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Author’s Note


When Greensill Capital began its rapid meltdown in March 2021, the effects were felt around the world, from the UK to Japan, from Australia to the coal fields of West Virginia.


Billions of dollars of investors’ money was missing, billions more simply written off. Top politicians and financiers began desperately trying to distance themselves from their entanglement with a start-up firm that had promised to make them rich and then imploded in spectacular fashion. Lex Greensill, the firm’s charismatic, super-salesman CEO, was supposed to be the next-big-thing in global finance. Suddenly, he was an arch-villain, his grinning photo appearing on nightly news and on front pages everywhere.


Greensill Capital’s rise had been swift, but its demise was even speedier. Most of the 1,000 or so employees had had no idea of the failings at the company they worked for, or the allegations of fraud. And then it was over.


By then, Greensill had gone mainstream. A photo I had been given by a source showed ex-UK Prime Minister David Cameron and Lex Greensill sitting cross-legged, in twin blue suits, at the desert retreat of the controversial leader of Saudi Arabia. When we published it at The Wall Street Journal, the photo instantly went viral. Within a couple of hours, it popped up on the main BBC News bulletin. Then it started to appear on news websites. The next day, it was republished on just about every front page in the UK press. That didn’t surprise me – the photo of the Australian banker and the former Prime Minister lounging at the luxurious desert campsite of the Saudi Prince seemed to underscore everything the public felt was wrong about the revolving door of politics and business. For me, it also illustrated Lex’s rapid and unlikely ascent to global power player.


As a reporter, I’d first written about Lex Greensill in 2019. Greensill Capital was a difficult firm to cover, not least because accurate information was always hard to get your hands on. Greensill’s corporate public relations strategy was aggressive and erratic. On several occasions, they would tell me one thing was true and then tell me the opposite days later. The firm’s lawyers were quick to pull the trigger threatening legal action – they frequently denied things that later turned out to be accurate. I’ve never before worked on a story where so many potential sources would ask for financial reward before they would agree to talk (naturally, I always refused).


Greensill Capital also suffered from an incredibly gossipy culture, perhaps because so much centred on Lex himself. Even seasoned, senior executives were often left relying on second-hand bits of information to ascertain what was going on at the company they worked for. Sometimes, very plugged-in sources would tell me something they believed to be true because it came from Lex himself or someone very close to him, but they were later proved wrong.


Lex’s rapid downfall was a surreal moment. For most of the time I’d been covering Greensill, it felt as if I was shouting into an abyss. I would bore friends and colleagues, harping on about a fast-growing supply chain finance (SCF) business that was either going to change banking for ever or would be the next major financial scandal. But I couldn’t tell if anyone else cared. Then suddenly Greensill blew up, and everyone cared.


I wasn’t the only journalist covering Greensill’s rise and fall. Far from it. Reporters at Bloomberg, the Financial Times, The Sunday Times and Reuters all did sterling work uncovering the reality about Lex’s business – as did several of my Dow Jones colleagues at Financial News and The Wall Street Journal. Many of these reporters had their own brushes with Greensill’s aggressive public relations and legal strategies. At one point, Greensill even took Reuters to court – and lost.


When a big business collapses, the reasons are complex. Greensill was no different. Covid-19 helped trigger Greensill’s collapse – it shocked the markets and rattled through Greensill’s business. But Greensill Capital also just wasn’t very profitable. It aimed to hit overly ambitious revenue targets to sustain its sky-high valuation. It grew too fast and was far too reliant on just a handful of key relationships, despite Lex’s claims that it had a diverse pool of clients, funders and other critical partners.


Above all, Lex Greensill was telling investors they were buying into a super-safe form of financing when he was actually making billions of dollars in loans to risky enterprises that could not pay them back. The whole scheme had echoes of the worst elements of the financial crisis, when risky US home mortgages were dressed up as something much safer and sold off to unwitting investors.


All of that made for a fascinating story to cover. But what most interested me about Greensill was Lex and the incredible network of supporters he had gathered along the way. Lex was smart and hard-working. He was a compelling salesman. He was certainly driven. But he was otherwise unremarkable. He didn’t party hard. He dressed conservatively. He often seemed bland, robotic.


Somehow, he had won over big banks, giant asset managers, the world’s biggest investors, top politicians, long-tenured financial executives. They were all on board. They were all believers. For anyone reporting on the company, it was a constant challenge to reconcile the presence of this extraordinary group of powerful supporters with the numerous red flags about Lex and his business.


This book is an attempt to build on years of reporting to explain what happened at Greensill, and to figure out why so many top bankers, investors and politicians went along for the ride, why they got behind Lex even when it was clear he was taking aggressive risks with other people’s money.


My reporting draws on interviews with hundreds of individuals who graciously shared their time and knowledge to help reveal the truth. These include former Greensill executives, staff, shareholders and investors in the assets that Greensill sold; staff at Greensill’s business partners, including the giant Wall Street banks and the asset managers, the insurance companies and the tech platforms that Greensill’s business relied upon; friends and old colleagues; lawyers; regulators; politicians and other government officials. I’ve also drawn on emails, letters, internal reports, financial presentations, spreadsheets, legal contracts, photos, audio and video recordings, and other documentary evidence.


In almost all cases, my sources agreed to help me on the condition that I did not reveal their identities. Some of them cited non-disclosure agreements. Others feared retribution from parties involved in the Greensill scandal.


In some cases, I have reconstructed scenes and dialogue based on information gleaned from these sources. Readers should not assume that a person named in the book or quoted here has spoken to me. Where there have been conflicting accounts, I have relied on the most plausible description and the most credible sources. Sometimes I have included notes to reflect alternative views.


Lex Greensill declined several requests to be interviewed for this book. He was presented with the key facts I intended to include about him. I also talked with Lex Greensill and his senior staff several times over the years of reporting on the firm. Some of these meetings were on the record. At other times, they requested that we talk off the record – where it later turned out that what they had told me during such meetings was not accurate, I consider that our agreement of confidentiality does not apply.


The book also follows a key rule to which all Wall Street Journal reporters adhere. Key people mentioned in this book have been made aware, and they’ve been given the opportunity to comment too.









Prologue


By January 2020, Greensill Capital had hit the big time. In the previous few months, the start-up finance firm had received a jackpot injection of $1.5 billion in funding from Vision Fund 1, an investment fund run by Japan’s SoftBank Group Corp. That influx of cash had dwarfed an earlier investment of around $250 million from a well-regarded US private equity shop called General Atlantic (GA).


The firm’s founder, Lex Greensill, and a handful of early investors collectively took hundreds of millions of dollars in cash out of the business. They were rich, and Lex made sure everyone knew it.


He bought a fleet of private jets, a wardrobe full of expensive, custom-made suits and a glass-fronted beachside property in his native Queensland, Australia. He picked up awards, became a regular guest on business television, and lavished a £2.5 million donation on the University of Manchester, where he had attended business school. Lex even planned to buy hundreds of acres of land around his Cheshire home to ‘re-wild’ – it was the kind of thing, he told his senior staff, that billionaires like him did with their money.


While the trappings of wealth were hugely rewarding, Lex was just as desperate for the status he got from hanging around politicians and top bankers. It was exhilarating to zip around the world in your own Gulfstream 650 – an elite plane even among global private aircraft owners. But showing off your star power over dinner with the great and good of international finance and politics at the World Economic Forum in Davos or at a Buckingham Palace garden party or as a trustee of the famed Monteverdi Choir and Orchestra was just as big a thrill.


On a cold, sunny day in January 2020, Greensill’s top management meeting took place in London. The programme started with an 8 a.m. breakfast meeting in a grand boardroom on the lower floor of the Savoy. The storied hotel is a 130-year-old art deco masterpiece, dubbed London’s ‘most famous hotel’ and renowned as a favourite haunt of kings and presidents, Hollywood stars and fashionistas. Its restaurants have been run by celebrity chefs like Gordon Ramsay and Marcus Wareing. The hotel sits on the Strand, right across the street from Greensill’s own headquarters. The finance company, despite being relatively unknown and still in its infancy, was a major client of the hotel, often reserving a fifth or more of the rooms at exorbitant rates for clients and the firm’s own executives from around the world, many of whom flew into London on a Greensill plane. Lex himself kept a suite there, and the hotel’s staff dealt with the dry cleaning of his tailor-made suits.


The morning was taken up by a big meeting, recapping the past month’s work and mulling the next stage of Greensill’s rapid global expansion. A tighter group met in the afternoon, an inner circle of senior executives and board members who had been taken into King Lex’s confidence.


Everything at Greensill flowed through Lex. All the major deals. All the discussions with regulators and major investors. He didn’t exactly hide the true perilous state of Greensill’s business from the board and senior managers. Its corporate governance processes – the checks and balances that prevent wrongdoing and mishaps – had not kept up with the pace of the company’s expansion. German regulators were circling a bank the company owned there. One of the firm’s biggest clients was in a perilous state itself – if it defaulted on loans from Greensill, both firms would be in deep trouble. Lex was open about all of this. It was all disclosed to the management team. But he’d also wave away any concerns. Everything was in hand.


Finally, in the evening, there was a lavish dinner. About fifty guests attended on this occasion; sometimes it was as many as seventy. Lex ruled the room like a mandarin, surrounded by his courtiers.


The guest list was filled with powerful figures from politics and finance who were all backing Lex. Invites went out to top Greensill executives such as Bill Crothers, who was previously the UK government’s chief commercial officer; to board members like Julie Bishop, formerly Australia’s foreign minister, and Maurice Thompson, who was once the head of US bank Citigroup in the UK. Top executives from SoftBank and GA were also invited.


At Greensill’s board dinners or management meetings or Christmas parties, Lex would show who was in favour by carefully selecting who got to sit next to whom. New hires he wanted to celebrate or those whose bits of the Greensill business were excelling would get to sit next to Lex. Anyone who had clashed with Lex would sit further away. He personally drew up the table plan, with the studious attention to detail of a general strategically deploying his army.


This time, Lex’s top table was heavily weighted in favour of executives with experience in so-called ‘fintechs’ – financial technology companies that had proliferated across London since the financial crisis. Many of those were Silicon Valley clones, based in cool former warehouses or hot, new, wired office spaces in London’s trendy Shoreditch, where the office culture was relaxed and informal, with baristas preparing flat white coffees and music playing in the background.


These new technology firms were attracting heady valuations among investors. The stock prices of tech firms had soared around the world. For founders of fast-growing tech businesses, as well as investors that bought into them early, the potential pay-off could be huge. It was like winning the lottery a hundred times over.


Lex had taken to calling Greensill a fintech too. In reality, it was nothing like that, culturally or in a business sense. In contrast to the uber-casual tech scene, Greensill’s senior executives were buttoned-up and formally dressed. And while the company shared much of the ‘move fast and break things’ ethos of big tech companies, it had little in the way of actual new or proprietary technology. But that didn’t really matter. If Lex said the business was a fintech enough times, others would repeat it, and the money flowed in.


There was another term frequently applied to Greensill: ‘shadow bank’. In the aftermath of the financial crisis, tougher regulations had forced traditional banks to set aside large amounts of capital to cover for another calamity. That had driven the banks from newly burdensome businesses, and money that previously ran through big global finance houses instead washed up in companies that were much less tightly regulated, and which thrived by skirting rules designed to prevent a financial scandal. Greensill was one of them.


That January dinner was a conservative affair – a reflection of Lex’s personality. Greensill Capital was no hedonistic hedge fund or investment bank. Lex could be charming, but he was not gregarious. He was usually serious, rarely talked about anything but business. He didn’t even talk much about his family. He sometimes said he didn’t have any friends.


His biggest quirk was an odd obsession with wanting to fit into the upper echelons of British society and high finance. He seemed to have a strange preoccupation with the British royal family. He spoke in a staged manner that masked his upbringing on a dusty farm in one of the most rural regions of Australia. Employees mocked his verbal tics like the pompous, ‘Indeed, sir.’


He always dressed the part too – even as a junior banker, fifteen or so years earlier, he wore handmade suits from one of his tailors, on Jermyn Street or near his home in Cheshire, and an expensive watch. Lex would regularly remind senior Greensill executives of the need to dress well. He’d inspect their suits, lifting the collars as if to check out the stitching, mocking them if they’d got a lesser cut or poorer cloth.


Though there was none of the wackiness of the tech scene or the wild partying of the seedier corners of the City, Greensill Capital was anything but cheap. The Savoy meal was expensive. Lex personally didn’t drink much – rarely more than a single glass of wine – but he always ordered expensive vintages, impressing guests and business partners.


As the guests finished their desserts, up stepped David Cameron, the former UK prime minister. Greensill had worked for Cameron’s government as an unpaid adviser on trade finance. He’d walked the corridors of Whitehall and around Number 10 Downing Street as if he owned the place. He’d pitched his supply chain finance ideas, some of which even saved the government some money, he said. And in return Lex received a CBE – Commander of the Order of the British Empire. The honour played to Lex’s ego. The certificate hung in the lobby of the Greensill office. A video of the ceremony, Prince Charles bestowing the honour on a beaming Lex, ran on the company website landing page. Many partners and clients of Greensill felt that it all seemed a bit gauche. But the CBE got Lex noticed and bought him some credibility. Over the years, he’d often presented two business cards – one for Greensill Capital and the other noting his role at Number 10.


By 2019, he had repaid Cameron’s support, hiring the former PM as an adviser to Greensill Capital. Cameron flew around the world helping Lex work deals and conduct business in the US, Japan, Saudi Arabia and Australia. He sent hundreds of emails to company executives recommending that they use Greensill’s services. Cameron also lobbied his former UK government colleagues to open their doors for Lex. For his part, the ex-PM was well remunerated for his work, raking in millions of pounds in salary, bonus and stocks in the company.


When Cameron stood up to make the after-dinner speech at the Savoy, he heaped praise on Lex – as he did frequently at events inside and outside Greensill, and in texts and meetings with his former government colleagues. Greensill, according to the former PM, was a saviour of small business, democratizing access to sophisticated forms of finance that had hitherto been the reserve of only the world’s most powerful corporations.


And then, in a gear switch, Cameron launched into an analysis of the UK’s landmark Brexit referendum, the vote on European Union membership that had unseated Cameron, precipitating the end of his premiership. As the former prime minister sketched out his thoughts on a whiteboard, some Greensill executives were taken aback by his brazenness in explaining a referendum that had been a major black eye and an embarrassing, terminal defeat for Cameron’s government. Some executives were unsure what skills or attributes Cameron really brought to the company at all.


For Lex, though, the moment was another triumph. This was exactly where he always thought he belonged: in a fancy, historic hotel, at the top of the head table, with seasoned bankers coveting his attention and a major political power player dancing to his tune. It was the perfect evening.


Yet, less than eighteen months later, the whole business was insolvent. By spring of 2021, Greensill was in tatters and a bunch of establishment banks and investors were picking through the pieces, like vultures, or trying to cover up for losses that Greensill’s business had brought their way. His major backers wrote down their multibillion-dollar investments to zero. Authorities in Germany, the UK and Switzerland came looking for evidence of criminal wrongdoing. Parliamentarians levelled allegations of corruption and accused Lex of fraud. Months after Greensill’s collapse, billions of dollars belonging to investors were still missing.


Shortly after Greensill’s collapse, I was given an Excel spreadsheet prepared by the company’s top executives and titled ‘High Risk Franchise Names’. The document listed about $14 billion in loans to more than thirty companies. In each case, the existence of the loan was a cause for major concern. Alongside the loan amount, Greensill insiders had typed brief descriptions like ‘Defaulted, fraud’ and ‘Exposure to a company with no revenue’, indicating that recovering the loan was highly unlikely. The spreadsheet showed that several companies were either owned by or associated with a single businessman, steel magnate Sanjeev Gupta. In five more cases, the description simply said ‘SoftBank’, meaning the loans were to other companies where Greensill’s biggest shareholder also had a significant stake. Others showed that the borrowers had ties to Greensill’s board or senior management.


This is the story of Greensill’s rise and spectacular fall. Of the farmer from Bundaberg, Australia, whose ambition and smarts grew a multibillion-dollar empire, before it was exposed as a house of cards. It is a story about an aggressively risk-taking entrepreneur who didn’t like to hear ‘no’ for an answer, supported by a group of experienced politicians and businessmen who each stood to gain millions of pounds from backing him. It’s a story about weak governance and lax oversight. It’s a story about the revolving door between government and business, and the inability of regulators to act on a scandal even when it is staring them in the face. It’s a story about the skewed incentives that lead to poor outcomes in the world of high finance. And it’s also a tale of the stock market, where heady valuations are fuelled by massive global investors who never seem to lose, even when a company they bet on turns out to be a failure.


This is a story that echoes many of the biggest financial and business scandals of all time. Politicians have accused Lex of running a Ponzi scheme, named for a 1920s Italian-born US financier. Like Lex, Charles Ponzi was a natty dresser, and an outsider who slipped into high society. Ponzi convinced investors to part with their money and offered them huge profits. But his investments were an illusion, using money from new investors to pay off older investors. The whole scam kept running only so long as he could get his hands on more cash. Eventually, the scam was exposed, in part by Dow Jones, my own employer, and Charles Ponzi ended up in jail.


Like Greensill, the disgraced American financier Bernie Madoff ran an eponymous investment business and lived the high life for years, attracting the support of wealthy backers and smart investors. Madoff’s establishment connections ran deep and sceptics were dismissed out of hand, told they didn’t understand how clever Madoff was. His fund grew to $65 billion and promised steady returns year after year. But Madoff’s funds collapsed, revealed as a mirage. The sceptics were proved right. Madoff went to prison, and died there in April 2021.


The surge in new, disruptive technology companies after the financial crisis is not without its villains too. Elizabeth Holmes, the disgraced US founder of Theranos, is chief among them. Like Lex, Holmes made fanciful claims and promises. Like Lex, she was backed by big names from business and politics. Holmes’s health technology firm raised hundreds of millions of dollars in funding from supporters in Silicon Valley and got the backing of a roster of supposedly smart businesspeople and politicians. She was hailed as a visionary, a game-changer. Until The Wall Street Journal revealed that Theranos’s claims of breakthrough technology were false. The company collapsed and Holmes was brought to trial, accused of fraud.


But Greensill’s story is different to all of these. In some ways, it’s even more outlandish. There is a political chapter that has taken on a life of its own. In the UK, the collapse of Greensill has spurred a broad public outcry over ethics in Westminster. And it has sparked a renewed furore over allegations of sleaze at the heart of the ruling Conservative (Tory) Party. With echoes of the 1990s, when more than a decade of Tory rule descended into farce and almost daily revelations about misconduct of one sort or another, the current Conservative government also finds itself hit by a seemingly endless stream of allegations. And though Cameron is long since out of office, the exposure of his role in the Greensill affair fuelled a resumption of concerns about sleaze in the current era.


Cameron, who had shown up whenever Lex needed his support, immediately distanced himself from the firm once it collapsed – a spokesperson said that as he ‘was neither a director of the company, nor involved in any lending decisions, he has no special insight into what ultimately happened.’ But the revelations about Cameron’s lobbying of his former government colleagues will not go away. He has been hauled in front of Parliament, his reputation sullied.


ALONG THE WAY, there were plenty of opportunities to stop the Greensill crisis before it snowballed. I began writing about Greensill in the spring of 2019. My stories were sceptical. Lex hated them and as a result he hated me too. His staff told me. His business partners told me too. His pugilistic public relations chief told me, and demanded that I stop asking awkward questions. It was personal, at least for Lex.


The story had long taken over my professional life. Shortly after that Greensill board meeting at the Savoy in January 2020, the story began to spill over into my personal life too. The nineteenth of February 2020 was a dark, wintry London day, when the wind is too strong for you to use an umbrella, and the Tube platforms are slippery with rainwater. I took a taxi from our office at the News Building near Tower Bridge to meet a contact at Brown’s Hotel in Mayfair across town. The contact understood a lot about Greensill, and I was hoping they would help with my reporting. We met in the lobby cafe of the swanky hotel and ordered coffee. It was mid-afternoon. As usual, I looked around to make sure our conversation wouldn’t be overheard. Most of the other people in the hotel cafe were wealthy tourists, and there was a useful buzz of noise that meant we could chat freely without being overheard. We talked. The source had useful insights. After a while, the source passed me a package in a Jiffy bag. It was a gift, a book they thought I’d find interesting. To anyone watching, the package could have looked like something much more significant. I got up, said goodbye and left.


It was also my kids’ birthday that day and I’d arranged to meet them and my wife for dinner just off Oxford Street. I wandered up through London’s busy streets, my coat wrapped tightly against the rain. I was thinking about some of the great material I’d just heard that could prove useful for stories. My family was waiting in the car, parked just off the busy main road, and I opened the boot and threw my bag in. It went to the front of the boot, nearest the seats, beyond some birthday presents in shopping bags that the kids had picked up. Near the car, a man in a trench coat was talking loudly on his mobile phone. My wife remarked that there was something odd about him, but we didn’t think too much about it. As we left the car to head for dinner, I double-checked that the doors were locked.


Ninety minutes later, after burgers and ice cream, we returned to the car. Something didn’t feel right. The doors were still locked and there was no damage, but the parcel shelf above the boot was ruffled. I opened the boot. All the brand-new birthday presents were still there in shopping bags, but my own bag was gone. Someone had managed to break in without damaging the car and while leaving the locks undisturbed. They’d reached across a half-dozen bags filled with shopping, and they’d taken my battered old gym bag. I immediately thought about the odd man who was hanging about earlier. If he had stolen my bag, all he’d find inside it was a sweaty gym kit, my house keys and a book in a jiffy bag that the source had given me. Nevertheless, the theft was a shock that felt like a violation of our personal space.


Later, as I called to have the locks changed at home, I thought about the odd break-in. It didn’t feel random. Why had they not taken the brand-new gifts? How had the thief entered the locked car without damaging it? Could it have been related to the meeting I’d had with the source earlier in the day? I called the Dow Jones security chief, a tense, serious man with a militaristic disposition. I described what had happened, what story I was working on, and what companies were involved. Before I got to the end, he stopped me and said, ‘I know who did it. They’re not very sophisticated, mostly just thugs.’ It wasn’t reassuring, though the security chief made it clear I should change locks and passwords, and be wary when meeting contacts on the Greensill story from then on.


It was very unsettling. Was I safe? Was I being paranoid? It’s certainly not unheard of for big companies to hire private investigators. Credit Suisse, whose clients had invested billions in Greensill’s funds, had recently become embroiled in its own ‘spygate’ affair after it emerged that one of the bank’s leaders had hired spooks to follow a former executive. Executives at SoftBank, Greensill’s biggest investor, had spied on their own people and even set up a honey-trap plot for one senior partner of the firm, according to a report by my colleagues at The Wall Street Journal. Reporters at the Financial Times had also come face to face with dirty tricks of exactly this kind during their intrepid reporting on Wirecard, a German payments business that turned out to be a fraud.


I became deeply concerned that Greensill was connected to the break-in. The thief had stolen my bag containing something a source had handed to me earlier that afternoon. Someone must have followed me, I reasoned. They must have been looking to intimidate me or to uncover my sources, I thought. Maybe I was paranoid. Maybe I was wrong. But dealing with Greensill left me thinking anything was possible.
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Betting the Farm


In the years following the Second World War, thousands of Australians took to the land and began a new life in farming. One of these was Roy Greensill, who planted and harvested sugar cane, watermelons and peanuts on a small plot outside Qunaba, Queensland. The township lies a few miles to the east of the nearest large urban centre, Bundaberg. It was named for the only local landmark, the Qunaba Mill, which was previously known as the Mon Repos Mill until it was taken over, in 1900, by the Queensland National Bank. Qunaba is a kind of portmanteau of the bank’s own name.


Farming was tough. This part of Queensland is subtropical and prone to extreme weather conditions. It was remote, especially back then – Bundaberg itself is about 230 miles from the state capital, Brisbane. The township, which is named after the Bunda kinship group of the local indigenous Taribelang people, was entirely flooded in the 1960s, an event that caused widespread economic pain and lived long in the memories of the region’s farmers.


Success in Bundaberg demanded sheer hard work and bloody-mindedness – a resolute refusal to accept that ongoing hardship or the occasional outright calamity would finish you off. It required relentless optimism even in the face of a terrible storm or catastrophic harvest. It was the sort of place where you had to ignore the dire reality of your circumstances from time to time, because if you acknowledged just how bad things were, you’d be finished.


Despite everything, it was possible to dig out a decent living. From Roy Greensill’s original sixty-six acres of sugar cane, the farm tripled in size within twenty years. By the time Roy’s grandson, Alexander ‘Lex’ David Greensill, was born on 29 December 1976, the family owned hundreds of acres of farmland. Bundaberg itself had grown too. The population was still just about thirty thousand, but they were increasingly wired into the Queensland and Australian economy.


Still, when Lex and his two brothers were growing up, the family often struggled for money. The farm did all right, but they sometimes had to wait months for the supermarkets that bought their produce to pay up. Young Lex thought it was grossly unfair the way big business could use its massive buying power to bully farmers into accepting payment on their terms.


Years later, Lex’s apocryphal backstory always started this way when he retold it time and time again. The point of the retelling was always clear: the financial system is rigged against the little guy, and fixing it was a mission. It was certainly a convenient and compelling creation myth.


In fact, the Greensill farm had mostly run well enough under the stewardship of Lex’s parents, Judy and Lloyd. At school, Lex was smart and studious. He was small and not especially athletic – as an adult, he became an avid long-distance runner and cycled too, and he tried his hand at golf, squash, surfing and water-skiing. But not being on the sports teams was a knock against him in the sports-oriented environment. Combined with his bookishness, this meant he was the occasional target of jockish bullies.


But he was hard-working, becoming school captain and a leading member of the school debating team. In the tough farming landscape of Bundaberg, Lex was learning there was another way to rise to the top. If he couldn’t rely on brawn, then he could certainly win with his brains, his words, his perseverance, his sheer, indefatigable willpower. To make it big, he’d have to work incredibly hard and project remarkable self-confidence.


In Lex’s later retelling, his parents couldn’t afford to send him to college, so he studied for a law degree by correspondence. I could never substantiate this claim that attending university in person was out of his financial reach. There are plenty of people who are not very well off and still attend university, and the Greensills weren’t so poor. Certainly, however, the story embellished his credentials as extremely hard-working and driven and supported his ‘helping-out-the-little-guy’ mission statements.


Either way, Lex worked as a clerk for a local law firm and earned his degree from the Queensland University of Technology by listening to cassette tapes mailed to the farm. ‘I can tell you that is a tough way to earn your degree,’ he told me later. ‘Work full-time, discover girls, and do a law degree all at the same time.’


He also worked voluntarily with an industry group for farmers where he tried to get a better deal out of the supermarkets and wholesale fruit and vegetable buyers. He’d work on the terms in their sales contracts, including how and when they were paid. He claimed that his pro bono work for the farmers’ association had a far-reaching impact. ‘Basically, the little guys get screwed by the big guys,’ he told me. ‘The market in Australia has completely reformed, in no small part, because basically from the point I started my legal career I spent a chunk of my time working gratis on that to help farmers get a better deal.’


BY 1999, LEX had completed his legal studies and articles at Payne Butler Lang, a prominent Bundaberg law firm. He briefly spent some time at Deacons Graham & James, another law firm, with connections across Asia and a focus on intellectual property and new technologies.


He’d also expanded his CV, collecting a list of impressive accolades: world champion of the 1998 Junior Chamber International Public Speaking Competition; finalist in the 1999 Young Australian of the Year Awards (he was beaten by Bryan Gaensler, an astronomer and expert in magnetic fields and supernova remnants); two-term appointee to the Asia Pacific Development Council on bilateral trade and education ties; 1998 Young Citizen of the Year for Shire of Burnett in Queensland. He could speak a little Japanese and he’d become a Justice of the Peace. He was the director of five separate companies, including Greensill Corporation Pty.


Lex was, he said, skilled in law, wireless applications, international trade, insurance, capital raising, sales and marketing, public speaking, written communications, corporate governance, training, organization and management, the etiquette of shareholder and board meetings, and in navigating Asian markets. He’d worked with teams in Australia, New Zealand, Japan, China, Hong Kong, Macau, Thailand, Pakistan, Philippines and Austria.


He said he was ‘tenacious, disciplined and committed . . . my personal drive, fiercely competitive nature, and the ability to perform under pressure for extended periods make me an ideal business associate.’


The CV ran to ten pages in total. For a twenty-four-year-old embarking on his first career steps, the résumé was filled with bold claims and exactly the kind of eye-catching statements that carried Lex through the next two decades. It was also over the top, brash, boastful, and rather less impressive if you parsed the details. You could poke fun at it. But you had to admire the audacity. In my view, the document was in many ways a very fair reflection of Lex Greensill.


IT WAS THE era of the dotcom boom – even farmers in remote Bundaberg had taken notice. Tech or internet businesses were all the rage. If you wanted to earn a fortune, the tech scene was where you needed to be. Lex wanted in on it and moved to Sydney’s richer pastures.


He went to the office of Robert Cleland, a wealthy Australian businessman who’d run some of Australia’s biggest construction and architectural firms. He was a smart, eloquent speaker with movie-star looks. Lex strode into his office as though he owned the place, brimming with confidence.


‘I want to come work for you,’ he told Cleland. ‘And here are my terms.’ Greensill laid out a package that would make seasoned executives blush. He had hardly any experience to speak of, but wanted a bigger salary than Cleland would have paid an experienced company director. Cleland declined Lex’s proposal. But he was impressed by Lex’s chutzpah. Cleland had some space at Australia Square, an office and shopping complex on George Street, in Sydney’s Central Business District. He let hungry young executives who were interested in e-commerce work there. It was a kind of skunkworks for wannabe Australian tech entrepreneurs. Lex took a desk. He quickly made a name for himself, though it wasn’t always a good one. Sure, he was bright and ambitious. But he also came across as rude and arrogant, as though he thought he was better than everyone else. Still, Lex had a foot in the door.


CLELAND WAS AN architect by training. He had studied at Melbourne University and Harvard, and then become chairman at Stephenson and Turner, one of Australia’s top architectural firms, responsible for the design of some of the country’s most prominent buildings. By the 1990s, S&T was an international business, with offices in New Zealand, Singapore and Hong Kong.


And then it all went wrong.


The business was too closely concentrated on relationships with just six key clients. When a shift in the Australian economy sent interest rates spiralling, five of S&T’s clients were unable to pay for work they’d commissioned. Cleland took the advice of his accountants and closed shop.


Then in his fifties, Cleland was not going to retire to the golf course or the beach. He enjoyed work and a new venture was never too far from the front of his mind. He had been fascinated by the potential of computers since the 1980s, when he’d picked up Apple Mac parts from a street-side reseller in Taiwan and put it together himself in his hotel room. A couple of decades later, the internet promised to revolutionize business. Cleland saw an opportunity.


At S&T, one problem the company had faced on large projects was how to make cash flow efficiently from property owners to contractors, subcontractors and suppliers. It was in everyone’s interest to make cash move fast and have supplies turn up on time. But things didn’t always work that way. Cleland and a couple of close associates dabbled in electronic invoice settlement – paying invoices over the internet. That would get funds moving through the supply chain more quickly and prevent costly hiccups and delays in construction projects.


After S&T collapsed, Cleland and a couple of his former colleagues began to put together a business plan for a kind of prototype ‘supply chain finance’ firm. An electronic platform would process invoices instantly, with funding from a bank that would take a small fee. Suppliers would be paid early. Buyers could make their payments later. The whole system would mean that the payments and invoices shuttling between companies would work more smoothly than in the past, and Cleland and his team would make a very tidy profit along the way. They talked to potential clients, including some of Australia’s largest companies. The feedback was positive. A new business named OzEcom was born. Almost.


By September 1999, Lex was working full-time on OzEcom. He was a kind of roving salesman, research consultant and fundraiser rolled into one. Lex worked on the business plan, developed a sales strategy, marketed OzEcom to clients, and sought out new investment. They began rolling out OzEcom to a handful of businesses on a trial basis. Cleland had already attracted a few hundred thousand dollars in venture capital, from a few dozen investors, including friends and family of staff. But they were constantly looking for more sources of investment. Lex tapped up his mother and brother and other Bundaberg connections too.


In November, the start-up was looking at a potential $5 million equity fundraising. Cleland hired investment bankers. They had accountants Arthur Andersen providing advice. French bank Société Générale was to fund the SCF deals. But the deal never got off the ground. Within months, the dotcom bubble had well and truly burst, leaving OzEcom thoroughly deflated. There was suddenly far less appetite for floating shares in internet-based businesses.


Cleland believed that part of the problem was the Australian market. It was too small. He decided to restart the business in London. He flew to the UK, leaving OzEcom in the hands of the – mostly – young guns in the Sydney office. Cleland’s idea was that he’d relaunch the business, and then reverse-engineer a takeover of OzEcom from the UK. After all, he was still the biggest shareholder in what was left of the company. Instead, while he was away, the team in Sydney tried to kick Cleland out altogether. A legal battle ensued, with each side accusing the other of dirty tricks. Cleland, who firmly believed that the future of the business lay in London, cut his losses. OzEcom folded soon after.


Lex later told me that he had put A$250,000 into OzEcom and lost it all. He said OzEcom collapsed because ‘the big people at the top of the company were not able to keep up with my ability to sell.’ The experience, he said, left him ‘like a dog with a bone,’ determined never to lose his grip on success again.


ON 11 SEPTEMBER 2001, while the world watched in horror as terrorists flew planes into the World Trade Center in New York, Lex Greensill was at the British Potato Conference. Lex had moved to the UK and taken a consulting role with Robert Cleland’s new, UK-based SCF business, Transaction Risk Mitigation, or TRM. It was a kind of supercharged version of OzEcom, based in Golden Square, in Soho, London. Lex was researching potential clients, especially agricultural business. He was talking with QV Foods, one of the UK’s largest potato-packing businesses, which counted Tesco, Sainsbury’s and Marks & Spencer as key customers. Lex reported back that QV’s leadership would ‘support, endorse and would immediately participate in a TRM Programme that paid both growers and themselves for potatoes as they are packed.’


This was mundane stuff. The grubby work of a junior staffer at a start-up business trying to make a go of it at the unglamorous end of trade and finance. Lex’s notes were detailed and thorough. He also met with a pea-producing cooperative that sold most of its peas to a giant frozen food company. Lex was not constrained by the humdrum nature of the TRM business. Despite being a very junior member of the team, he was ambitious and cast the net far and wide for new opportunities. He flew round the world and stayed at luxurious hotels and spoke to senior executives at grocery chains, food wholesalers and agribusiness groups in Australia and Asia and Europe.


Cleland had very particular views on the UK’s business culture. The rules were different from the laid-back scene in Australia. It was critically important to wear the right suit, the right tie, the right shirt. These were class markers that would open doors and get deals done.


‘In business, you have to be ready for combat,’ he’d tell his associates. ‘You have to play the game. Dressing down is a game for juniors, because the seniors are dressing up.’


It was a message that Lex took on board and held dear for decades. He and Cleland were close. Greensill started wearing a single-breasted cashmere banker’s coat, identical to the one the veteran Cleland always wore. When Greensill decided to go to business school in Manchester and study for an MBA (Master of Business Administration) in 2004, Cleland wrote a letter supporting his admission and his visa application. ‘We have found Lex’s entrepreneurial skills equally at home with senior management of established leading City firms and regional small businesses.’ Cleland had made a habit of supporting young staff if they needed funding or support for study programmes. He had given Lex a full-time role at TRM to help pay him through the studies. When Lex got married, to a British doctor named Victoria, in a traditional ceremony close to her home in northwest England, Cleland was asked to make a speech. He talked about starting the greatest adventure life can give you; that it was important not to take things too seriously, but always give it your best shot; to take the bad days and the good days with the same spirit.


Lex could also be a difficult employee and colleague. At one meeting of TRM’s directors Lex attended, though he was a junior member of the team, he slammed the board for not following up on leads and he complained that targets were always changing. It was a step out of line for the young Greensill. Cleland pushed back, vigorously defending his track record. The older man held firm, but Lex was clearly bristling with ambition.


Ultimately, though Lex sometimes upset his colleagues, there was a view that his frustration was born out of commitment, competitiveness and a sense of urgency, none of which were particularly bad traits at an entrepreneurial firm like TRM, so long as there were others who could keep him in line.


Cleland was also a stickler for documentation. Everything was conducted in meticulous fashion. He was putting together a kind of blueprint for a new type of supply chain financing. If it was successful, it could be rolled out around the world. The roadmap was all laid out for Cleland, Lex and others involved to use over and over.


TRM was gaining traction. Cleland had attracted an experienced board and heavyweight supporters. Merrill Lynch and Deutsche Bank and HSBC were interested in his work. Barclays agreed to a potential funding deal – the bank discussed providing about $200 million of funding for an SCF-type programme. German software company SAP, Hong Kong-based conglomerate Jardine Matheson, UK water company United Utilities and many others were interested in becoming clients. Cleland had an agreement with French insurance company CoFace to provide trade credit insurance to the TRM programme too.


And then, almost at the last minute, the rug was pulled out from under the firm. CoFace found that its own backers no longer had an appetite for the SCF programme. Without the insurance, Barclays also withdrew. The proposal collapsed. TRM struggled on for a while. It morphed into another similar electronic trade finance business. But the momentum was gone. Cleland eventually returned to Australia.


Lex meanwhile had enjoyed some better luck. For a short time, towards the end of OzEcom, he’d done some work for another tech start-up called 5th Finger. It was a kind of SMS marketing venture that used mobile phones to deliver content and advertising. Lex had helped the company’s founders develop a business plan and pitch it to telecoms companies. When he moved to the UK, he’d tried to set up a 5th Finger office there and develop an international strategy. It was hard to gain a foothold though, and the start-up cut him loose in early 2001 as it focused on Australia. Years later, when 5th Finger was sold to a unit of Microsoft, the early stakeholders, including Lex, each made a small fortune.


By the time TRM ended, Lex had already moved on. He was studying at Manchester, and he was making inroads elsewhere. He lost touch with Cleland, though he’d taken a lot from being around the seasoned businessman. He’d seen Cleland’s blueprint for a technology-driven supply chain finance solution up close and personal. He’d also seen how good business ideas could suffer from fickle business partners. And he’d learned that, if you want to get on, dressing the part is important too.










TWO



Lex and the City


Getting into Morgan Stanley’s MBA internship programme is one of the toughest tickets in banking. Tens of thousands of eager wannabes apply for the coveted positions. A tiny handful make it through. In 2005, the giant Wall Street bank only accepted applications from a select group of elite international universities – the likes of Oxford or Cambridge, INSEAD (Institut Européen d’Administration des Affaires) and NYU (New York University). The University of Manchester’s Alliance Manchester Business School, where Lex Greensill was studying for his MBA, was not on the Morgan Stanley approved list.


For Lex, that was a challenge, not a firmly shut door.


In the mid 2000s, the big global banks were booming, riding a wave of deregulation, new technology and cheap funding to greater and greater profit. Ambitious, aspiring executives on the make knew that the most direct path to extraordinary riches began at the doors of the biggest banks in the world.


Lex had two of the most fabled institutions in his sights – both appealed to his desire for high status and his unwavering belief that he would one day sit at the top of the global financial establishment. One was Rothschild, the centuries-old, blue-blooded London investment bank whose hushed halls are decked with Old Masters. The other was Morgan Stanley, Wall Street’s so-called ‘white shoe’ bank (white buck suede Oxfords were once the hallmark of upper-class American bankers). Both institutions were known for a traditional, slightly stuffy culture. In the introspective hierarchy of the banking industry, they were also at the very peak.


In Lex’s later version of events, he could have chosen to work at either firm, but he rejected Rothschild in favour of the American bank. It was more exciting, more forward-looking, better suited to his sense of enterprise and drive. He had also found an inside track that would help him secure a place there.


David Brierwood was a veteran of Morgan Stanley’s UK business since the 1980s. A guitar-loving British banker, Brierwood had risen through the ranks for two decades, becoming the chief operating officer of the securities division – a highly prominent role in Morgan Stanley’s London office. He had a profile and network that spanned the bank’s global reach.


Brierwood was also an alumnus of Manchester Business School. For many senior bankers, like Brierwood, it was a part of the role to scout your alma mater for talent at campus drinks and social events. That’s where Lex came in. The young Australian was impressive, relentless, convincing and full of self-belief. He was an arch-networker, focused and determined, a standout even among the MBA types eyeing their next high-paying gig. Lex was also evangelical about a unique-sounding idea for a new business based around providing short-term loans to clients who were backed by invoices from their own suppliers. It was a form of factoring, or supply chain finance, that involved funding short-term loans to clients backed by the invoices they owed their suppliers. What Lex was pitching was a version of the blueprint put together by Robert Cleland and his team at OzEcom and Transaction Risk Mitigation (TRM).


Lex’s potential was not hard to spot – even if he hadn’t gone to the right school. His enthusiasm was infectious, and his supply chain finance idea was potentially a money-spinner, even if it wasn’t quite the winning lottery ticket Lex claimed it would be. His career track was interesting – growing up on the farm, his turbulent time in the Australian start-up scene, the law degree, and his work with the Australian farm producers. His background was not typical, and Lex had to jump through hoops. He met with literally dozens of Morgan Stanley executives and answered hour after hour of questions. He had to impress them all. And he did.


Not only was Lex admitted to the programme, but the super-salesman also secured a few special footnotes to his contract. The high achievers who’d made the cut were put on a strict rotation, spending a few weeks in one department of the bank before being rolled onto another and then another. Lex instead managed to persuade his new bosses to let him work exclusively in a single business unit – the fixed income division, which consisted of a couple of hundred people on the lower floors of Morgan Stanley’s Canary Wharf headquarters. He also got the Morgan Stanley chiefs to agree to let him focus entirely on building up the firm’s trade finance programme. Most of Lex’s new colleagues in fixed income had never heard of supply chain finance. It sounded interesting and small enough to be a very low risk. Senior executives saw it as a kind of low-risk research and development experiment and decided to let the young Australian upstart run with his own project, beavering away with minimal supervision.


Even among the alpha types at the bank, Lex was abnormally hard-working and confident about his own success. Other bankers approvingly talked about Lex the ‘demon’, Lex the ‘psychopath’, possessed by his own ambition, uber-focused and working extraordinarily long hours.


He would make outlandish claims about his SCF experiment, too. ‘We’re going to make billions and billions of pounds,’ Lex told his bosses and colleagues. ‘We’re going to be rich.’


Nobody took the boldest of Lex’s statements too seriously, but the Morgan Stanley chiefs figured that even if he earned the bank a fraction of what he boasted he could deliver, it would be worth it. And given Lex’s drive and self-belief, who would bet against him?


Lex was racing ahead of the other MBA interns. He still had to take part in the same team-building events – trips to cookery schools or to greyhound tracks. When he joined them for social drinks or dinners, he’d never truly let loose like the others. And when the internship programme ended, and the rest of his cohort went back to school to finish their MBAs, Lex stayed on at Morgan Stanley, completing his studies part-time. Soon, Lex was running the trade finance team, known as TReFS, short for Trade Receivable electronic Financing System.


(Several of his Morgan Stanley colleagues later became key members of the Greensill team too. Among them were Roland Hartley-Urquhart and Dave Skirzenski, two US-based Morgan Stanley executives who helped to develop a global client base for TReFS. Jason Austin and Chris Bates, a lawyer Lex knew from business school, were also at Morgan Stanley – Bates shared a flat with Lex in the Isle of Dogs, then a relatively unfashionable area close to the bank’s headquarters in Canary Wharf.)


The team eventually grew to about a dozen people, with Lex as leader. While he continued to meet frequently with David Brierwood – his mentor – Lex’s reporting line was to Jane Guttridge, a tough, New York-based Morgan Stanley veteran. Guttridge’s career had already passed its peak. She mostly left Lex to run with the TReFS business, while acting like a full-time cheerleader for the young Australian in the upper echelons of the bank.


LEX CERTAINLY STOOD out. When he first showed up at Morgan Stanley, as a very junior banker, he handed out his own, home-made business cards. And while most of the desk-bound bankers he worked alongside dressed casually, in chinos and open-collared shirts, Lex turned up in stiff, tight suits. His new colleagues joked that he looked like an undertaker.


A lot of what he wore was bespoke, from a tailor in Cheshire. Increasingly he also eyed Savile Row and Jermyn Street, the homes of high-end tailoring in London where top bankers had their suits cut and fashioned. He talked about buying £1,000 shoes as though no banker was complete without a pair.


Much of Lex’s fashion sense came from a niche, tongue-in-cheek British magazine called Chap, which celebrated conservative styles like tweed and pocket squares. The magazine, and a book called The Chap Manifesto, became famous for a while because the publisher organized street protests when the preppy fast-fashion brand Abercrombie & Fitch planned to move into Savile Row. On weekends in the office, when other bankers would dress down, Lex would still wear a suit and tie. In rare moments of relaxation, usually back at his home in Cheshire, he wore garishly coloured trousers – purple, yellow or pink – and he almost never wore trainers, except when he was running.


His accent changed. Bundaberg drifted into the distant past and he began to acquire the clipped tones of the British upper class. Colleagues were often surprised to find out he was from Australia.


He was also fascinated by the British establishment.


‘One day,’ he told his TReFS team, ‘I’m going to be knighted.’


At work, he had an acute focus on even the most boring details. He would ask specific, technical questions of the staff who worked in accounting or in technology. He wanted to know how the software worked. He wanted to know how TReFS would be accounted for. He was no whizz with computing or software but, compared to most colleagues, he was like a tech visionary in the stuffy Wall Street bank.


The TReFS team sat in a glass office, at one end of a huge floor dedicated to fixed income. Outside, the trading desks were buzzing with row after row of bankers working on mortgage-backed securities and other complicated investments – the alphabet soup of derivatives with acronyms like CDOs and ABCP that blew up when the financial crisis roiled the global economy and sent the financial sector into a tailspin.


Lex’s team was a sideshow, but he was going after the bank’s biggest corporate clients, including household names and big businesses. His pitch was very similar to the OzEcom and TRM blueprint developed by his one-time mentor, Robert Cleland. It went like this: Morgan Stanley’s biggest corporate clients paid their suppliers ninety or 180 days after they submitted an invoice. That meant suppliers were out of pocket for a while, which could put them under some financial strain. The bank would step in and pay suppliers much earlier, but at a discount. The bank would collect the full invoiced amount later and it would fund this programme through the asset-backed commercial paper market – in effect, Lex would convert the clients’ obligation to pay the invoices into securities that in theory could be traded like bonds. The whole thing would be wrapped up with a Morgan Stanley guarantee, and they’d buy credit protection – insurance that pays out if the client defaults on the loan – to hedge against the risk of a default.


The whole programme ran on a privately owned, third-party technology platform called PrimeRevenue that carried out most of the heavy lifting, processing the invoices and matching payments. PrimeRevenue was a relatively tiny tech start-up and Morgan Stanley was a key client for the firm. There was a sort of co-dependency. PrimeRevenue needed Morgan Stanley because the bank was its biggest client. Lex needed PrimeRevenue to make TReFS work. Culturally, though, the two organizations were miles apart, and the laid-back techies mocked Lex for his fake British accent, and his uptight behaviour.


The TReFS team remained small, but Lex acted as though they were already a big deal. He and his team would fly around the world, meeting with top-level executives at major companies in New York, Tokyo, Hong Kong, Sydney. Lex even bragged to colleagues that he might have the highest travel bill of any executive in the company.


TReFS had some success. Kingfisher, the home improvement business, signed up, as did the huge UK supermarket chain Sainsbury’s. Executives there saw the programme – known as ‘Project Perceval’ – as a logical, safe way to provide relatively cheap funding for their small suppliers. Lex even hired a video production crew to film Sainsbury’s trading director Mike Coupe in a stilted, low-fi video touting the benefits to suppliers of ‘improving your cash flow, your liquidity and improving your costs.’ Morgan Stanley then paid to mail out the video on CD-ROM to hundreds of Sainsbury’s suppliers. (A few years later, when Coupe was Sainsbury’s CEO, he was famously caught on camera another time, singing ‘We’re in the money’ while waiting for an interview about a planned merger with one of the store’s rivals.)


Lex told colleagues he was the highest-paid Morgan Stanley associate in the world. Within months, he had been promoted to vice president. Within two years, he told some colleagues he’d been paid a million-pound bonus – incredibly quick even by the then excessive standards of the City.


He talked about changing finance for ever. The young, energetic team he’d forged found it easy to fall in behind the mission. But even at this early stage in Lex’s career, some colleagues were also concerned that Lex’s promises were running ahead of reality. He presented overly ambitious projections that didn’t reflect what they were seeing on the ground in meetings with clients. Lex would frequently tell senior managers that this corporation or that big business was going to sign up to TReFS, when his colleagues knew they’d only held a preliminary meeting. It was wishful thinking. The client might sign up eventually, but Lex presented it with such bravado, with such a bold face, that anyone hearing him would think the deal was as good as done.


He was also proposing deals that were much more complicated than the simple supply chain finance model, relying on multiple layers of default protection or complex structures and funding methods. Often the programmes Lex conjured up fell into an accounting grey area, which appealed to some clients as they could shift debts off their balance sheet.


Still, the business was growing, and Lex’s reputation in the bank was rising with it.


Then disaster hit.


The global financial crisis was borne out of lax mortgage lending in parts of the US, but its impact went around the world. One morning, in summer 2008, the TReFS team showed up to the office and the trading desks that mapped out their floor were more or less empty. Hundreds of fixed income staff found their security cards didn’t work. They had been laid off overnight.


Lex’s team had slipped through the net. He seized the moment. We’re still here because supply chain finance is the future of banking, he said. We’re changing the world. He was like the coach of an underdog sports team, rousing his players for a shot at the title. His mostly young TReFS team was impressed. In the midst of this huge banking crisis, Lex was coming out fighting.


In reality, his optimism was misplaced. A few months after the trading floor had been cleared out, TReFS was effectively finished too. As the crisis raged, a Chicago-based investment management company that ran a crucial part of the TReFS programme – the asset-backed commercial paper conduit – called to say they were pulling out. Their move was swift and decisive. For Morgan Stanley, exiting TReFS wouldn’t be so straightforward. The bank couldn’t just shut the programme off. That would leave some big customers in the lurch. Sainsbury’s had quickly run up close to $1 billion in the TReFS programme, all of it financing the grocery chain’s extensive network of suppliers. The financial crisis had taken on a deeply political flavour, and it would have been impolitic of the US bank to leave a major UK blue-chip company with such a headache. But the bank didn’t want Lex’s SCF loans to land on its balance sheet either – across Wall Street and the City, bankers were trying to shrink their balance sheet lending, not grow it.


Lex found an opportunity amid the meltdown, conjuring a complicated resolution. This involved shifting funds from one of Morgan Stanley’s subsidiaries – a specific type of deposit-taking banking subsidiary known as a Utah Industrial Bank. Banking authorities have strict rules about using customer deposits for investment banking activity, though Lex always insisted that he believed the plan didn’t breach any regulations. He made it work, for a short time at least, and the investment bank was able to tap hundreds of millions of dollars of liquidity, he told colleagues later.


(Much later, a lawyer for Lex and his media spokesperson told me this story wasn’t true. A Morgan Stanley spokesperson denied it too. But then, in an interview with me, Lex said on the record that he had in fact tapped the Utah Industrial Bank for funding and he insisted that there was no breach of any rules. When I went back to Morgan Stanley, the spokesperson again said it never happened.)


By February 2009, Lex’s bosses needed a permanent solution. They launched a sales process and tried to find a buyer for the entire TReFS programme. A pitch deck for the sale was dubbed Project Cloud – a reference to a special purpose vehicle (SPV) called Thunder that had been set up to process the SCF programme. (SPVs are subsidiary companies, frequently used in structured finance, that perform a specific business activity.) The sales deck for Project Cloud said the business at that time had relationships with five clients, and about 500 suppliers, and that there was about $500 million of outstanding loans. The document explained that Thunder, which was sponsored by Morgan Stanley, bought the rights to debts that its clients owed to hundreds of their suppliers. The deck explained the relationship with PrimeRevenue. And it touted the ‘opportunity to acquire [a] high-performing management team.’
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