick also presents a series of innovative
recommendations and observations designed to address the problems he describes, and
challenges us to come to grips with them before they worsen.”—Robert Hormats, vice chairman,
Goldman Sachs International “This book is excellent. It is hard to read The World Is Curved
without being concerned by recent trends. David Smick offers a thoughtful and readable analysis
of globalization’s flaws and benefits. This is an important book.”—Frank C. Carlucci, former U.S.
secretary of defense “David Smick knows as much about world financial markets as any man
alive today.In his fascinating (or maybe terrifying) book, The World Is Curved, he lays out the
potential for disaster in this new, intricate, global financial marketplace. This book is an easy
read even though it deals with unbelievably complicated (i.e., ‘curved’) subjects.”—William
Seidman, chief financial commentator, CNBC; former chairman, Federal Deposit Insurance
Corporation“David Smick has identified a dangerous gap that separates the policy world and the
financial world. The World Is Curved will go a long way toward bridging that gap, which is
essential to ensure stability and prosperity in the global economy.”—Lee H. Hamilton, president
and director, Woodrow Wilson International Center for Scholars “David Smick’s The World Is
Curved couldn’t have come at a better moment. I couldn’t lay the book down. It offers an
unusually knowledgeable insight into the world of international finance. The World Is Curved is
highly relevant to today’s situation.”—Karl Otto Pöhl, former president, Deutsche
Bundesbank “Smick’s dos and don’ts for future economic policymakers are so readable, they
can be easily understood by those without economic degrees.”—Carla Hills, co-chair, Council on
Foreign Relations; former U.S. trade representative “David Smick is a fascinating tour guide to
the construction of our present financial system over the last three decades. He takes us from
the financial salons of Europe to the Asian bureaucratic ministries of unfathomable wealth to the



back rooms of the Washington power elites to the chaotic trading rooms of Wall Street. It is a
great read.”—Louis Bacon, Moore Capital Management “David Smick turned The International
Economy magazine into the must-read magazine on world economic affairs. He does the same
with globalization in The World Is Curved. Globalization is the game changer of our time, and
David Smick’s insights on global capital flows are significant. Anyone who wants to understand
financial globalization and its policy implications will want to read this book.”—R. Glenn
Hubbard, dean, Columbia University Graduate School of Business “David Smick has written a
first-class book on ‘possible dangers’ of globalization. I found it difficult to put it down.”—A. W.
Clausen, former president, World Bank “A timely and important analysis, The World Is Curved
offers a whirlwind tour of the dynamics across the globe that are driving the gears of the world’s
financial markets. Accessible and instructive for layperson and policymaker alike.”—Yoichi
Funabashi, editor in chief, Asahi Shimbun “The World Is Curved examines the fragile
international financial system and finds it rather treacherous and not easy to fix. Rather than
being flat, our new globalized world is rather bumpy.”—-James Schlesinger, former U.S.
secretary of energy, secretary of defense, and director of central intelligence“David Smick takes
the reader into the inner sanctum of the global financial system as no one else can. With riveting
stories, Smick leaves no doubt that this complex system has created huge benefits but has left
us facing grave risks. And he offers a solution.”—John B. Taylor, Stanford University “David
Smick is right: The global world is curved. We cannot foresee the precise future, especially not in
crisis situations.”—Hans Tietmeyer, former president, Deutsche Bundesbank “A worthy
successor to Tom Friedman’s The World Is Flat. The World Is Curved takes up where Friedman
left off, lucidly explaining the vital but poorly understood role of the financial system that provides
the essential underpinnings of the world economy.”—Murray Weidenbaum, Washington
University “The world is curved. Even a high-flying satellite can see no more than half of it at a
time. But David Smick takes us to both sides—from Washington to Beijing and beyond.”—Peter
B. Kenen, Princeton University “The World Is Curved makes for fascinating reading, showing
how politics and economics are inseparably intermingled. A bright analysis of risk, success, and
failure in today’s global financial markets.”—Otmar Issing, former member of the executive
board, European Central Bank “The World Is Curved is thoughtful, balanced, and provocative—
a must-read.”—Pedro Pablo Kuczynski, former prime minister, Peru “A lucid, informed, and
insightful interpretation of the global financial system.Readers . . . are guaranteed to be
entertained and provoked.”—Edwin (Ted) M. Truman, former director, International Finance
Division, Federal Reserve “The consummate insider’s account of global capital markets. Truly
informative and most entertaining. The World Is Curved reveals . . . why the next thirty years will
be just as perilous as the past.”—Gary Clyde Hufbauer, Peterson Institute for International
Economics “An insightful insider’s tour of the global economy and financial system. Readers will
have a big head start in diagnosing the problem and devising sensible solutions.”—Michael J.
Boskin, Stanford University “In The World Is Curved, David Smick treats us to a vision of the
uncertainties in financial markets as the American Century drifts to its end.”—Allan Meltzer,



Carnegie Mellon University“Both insightful and provocative in discussing a dominant
contemporary question— where do we go from here?”—Michael Steinhardt, Steinhardt
Management “Over the last thirty years, David Smick has had a unique front-row seat at the
revolution in global finance. If you want a clear explanation of what’s going on in the revolution in
global finance, read The World Is Curved.”—Peter R. Fisher, former vice president, Federal
Reserve Bank of New York “The World Is Curved is by far the nearest thing to a consummate
insider’s guide to today’s financial world as can be found outside of a central bank.”—John
Williamson, Peterson Institute for International Economics “I always look forward to
conversations with David Smick. He never repeats the conventional wisdom, and he always has
a new and provocative take on what’s going on in our political economy. Now he’s distilled his
thoughts into an important book. You’ll enjoy reading The World Is Curved, you’ll learn from it—
and most important, it really will make you think.”—William Kristol, The Weekly
Standard “Financial innovations, including those that new electronic technology makes possible,
enable both firms and individuals to carry out their ordinary business more effectively and to
protect themselves better from the risks to which they are inevitably exposed. But these
innovations also make it possible for both firms and individuals to take on new risks to which
they never would have been exposed in the first place. What are meant to be improvements,
therefore, sometimes make people worse off, and when the risks involved are sufficiently
intertwined, those supposed improvements can make people worse off who never even sought
to take advantage of them. In The World Is Curved, David Smick deftly offers example after
example of how just this process of unintended consequences has recently unsettled the world’s
financial markets, and how the process may not be over yet.”—Benjamin M. Friedman, Harvard
University; author of The Moral Consequences of Economic Growth “The world is indeed
curved, and I can think of no better guide to the global capital markets of the twenty-first century
than David Smick. The book takes you through Smick’s personal journey over the past thirty
years as an adviser to investors, hedge funds, central bankers, and policymakers. After reading
this book, you will appreciate as perhaps never before the sweep of recent financial history and
the risks that lie ahead.”—Richard H. Clarida, Columbia University; PIMCO; former U.S. assistant
secretary of the Treasury “The World Is Curved intonates today’s global financial issues in a
dramatic, quasi-Beethoven style.”—Norbert Walter, Deutsche Bank Group“David Smick is a
pioneer in the globalization of real-time information. Who better to present us with the most
recent and relevant information on globalization?”—Ron Insana, Insana Capital Partners; CNBC
senior analyst “Stimulating reading, this book represents a shrewd analysis of the fragile global
financial markets.”—Horst Siebert, president emeritus, Kiel Institute for World Economics “The
book defines financial globalization as a system that produces huge and scary financial
dislocations but at the same time is the cherished goose that lays the golden eggs. In the end,
The World Is Curved also offers a message of hope and confidence.”—Renato Ruggiero, former
director-general, World Trade Organization “A fascinating and highly readable tour of the many
complex dimensions of today’s fast-changing global landscape.”—Charles Dallara, Institute of



International Finance “The World Is Curved raises important issues which need to be fully
debated.”—Nigel Lawson, former chancellor of the exchequer, United Kingdom
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PrologueIt was not without enormous frustration that I approached writing a book about today’s
new global economy. After all, what do we make of a world financial system that one minute
appears to be performing beautifully, and the next acts as if the world is coming to an end? One
minute the cybernetic (computer) revolution has transformed the economy into a veritable global
wealth machine, as stock markets around the world soar to new highs. The next moment,
markets plummet. People then read newspaper stories suggesting the value of their home may
soon be less than their mortgage. They discover that their family’s life savings—even their cash
left in supposedly ultrasafe money market funds—could soon go poof in the night.In trying to
fully grasp the significance of the new global system, I began by rereading the seminal book on
the subject of globalization, Tom Friedman’s bestseller The World Is Flat: A Brief History of the
Twenty-first Century. Friedman compellingly describes globalization as it is, with concentration
on the global supply chain for goods and services. The stories are mesmerizing—taking the



reader from India’s Silicon Valley in Bangalore to villages in northeastern China. Friedman’s
book describes how digital technology shortened the distances between countries and
revolutionized the global supply chain. This permitted people to engage in business with one
another across the globe, with each nation bringing its comparative advantage to the table of
world commerce. An award-winning columnist for the New York Times, Friedman wisely warns
that the U.S. economy must adapt to this new and changing environment or retrench
economically. The book stands as a historic achievement in introducing a broad audience to the
new world of opportunity and challenges beyond national borders.After rereading The World Is
Flat, I had lunch one day at the Hay-Adams Hotel in Washington, D.C., just across from the
White House, with an old friend, John Despres, who had been Democratic U.S. senator Bill
Bradley’s longtime foreign policy guru. “John,” I said as we were being seated, “I am trying with
great frustration to get my arms around globalization. Frankly speaking, from the perspective of
the financial markets, the world is not flat. Unlike the world that produces goods and services, in
the financial world nothing happens in a straight line. Instead, there is a continual series of
unforeseen discontinuities—twists and turns of uncertainty that often require millions of market
participants to stand conventional wisdom on its head. In the financial world, John, nothing much
seems to happen in a straight line.”A pensive man in his sixties who chooses his words carefully,
Despres sat there thoughtfully. He stroked his chin, pondering as he gazed off into the distance
past Lafayette Park to the front columns of the White House. “So what you’re saying,” he slowly
began, pausing for several more seconds, “is that the world is not flat; the world is curved.”“Yes,” I
responded, “for the financial markets, the world is curved. We can’t see over the horizon. As a
result, our sight lines are limited. It is as if we are forced to travel down an endless, dangerously
twisting and turning road with abrupt steep valleys and risky mountainous climbs. We can’t see
ahead. We are always being surprised, and that is why the world has become such a dangerous
place.”By way of background, financial markets have always been plagued by uncertain and
incomplete information—a lack of transparency. There have always been things that investors
and traders didn’t and couldn’t know. But in the new global economy, this crazy ocean of global
liquidity has not only increased the number of unknowns but also rearranged their relationships
and relative importance.There are new players with new perspectives. All of a sudden, a huge
pool of funds is competing around the world for investment opportunities. Bankers,
businesspeople, and governments in industrialized economies are now competing with
entrepreneurs, start-ups, and old state-controlled companies in emerging economies to attract
those funds. With new kinds of securitized debt, mezzanine investing, and outrageously
complicated financing instruments, it is almost impossible to figure out what is going on at any
give time. Investors need new kinds of information to make good decisions. But exactly what
kind of information is that? And where do they get it?Financial markets have always operated on
inequalities of information and analysis. You think or know A. I think or know B. But today’s
policymakers and market traders must depend more than ever on their gut instincts. The playing
field is bigger, the stakes are higher, and the system, because of its size and complexity, is



unbelievably fragile. It is a house of cards that could come tumbling down for any number of
reasons. That won’t necessarily happen, but politicians and policymakers need to be careful.
They need to start caring about things that never much mattered to them before.After all, what
do we really know about what is about to unfold in China, which has an economy that even its
own leadership cannot fully understand? What do we know about the mind-set of the Japanese
housewife who, as strange as it sounds, plays a huge part in the direction of the flow of the
world’s savings? What do we know about the accuracy of the accounting ledgers of even our
largest, most trusted financial institutions or of the sophisticated financial instruments these
firms deploy? What do we know about the long-term strategic implications of today’s excess
savings being controlled by nondemocratic governments? And what are the social and political
implications of global wealth being so unevenly distributed?In addition, the markets lack
information about what may be the most critical issue of all—whether the trend of globalization
itself will be allowed to continue. The politics of globalization are heating up fast as the anxiety
produced by the power of free-flowing capital and goods skyrockets. Amazingly, a recent Wall
Street Journal/NBC poll revealed that in the United States, by a two-to-one majority, even
Republicans believe free trade is hurting America. The troubling turbulence of the subprime-
driven Great Credit Crisis of 2007-2008 hasn’t helped matters either. It is the latest rallying cry
for the antiglobalization forces gathering on the horizon.“Perhaps most troubling,” I said as our
lunch concluded, “is that most people today lack a historical perspective. The boom period is
being taken for granted. Median-age American voters today were born in the mid-1960s. They
have no recollection of the stagflation and long gas lines of the 1970s, the period before today’s
globalized economy. They have never known anything but a highly productive economy, with
impressive stock markets and ample jobs. Many key constituencies of globalization have been
lulled into complacency. Therefore, the period ahead will be one of potentially imprudent, overly
reactive policy change.“To top it all off,” I stressed to Despres, “policymakers don’t appreciate the
fragile nature of today’s global financial system and how financially induced prosperity can
stealthily slip away through the unintended consequences of well-intentioned policy actions that
attempt to legislate or regulate economic security. Today, we find ourselves in a situation in
which the globalized financial system both enables and threatens our national well-being.”I
concluded by suggesting that Friedman’s book brilliantly presents the first installment of the
globalization story, but there is a second installment as well—the financial side of the story.
That’s the subprime side where, for example, a small village in Arctic Norway can see its entire
financial future destroyed because its financial managers invested heavily in a Citigroup product
called a collateralized debt obligation. When the housing markets an ocean away in Florida and
California collapsed, the debt obligations soured, and the Norwegian village had to shut down
kindergartens and health care services for the elderly.At the end of our conversation we turned
to history, agreeing that nothing about the world’s current political, economic, and financial
predicament is new. Indeed, today’s world economy bears a striking resemblance to the
integrated markets and overwhelming prosperity of the period from 1870 to 1914, which noted



economist John Maynard Keynes described as “an extraordinary episode in the economic
progress of man.” That, too, was a period punctuated by continual financial crises—and also of
great prosperity. Ironically, today we ask the same questions as they did in 1914: What does it
take to sustain this new, successful global economic system? What policymaking perils could
reverse this wealth creation? Stagflation? Deflation? Protectionism? What unexpected financial
explosion or implosion could create waves—curves—that the world remains unprepared to
handle except through trade wars, strict capital controls, and other beggar-thy-neighbor policies
—all policy blunders resulting from human error?Today’s industrialized world wants the Chinese
to better manage their currency but remains unsure of the precise policy prescription or even of
the capabilities of the conflicted Chinese leadership. The world hates America’s twin budget and
current account deficits, but no one has yet figured a safe way out of them. Nor does it seem like
an answer will come any time soon. Much of the world’s excess savings sits in the hands of
nondemocratic regimes, led by China, and the oil producers, including Russia, but what this
portends for the future, nobody knows. The Federal Reserve, in coming to the rescue of the
investment firm Bear Stearns in March 2008, appears to have provided a government guarantee
of the investments of the entire financial sector, not just the banks. The long-term implications for
regulatory oversight, and thus the level of lending, under this new policy are anybody’s guess.
We live in a globalized world where we have to care much more about one another’s problems,
while simultaneously solving our own.In his book, Friedman warns American policymakers of the
need for tax credits, improved teachers’ salaries, and novel approaches to creating, attracting,
and retaining the new creators of value—the engineers. Yet retaining the free flow of capital to
keep globalization’s bloodstream pumping may also require the most sophisticated team of
global financial brain surgeons. That is because the world today lacks a financial doctrine, or
even much in the way of a set of informal understandings, for establishing order in a financial
crisis. Instead, we have to grope and manage incrementally, like trying to perform delicate brain
surgery with one hand tied behind our back and the other wearing an ill-fitting boxing glove. The
financial markets have simply become too big, and at times too threatening, for our
governmental institutions to be fully effective in maintaining stability.The 1870-1914 period,
eerily similar to what we face today, met a bitter new reality with the opening shots of World War
I. Within a decade and a half, capital and trade flows collapsed, which helped set the stage for
the Great Depression. Today one of the world’s prominent global monetary policy theorists, and
a governor of the Federal Reserve, Frederic Mishkin, argues ominously that “the possibility of
another Great Reversal is very real.” Martin Wolf of the Financial Times writes that “the
breakdown of the early twentieth century occurred, in part, because of the pressures to
accommodate rising powers in the global economic and political order.” He suggests that today’s
rise of China and India will create comparable pressures—“a spiral of mutual hostility that
undermines the commitment to a liberal international economic order.”Of course, the world won’t
cast some dramatic veto to end the current system as we know it. The industrial world financial
markets have garnered too much political power for that to happen. Reversals seldom come in



one cruel, visible, planned policy blow. Instead, like death from a thousand cuts, they come from
a series of small, seemingly benign, but dangerously destabilizing changes that reach a
terrifying tipping point of market uncertainty and fear. That is what happened during the
subprime crisis, and today we are increasingly at risk of further financial calamities that threaten
a vicious spiral of destruction and heartache.I undertook the task of writing about this
complicated system we call the new global economy because I have had a front-row seat, and
probably played some modest role in its creation. Over my thirty-year career, I have watched the
forces that created financial globalization unfold, and I have consulted regularly with some of the
major players in the field of global finance. I feel obliged to share what I have learned with those
who have not been afforded such access.Over the years, I first served as the chief of staff to a
senior member of the U.S. congressional leadership, and then as an adviser on economic
issues to both Democratic and Republican presidential candidates. For the last twenty years, I
have worked with some of the world’s most successful money managers, including George
Soros, Michael Steinhardt, Louis Bacon, Stan Druckenmiller, and Julian Robertson, through my
global macroeconomic advisory firm Johnson Smick International (previously called Smick
Medley and Associates). We serve as specialized quasi journalists—like a paid cable TV service
compared with free network television.In addition, I founded and continue to edit The
International Economy , a magazine geared to the global central bank and finance ministry
community. I also conceived and organized the U.S. Congressional Summits on the Dollar and
Trade, a series of important conferences in the late 1980s and 1990s involving the world’s
finance ministers, central bankers, and the U.S. congressional leadership.For two decades I
have interacted daily with the most senior economists and most visible market traders on the
front lines of financial globalization. They have all been grappling with the same issue: how to
survive and prosper in this troubling new system.
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Ebook Tops Reader, “Offers Tremendous Insight to Today's Economic Challenges. David
Smick's excellent book offers an insider's view of our current financial calamity mixed with a
healthy dose of economic theory. This combination makes for a book that is both a page turner
and instructive.Specifically, Mr. Smick makes several key points. These points are especially
relevant given the current political tides we are experiencing in the United States:First and
foremost, he makes a very cogent and compelling argument for the importance of free trade. As
opposed to more academic arguments for free trade such as those found in a macroeconomics
textbook replete with supply and demand graphs, his case is made from first hand experience
as an advisor to large hedge funds and proprietary trading departments of major financial
institutions. Especially refreshing is his lack of bias toward one political party. Though having a
belief system some might see as conservative, he credits the Clinton administration with doing
an outstanding job of promoting free trade and positioning America as a country friendly to
business in the modern international arena. (In fact, Mr. Smick argues persuasively that Bill
Clinton was even more of a free-trader than Ronald Reagan, and that the U.S. political
community, if it rejects free trade and the free market, is at risk of creating a global financial
disaster.) In a time of great stress in the U.S. economy, which has led to unprecedented
Government intervention, the free trade message and pro-capitalistic message is especially
important and urgent.But it is Mr. Smick's real world experince that drives all this home. He fills
his book with many first hand accounts of dealing with those in the inner circles, such as Alan
Greenspan and Japan's Finance Minister Hashimoto. Here is an example: He discusses how
hedge fund managers earnings, which have been ridiculously prodigious, are taxed as capital
gains rather than ordinary income. This amounts to a big tax break for already highly
compensated individuals and sounds patently outrageous. But Mr. Smick then points out that
were this tax law changed, in the flat global environment we live in, the hedge funds could with
little more than a flick of a switch relocate overseas. And then the U.S. would get zero tax
revenue and lose out completely.Second, he emphasizes the importance of maintaining an
environment in which the US is friendly to entreprenurial capital. He cautions against over-
regulation of the financial markets, and argues that America's past success has stemmed
precisely from Wall Street's cowboy like approach to risk and fast reactions to market
developments. Regarding taxation, he emphasizes that during a period of fiscal imbalance, it is
easy to resort to class welfare and raise taxes on the wealthy. He takes Warren Buffett to task for
supporting massive task hikes conveniently after Mr. Buffett has accumulated his fortune. The
danger of class warfare is that everyone loses as the US becomes less competitive as a place to
attract capital and locate businesses worldwide.Third, his concept is the world is "curved" in that
one, no matter how smart or well informed, can see over the horizon. With massive oceans of
global capital flowing around the world today under free market conditions, the economy
becomes quite volatile and impossible to prognosticate - like the weather. This is brought home



by the speed and surprise of the magnitude of the world economic disaster that recently began
with a small crisis in the US subprime real estate market. And I find an additional meaning in the
"world is curved" metaphor: Perhaps things are more complicated than they seem, and easy
answers (like the Government bailouts and calls for increased regulation of the financial
markets) may not be as clear cut as one would think.Fourth, Mr. Smick examines several foreign
countries, including Japan and China. Especially enlightening is his look at China, which he
sees as a kind of totalitarian bureaucatic oligarchy, and his view of China's future, which is rather
pessimistic compared to many more rosy forecasts.I recommend this book. It throws light on the
most difficult issues facing us today. It corresponds with my view that for America to prosper
economically, it is necessary to make the US a competitive place for business to locate and
operate.  If not, America will continue to lose wealth and jobs to our global competitors.”

JEDrury, “Wide ranging, authoritative, timely, insightful. Smick goes beyond the mainstream
media's elementals of subprime crisis 101 and focuses on the crisis as a phenomena of
international economics, global liquidity and money flow. Prescient, he fingers potential
weakness in China banking, the withering of power of central banks, the huge growth of global
liquidity, a possible repeat in the US of a Japanese banking scandal as in the 1990s, the rapid
movement of money across borders and a credible even handed explanation of the deft
monetary management and policies of Alan Greenspan. Mixing personal anecdotes and
conversations with the world bankers and investment leaders, his sharp analysis and criticism is
coupled with a centrist viewpoint tied to a strong advocacy for free market economic policy. His
support for entrepreneurial initiative is convincing and highly readable. Defending the free trade
policies of Reagan and Clinton and warning of the threat of class warfare, he targets the greed of
the Wall Street bankers and their "off the books" securitization as the root cause of a lack of trust
in the financial world today. Sensing a Democratic takeover in November, he warns against the
recent populist attacks on free trade and governmental overregulation and interference. This is
a book chocked filled with good sense and sound advice.”

The book by David M. Smick has a rating of  5 out of 4.2. 60 people have provided feedback.
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