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Chapter 1

The Party

Three days after clinching his first gold deal, Juan Pablo Granda clutched a toilet in the bathroom of Lima’s trendy beachside restaurant Costa Verde, vomiting uncontrollably.

A torrent of bitter stomach acid mixed with pisco sours—Perú’s supersweet, deadly strong national drink—rained down into the porcelain bowl.

It had been a hell of a birthday party for his company’s biggest supplier, Pedro David Pérez Miranda, a muscular playboy with a thick mane of curly black hair who had been dubbed “Peter Ferrari” by the local press for his love of European sports cars, tight shirts, and beautiful women. Rumors of his fondness for plastic surgery abounded, including speculation that his tight buttocks were aided by implants. Ferrari spared no expense on his fifty-third birthday. A bottle of Johnnie Walker stood on each table. Gold Label, of course. Models and expensively suited men danced to the rhythms of a live salsa band. The room screamed money—and not necessarily the legitimate kind. In Perú, the world’s second-leading producer of cocaine, the flashy Pérez Miranda had been dodging allegations for two decades that he dealt in stronger stuff than gold.

Granda was starting his new job traveling Latin America and the Caribbean as a gold buyer for Miami-based NTR Metals. His boss, Samer Barrage, and the more experienced salesman Renato Rodriguez had brought him to the party on February 21, 2013.

The three men had known each other in Miami for nearly a decade before going to work for NTR. Now, twenty-six hundred miles south in Perú, they were embarking on a grand adventure.

Granda, short and round-faced with jet-black hair, was the baby of the bunch, a hard-working, hard-partying bachelor from the suburbs south of Miami who had recently earned his MBA.00

Rodriguez, forty, was a working-class family man born to Ecuadorian immigrants and raised in Brooklyn.00 He went by “Ronnie.” On his arms, he wore three tattoos: his father’s signature, his daughter’s footprints, and the postmark from the letter that his father had mailed his mother asking her to marry him. He was a big man, six foot one and 280 pounds, sensitive about his weight, and desperate to fit in with Barrage and Granda, both handsome and suave. When the other two called him “Fat Ronnie,” as they often did, the nickname stung. But Rodriguez didn’t fight back. He yearned to be one of the gang. On their business trips across South America, when Granda and Barrage frequently hired escorts at local hotels, Rodriguez would shed his family-man exterior and join them.

Barrage, thirty-six, was the boss, more worldly and sophisticated than his subordinates.00 Born in London, he spoke with a posh British accent and owned homes in Nicaragua and Spain. His brother worked at a top law firm in Washington, DC. His son went to an elite Miami prep school that produced half the city’s mayors, lawyers, and judges.

They were three amigos, alike in their ambition and disregard for following the rules. They hungered for their vision of the American Dream. And Miami, America’s modern-day Casablanca, was the best place to find it. Because of its proximity to Latin America, Miami had become the United States’ gold-import capital, the center of a multi-billion-dollar gold industry that sells metal to hundreds of Fortune 500 companies and central banks.

The global supply chain rests on exporters like Pérez Miranda. For a year, Barrage and Rodriguez had cultivated the man better known as Peter Ferrari, finally stealing his business away from a rival Miami gold company in 2012. It was a major coup. Pérez Miranda didn’t own any mines himself; rather, he was a “collector” or “aggregator” of metal that he bought from miners and smaller dealers. These brokers—in Spanish called comercializadoras—feed jungle metal from places like La Pampa, the giant illegal rain forest mine, into our pockets, through our ears, and around our fingers, wrists, and necks.

When Granda was finally done throwing up at Peter Ferrari’s birthday party, Barrage and Rodriguez helped him from the bathroom to a couch in the restaurant’s lounge. He took a fifteen-minute nap and then jumped up and started drinking again.

There was no time to rest. With Ferrari as a major client, the Americans believed they had bought a lucrative one-way ticket into the narcotics-fueled netherworld of illegal gold trading in Perú. Drug traffickers, always seeking ways to launder their money and appear to the outside world as legitimate businessmen, had started investing their cocaine cash in South America’s informal gold-mining industry. It was a perfect cover.

Trading gold made financial sense, too. Between 1999 and 2011, the price of a single, fourteen-pound gold bar skyrocketed from $51,000 to $390,000, driven by terrorist attacks, financial insecurity, and a searing hunger for jewelry and electronics in the consumer markets of India, China, and the United States.00 In America, the boom was helped by bullish gold bugs like Fox News host Glenn Beck, who produced fear-mongering advertisements urging listeners to invest in the reliable metal.

Most of the world’s gold comes from mines controlled by multinational conglomerates. Just five countries produce half the world’s annual gold supply: China (roughly 400 tons per year), Australia (300 tons per year), Russia (295 tons per year), the United States (210 tons per year), and Canada (180 tons per year).00

Those big mines have a host of problems: They destroy mountains, ravage landscapes, and contaminate the air, water, and soil. In countries with weak labor protections where gold is also mined—like Indonesia, South Africa, and Ghana—the big mines are known to exploit workers. But big mines are generally subject to far more regulations, and are more free from the influence of organized crime, than the industry that has come to be known as informal, or “artisanal,” mining. The informal miners work outside the regulated government system.

There is nothing artisanal about how the vast majority of them mine; they are not craft cheese makers or country vintners. Rather, they are people desperately trying to earn a living through subsistence mining, with little education or access to financing and safe equipment. Because of their crude methods, the small-scale miners have become the world’s largest source of mercury pollution, releasing an estimated 1,400 tons of the dangerous chemical into the earth’s environment every year. As big mines and traditional sources of gold tap out, the growth in the small-scale mining industry has been tremendous. Twenty-five years ago, an estimated six million people worked in small-scale mines. Today, the World Bank estimates a hundred million artisanal miners worldwide are active in eighty countries, producing 20 percent of the global gold supply. At least a third of them are believed to be women and children. They abound in remote areas of underdeveloped countries in Latin America, Africa, and Southeast Asia.00

Elemetal, NTR’s parent company, saw the small-scale miners as an opportunity. Before the Great Recession caused prices to spike, Elemetal only bought gold domestically, operating a chain of “We Buy Gold” stores across the United States. The storefronts took in metal from pawnshops, antique stores, and people looking to junk their heirlooms and old coins. But in 2012, the company expanded its operations abroad, to Latin America, where the legion of artisanal miners was carving a valuable new supply of gold out of the jungle.00 Elemetal quickly surpassed its competitors as the largest buyer of South American gold. The rapid expansion brought the American company into contact with unsavory characters like Ferrari, particularly in the major gold-producing nations of Perú, Colombia, and Bolivia, which supply 40 percent of raw gold exports to the United States—and all of its cocaine. Thanks to the three amigos’ aggressive sales tactics and see-no-evil approach, NTR Metals would buy nearly $1 billion worth of Peruvian gold by the end of 2013, or one of every two ounces of Peruvian metal heading for Miami.00

Granda, Barrage, and Rodriguez were far from the only traders buying dirty gold in Latin America.

They were simply the best at it.

 

Even as a kid growing up in the flat, sprawling suburbs south of Miami, Juan Pablo Granda was fascinated by gold.

When his parents took him to visit his native Ecuador, which he’d left as a small child, Granda begged them to buy him one of the gold chains hanging in Quito’s outdoor markets. “Gold is in my blood,” Granda told his friends after joining NTR Metals in late 2012. “The Incas worshipped gold. It’s in the water down there.”

Named after Pope John Paul II, the Quito-born Granda became the man of the house as a young teen, when his parents split up and his father and older brother moved back to Ecuador. His mother, who worked in sales for wholesale flower companies, needed support—and Granda was clever and hard-working enough to provide it. He brought gum to school to sell to his friends. One winter, he hawked Christmas trees. He enrolled in one of the best high schools in Miami-Dade County, studying business and finance. Even though he stood barely five feet six inches, his tenacity and speed won him a starting spot as a cornerback on the school’s football team. His grades were strong enough to earn a scholarship to Florida State University.

In 2004, Granda graduated from FSU with a double major in international business and management. He was so broke he had to borrow twenty dollars from a friend to fill up his car for the eight-hour drive south to Miami, where he moved back into his mother’s modest suburban home. Work quickly found him. Thanks to a fraternity brother, Granda landed a job selling subprime loans for home lender Household Finance—a subsidiary of the financial giant HSBC—just as Miami’s real estate market was peaking with record-high prices.

During the heady days of the housing bubble, anyone who wanted a loan could walk into a storefront and come out with money for a brand-new home.

Granda made $90,000 in his first year. He leased a Lexus 350. He bought a three-bedroom house on a lakefront in Cutler Bay, close to where he grew up, for $275,000. His down payment? Five bucks.

The job was mostly phone sales. In the office, the bosses showed them movies like Boiler Room and Glengarry Glen Ross, not as cautionary tales about the pitfalls of unethical salesmanship but as inspiration. The films were required viewing. Alec Baldwin’s famous speech from Glengarry Glen Ross became a mantra for the testosterone-driven young salesmen.

“Coffee is for closers,” they would shout as they sold homes to people who couldn’t afford them.00

It was in this hothouse that Granda met the two men who would one day bring him on to their team of Miami’s top gold dealers. Working in the subprime industry couldn’t have been better training.

Renato Rodriguez was the manager at the loan office. Rodriguez and Granda didn’t spend time together outside the office, but they did bond over their shared Ecuadorian heritage. At work, Rodriguez certified Granda as a fluent Spanish speaker, allowing him to earn more money.

Samer Barrage managed a branch the next town over. Rodriguez had hired him at a job fair a few years earlier and the talented Barrage rose quickly.

Barrage grew up in England in the 1980s. He was eleven when his parents split up. Two years later, he was packed off to boarding school. When he was seventeen, his mother married an American doctor and the family left for a new life in Macon, Georgia. By 2001, he had graduated from college, moved to Miami, started working for HSBC, gotten married, and had a son. While working full-time, he earned an MBA at the University of Miami.

In South Florida, the Barrage and Rodriguez families grew close, buoyed by successful careers. Selling subprime mortgages was easy money—until suddenly it wasn’t. The real estate market didn’t just crash in 2007. It imploded, wiping out the savings of a nation and costing many homeowners their heavily mortgaged properties. Soon, Cutler Bay, the city south of Miami where Granda worked and had grown up—with its newly built pool-filled subdivisions that desperate homeowners could no longer afford—boasted the highest foreclosure rate in Miami-Dade County.00 It seemed to happen so fast. Six months before Granda was laid off, he had been promoted to manager and opened a new branch. Now, with no income, he stopped paying his mortgage so he could short-sell his house, returned his Lexus to buy his mother’s Acura, and moved in with a friend in Fort Lauderdale. Barrage’s marriage fell apart and he divorced.

Gloom hung over Miami. But the three amigos landed on their feet.

Barrage took a job as a sales manager at Kaplan University, one of the leaders in the booming field of for-profit higher education, which reeled in students who couldn’t gain admission at traditional schools. Soon, he was promoted to director of the graduate admissions department. Barrage threw Granda a lifeline, hiring him as a salesman. Instead of selling the dream of a home, Granda was now selling the dream of higher education. The product didn’t matter. Granda knew what he was really selling was himself. He was pursuing an MBA at Kaplan, he told prospective students. Why would he pitch them something he didn’t believe in himself?

The hustle at Kaplan was lucrative, mainly because of easy-to-get federal government loans for students. But the school and others like it were criticized for make extravagant promises about the value of their degrees that left many students deeply in debt and unable to repay given the low wage jobs they tended to secure after graduation.11 The Obama administration pushed to crack down.

Barrage, who by this point had remarried, didn’t stick around for Kaplan’s decline. In early 2011, he left for a new job. Something to do with gold, he told Granda. He didn’t say much. They fell out of touch.

Then, more than a year later, in December of 2012, Barrage called Granda at home out of the blue.

“Unless you’re happier than a pig in shit,” he said, “I’ve got the perfect job for you.”





Chapter 10

“Flight of Last Resort”

NTR Metals started out melting down jewelry, gold coins, and even gold teeth when brothers John and Steve Loftus launched the precious-metals business in a rundown industrial neighborhood of Dallas in 2004.

The acronym NTR stood for “North Texas Refinery.” (The company would later be renamed Elemetal though the Miami branch that employed the three amigos remained NTR Metals.)

The Loftus brothers have said they recognized “enormous potential in gold” even then, at a time when prices were low.

“Our founders saw a nascent blossoming industry ripe with potential,” a glossy in-house magazine for employees and clients reported in 2016. “They knew it was only a matter of time before the market corrected. And as we all know the market did more than correct—it skyrocketed.”00

The brothers were right: their fledgling gold firm boomed after the financial crisis wrecked the global economy at the end of 2007. Stocks were tanking. Banks collapsed. Everyone wanted gold. The metal seemed like the market’s only sure thing. Like funeral homes and pawnshops, gold is recession-proof.

On March 16, 2008, the day Wall Street bank Bear Stearns went under, an ounce of gold sold for roughly $1,000.00 Over the next three years, gold would nearly double in value, hitting an all-time high above $1,900.00 That growth far outstripped the Dow Jones Industrial Average, which grew by just 6 percent over a similar period.00

“The founders often joke that their biggest struggle was expanding fast enough to meet the booming market,” the company magazine states.00

The Loftus brothers were two sides of the same coin. John was a quiet, intelligent, and analytical former commodities trader. Steve was the entrepreneur, a relationship man always asking questions. It had been Steve who recognized the opportunity in gold—and he saw more opportunities everywhere. Steve came up with ideas for expansion; John applied the brakes. Together, they were the company’s brain trust.

John would become CEO, but Steve ran the show. Employees used to joke that on the company’s organizational chart, Steve represented the white space. He controlled everything.

Elemetal’s office Christmas parties grew legendary. One year, the company flew in its entire national staff for a holiday extravaganza in the ballroom of the Omni Dallas Hotel. As a cover band played classic-rock hits, employees competed in casino night games. The prizes included flat-screen televisions, new computers, and Louis Vuitton handbags. The whole shebang must have cost upward of $1 million, staff whispered.00

Conservative celebrities with a doomsday flair cut commercials endorsing gold companies. In 2010, Fox News host Glenn Beck pitched a company called Goldline on his syndicated talk-radio show.00 As his hook, he used the collapsing US economy and, for good measure, even mentioned Germany’s undoing before the rise of Hitler.

“I want you to read the headlines today,” Beck told his nine million weekly listeners. “I want you to read about the stock market. I want you to read about housing sales. I want you to read in the last thirty months we’ve added $4.4 trillion to our debt. I want you to read up on the Weimar Republic.”00

The solution, according to Beck? Gold.

“It is always the flight of last resort, it is always the hedge against inflation,” the talk-show host explained. “I don’t know what’s going to happen. I really don’t. But I would ask that you consider your options. And call Goldline.” (Goldline’s executives were later accused of fraud, although criminal charges were dropped after the company agreed to refund millions of dollars.)00

That kind of panicky demand—coupled with the needs of manufacturers, jewelers, and Silicon Valley firms—fueled Elemetal’s sales. Many industries depend on gold. Because it is a good conductor and does not corrode, gold is increasingly used in electronics. Circuit boards in laptops, cell phones, cameras, even cars contain small amounts of gold. Phones contain an average of 0.034 grams of gold, worth about $1.70, according to the US Geological Survey.00 But tech companies generally account for just 10 percent of gold demand.00 Half of annual gold demand still comes from the jewelry industry. Investors seeking gold bullion (coins, ingots, and bars) make up a quarter of demand, while central banks account for the remaining 15 percent.

At the same time gold demand was spiking during the financial crisis, the economic turmoil also drove up Elemetal’s supply. As Americans pawned their jewelry and antiques for cash, the supply of scrap gold soared by a third.00 In other words, the financial crisis helped Elemetal coming and going, by creating both robust supply and ravenous demand. The more gold Elemetal could buy, the more it could sell to Fortune 500 companies. It was an ideal time to be in precious metals. There were new faces in Elemetal’s office almost every day. The company had a start-up energy, former employees said, even though its location—an industrial suburb full of warehouses, strip clubs, and a hose-supply store—was far from glamorous. The only thing holding them back was finding enough gold.

By the year of Beck’s rant in 2010, the Dallas company had nearly thirty scrap-buying branches around the country, including NTR Metals’ warehouse office in the Miami suburb of Doral, where the three amigos would soon work. Elemetal even expanded to the United Kingdom, and later to Germany, Spain, and Hong Kong.

Still, there was more room to grow. Elemetal was essentially a glorified middleman. It operated as a gold dealer buying and selling metal. Any gold that came into Elemetal branches was resold to the American arm of a competitor, the Swiss conglomerate Metalor, which had its own refinery. Elemetal needed its own plant to refine gold, which was a far more profitable business. 

The Loftus brothers could make so much more money—if only they owned a refinery.

 

The small town of Jackson, Ohio, sits nestled in the Appalachian hills of the state’s southeastern corner, near the West Virginia border. It was founded in 1816 and populated by a “Great Welsh Tide” of pioneers from Wales. Decades ago it boasted fine hotels and mansions, thanks to its status as a capital of America’s booming iron trade. But like many Midwestern towns where manufacturing jobs were evaporating, Jackson, with a population of about sixty-three hundred, descended into a generational economic depression.00 For a glittering moment in the twenty-first century, it seemed gold might be Jackson’s way back to prosperity.00

As the recession loomed, Jackson had one solitary success story, an unexpected player in a growth industry: Ohio Precious Metals.

The refinery had started melting gold on a tiny site in 1974.00 It was far from the centers of the precious-metals trade in New York, Los Angeles, and Miami, as well as the mines of the western United States. But it survived by buying and refining small amounts of scrap gold.

In 2004, the same year the Loftus brothers founded NTR Metals in Dallas, a wealthy local businessman named Alan Stockmeister bought Ohio Precious Metals.00 He believed in gold’s promise as strongly as they did.

Stockmeister was the closest thing modern-day Jackson had to a tycoon. Aside from Ohio Precious Metals, Stockmeister Enterprises had interests in construction, real estate, banks, movie theaters, a plumbing business, and hotels. He also owned the local newspaper.

Stockmeister pumped money into the facility, moving it into a former Campbell’s Soup factory on the outskirts of town. All of a sudden, Jackson boasted one of the five biggest gold refineries in the United States, along with Republic in Miami; Metalor in North Attleboro, Massachusetts; Johnson Matthey in Salt Lake City; and Kennecott Copper in Magna, Utah.

When the recession sparked a scrap-gold boom, Ohio Precious Metals couldn’t keep up, even with the aid of a $9.47 million loan from President Barack Obama’s 2009 stimulus bill.00 There was no way the plant, which employed fewer than a hundred people, could refine all the gold coming in. Stockmeister didn’t have the cash to invest in new equipment and technologies.

But Elemetal and the Loftus brothers did.

In April 2012, the companies announced what they called a merger but was in practice an acquisition led by Elemetal. The Dallas company got its refinery. OPM acquired a new supply of gold—and the resources to process it. A lucrative partnership had been born. Even the Wall Street Journal noticed.00

“It’s pretty much hand in glove,” Stockmeister told the paper of his deal with Elemetal.

The week after it sealed the takeover of Ohio Precious Metals, Elemetal paid $7 million for a modern office building in Dallas, a real corporate headquarters.00 The Dallas company began shipping equipment and workers to Jackson, many of them refugees from Laos who had originally worked in Elemetal’s small assaying operation in Texas. They tended to stick out in rural Ohio. Other newly hired workers came from the surrounding area. By the fall, the refinery’s workforce had nearly doubled in size to 180 employees. State and local leaders rallied round.

When Elemetal announced in 2013 that it would open a new metals recycling plant in a nearby town that would create five hundred jobs over five years, Ohio governor John Kasich spoke at a news conference alongside Elemetal executives. “The one thing we can’t do is slow down,” Kasich said. “I’m your friend and I am committed to you.”00

State legislators amended the tax code to ensure the facility would stay in Ohio rather than move to Texas. “There are only a few other companies in America that can refine precious metals . . . with the quality and volume that they do,” State Representative Terry Johnson wrote in a local newspaper. “Virtually all the jewelry at Tiffany’s came through their factory in one form or another.”00

Elemetal cared about its image, securing a “conflict-free” certification from an industry-backed group certifying that its gold did not come from war zones in and around the Democratic Republic of the Congo. “We are proud to be the first compliant gold refinery in the United States,” the refinery’s president, Bill LeRoy, said in 2012. “OPM has shown continuous commitment to the responsible sourcing of precious metals and . . . high quality, socially responsible gold products.”00

But as NTR’s imports soared the next year, Elemetal executives developed a severe case of what former employees and refinery workers describe as “gold fever.” The bosses didn’t ask many questions—the gold was pouring in and that was all that mattered. While the higher-ups stayed silent, one former worker at the refinery said he and his colleagues grew suspicious about the source of all that metal. Through Google searches, they found disturbing photos of Peruvian children diving in mercury-tainted pools of water with hoses to suck up tiny particles of gold. One of the workers showed the pictures to an Elemetal supervisor. “So what?” the manager replied. “They’re making fourteen cents a day.”

At the end of the day, no one was looking very closely at the foreign gold the company was bringing in. Not Elemetal’s compliance program or corporate management. Not customs officials in South America or the United States. Not the precious-metals industry’s regulator, the US Treasury Department’s Financial Crimes Enforcement Network, which is tasked with enforcing anti–money laundering laws such as the Bank Secrecy Act. And certainly not the private gold exchanges and industry groups that vouched for Elemetal’s gold.

These entities—based in Chicago, London, and Hong Kong—certify refineries as “good delivery” after testing the purity of their metal. Of those three, the London Bullion Market Association, the most prestigious industry group, also touted rules requiring refineries to demonstrate effective compliance and sourcing policies to ensure their gold came from responsible mining operations. Making a good delivery list is the pathway into global markets and Fortune 500 companies.

Ohio Precious Metals made the Chicago Mercantile Exchange’s good delivery list a few months after the 2012 merger with Elemetal.00 Then, in April 2013, it was added to the Hong Kong exchange. A press release touted OPM as the only US-owned refinery to make the cut.

Later that year, the London Bullion Market Association added OPM, too.00 It was a major coup for Jackson.

The London good delivery list had been founded in 1750 as a way for England’s Royal Mint to guarantee it was dealing in quality gold. On its website, the association boasted it was the “de facto standard trusted around the world.” Any company on the list had passed compliance tests meant to ensure a supply “free from metal that has financed conflict or been used for money laundering or terrorist financing.”00 For Elemetal, it was outstanding marketing. Only two other US refineries were on the list at that time.00

Elemetal’s client list now resembled a who’s who of America’s biggest companies.00 By 2015, nearly seventy of the Fortune 500 were buying its gold. Jackson’s refinery was feeding dirty gold—mined illegally in vast stretches of Perú’s scarred rain forest—to almost every major US industry.

Among its clients were major tech companies: Apple, Google, HP, and IBM.

Autos: General Motors and Ford.

Chemicals and pharmaceuticals: Johnson & Johnson, Dow Jones, Merck.

Defense: Lockheed Martin.

Retailers: Macy’s, Staples, Gap, Ralph Lauren, and JCPenney.

Verizon and JetBlue Airways were on the list, too. Even Starbucks and the Walt Disney Company were buying Elemetal gold.

The company’s metal suffused the entire US economy. And that meant nearly every American consumer was complicit in the catastrophic environmental destruction overwhelming Perú’s La Pampa.





Chapter 11

The Crackdown

NTR’s gold supplier, Pedro David Pérez Miranda, aka Peter Ferrari, wasn’t completely aware of it, but his world was shifting beneath his feet.

President Ollanta Humala, who took office in 2011, was under pressure to do something about the sprawling illegal gold mines in southeastern Perú that were drawing international scrutiny.

Not only were the environmentalists and conservationists on his case, but legitimate miners—a politically powerful and influential group—were pushing him to do something about the activities in La Pampa that were giving the entire industry a bad name.

In February of 2012, the government made illegal mining a criminal offense punishable by up to eight years in prison.00 Two months later, congress also took aim at those who were financing the activity, passing a mouthful of a legislative decree: “The Efficient Fight Against Money Laundering and Other Crimes Related to Illegal Mining and Organized Crime.”

The preamble to the law captured just how alarmed the government was: “We are witnessing a worrying increase in crime related to illegal mining activities, which, in addition to seriously damaging the ecosystem, life and health of the people, also represents a serious destabilization of the socio-economic order.”

Under the new rules, those caught laundering money generated by illicit mining, drug trafficking, kidnapping, extortion, or terrorism could face up to twenty-five years in prison.

Illegal mining had taken its place in the pantheon of national threats.

The new rules created new headaches for gold buyers like Ferrari. The provisions required them to register their companies with the Ministry of Mines and keep detailed records on who sold them gold and where it came from. In many ways the rules seemed impossible to comply with. At Ferrari’s gold-buying shop, people often came in with jewelry or coins to sell—whether they were family heirlooms passed down for generations or stolen, it was impossible to tell.

In theory, sellers were supposed to show receipts to prove they were the rightful owners, but most often they would simply sign a statement swearing the items were theirs.

For gold miners, that process was even trickier. Although the miners had to present their mining titles and other documents, there was no way for them to prove the gold actually came from those mines. And most of the gold buyers in Lima really didn’t want to know.

The less scrupulous found easy ways around these new regulations. A number of mines produced little but legal justification, charging illegal miners a fee to say that gold was being extracted from their legitimate operations. And gold merchants often bought or swapped lists of tax ID numbers and names—lists that allowed them to fill out purchase orders even if the actual seller wasn’t strictly legal. Also, dodgy lawyers would create companies and books of invoices that could be used by gold dealers.

Despite the workarounds, the new laws had an almost instant impact.00 From 2012 to 2013, the volume of Perú’s once-rising gold exports dropped 3 percent, in part as a result of the new requirements.

Yet despite the crackdown, Ferrari and NTR Metals defied the national trend. During that same period, three companies that were suspected fronts for Ferrari’s operations (Mano de Dios, Minerales Gold MPP, and Comercializadora de Minerales Rivero) exported $238.5 million worth of gold and precious metals—up sharply from just $61 million the previous year.00

And Ferrari himself seemed unfazed, keeping up a routine that many casual associates found at odds with his hard-partying reputation. Though he seemed to live in a world surrounded by vices—and often acted and dressed like a narco kingpin—he was also something of a health nut.

José Estuardo Morales, one of Ferrari’s longtime associates, said he was hired as a driver and often that meant following the gold magnate in a car as he jogged down the beach in Lima in the predawn hours.

Morales said his boss’s public persona and actual personal life were almost comically divorced. His one true vice was women. All his other vices were subordinate. He exercised regularly to look good when he went out clubbing. And he kept his clubbing under control so he could work out.

“He was a health freak,” Morales said. “He never did a gram of coke in his life.”00

Ferrari also credited his healthy lifestyle (not the often-rumored plastic surgery) for his youthful looks. “I don’t smoke, I’m an athlete, I have no vices at all,” he told reporters in 2018. “I’m more than 50 years old but I don’t look like it. I’ve never been sick.”00

Another secret to Ferrari’s youthful appearance might be that he rarely got his hands dirty—literally—in the gold trade. Although he had been in the industry for decades, he claimed he’d never owned a gold mine or even visited a mining camp.

But that didn’t matter. Perú’s goldfields, particularly the ones in La Pampa, were teeming with tens of thousands of desperate miners, people literally working around the clock digging up gold. To the government and environmentalists, those miners and the army of gangs that protected and extorted them were one of the primary threats to the very stability of the nation.

But to gold buyers like Ferrari they represented an efficient legion of freelancers who beat a path from Madre de Dios to shops in Lima to sell their metal. And that arrangement allowed Ferrari to keep his distance. In his telling, he was simply a city-bound merchant. “Of course I’ve never been to Madre de Dios,” he often repeated. “I’m not a miner.”00

But he wasn’t telling the whole truth; he had been to Madre de Dios. A number of people, including friends, fellow gold buyers, and taxi drivers, remember the flamboyant “Peter Ferrari” meeting with gold merchants in the region’s capital, Puerto Maldonado, hitting the clubs, and picking up women impressed by the muscular city slicker.00





Chapter 12

The Raid

On December 4, 2013, agents from Perú’s National Customs and Tax Authority, SUNAT, raided a shipping warehouse in Lima’s airport district of Callao.

Inside, authorities found 508 kilos of gold worth $18 million destined for the United States and Italy.00 According to press reports, the gold belonged to six companies that had been targeted because they fit the profile of money laundering fronts—all recently created and doing booming business.

But one company in particular caught authorities’ attention. Comercializadora de Minerales Rivero SAC was exporting the lion’s share of the gold, 304 kilos worth $11.2 million, most of it bound for NTR Metals in Miami.00 In fact, NTR’s parent company, Elemetal, had already paid for the shipment.

Minerales Rivero had been registered that same year and had begun exporting gold in June. By November, just five months later, the upstart company had exported a staggering 4,665 kilos of gold worth $188 million.

Even more intriguing for regulators, the company was registered to Peter Ferrari’s nephew, Miguel Ángel Rivero Pérez, and it was registered to the same address the gold merchant used for his gold-buying operation, on La Paz Avenue.00 (It was just one obvious red flag that Steve Crogan, Elemetal’s compliance officer in charge of approving NTR’s client list, never caught.)

When police questioned Ferrari’s nephew, he told them the gold he was exporting came from a legitimate mining operation called Estrellitas de la Loma, registered in Piura, in northeastern Perú. But the owners of that company said they had never done business with him or any of his companies.

“Therefore, we presume the metal comes from an illegal source,” the police said in a report, noting the seized metal was 92.56 percent pure gold, “a composition that is similar to the gold that is exploited in Madre de Dios.”

Police believed the nephew was a front man for Ferrari. One of Ferrari’s multiple lawyers—he burned through them with alarming speed—described Ferrari’s protégé as a clueless dupe.

“He had no idea what he was getting into,” the lawyer said. “He was just a car washer and cut Peter’s grass.”00

For Ferrari, the accusation that Minerales Rivero was a front company was absurd. What kind of criminal mastermind tries to hide behind a company registered under his nephew’s name, and using his own company’s address?

“If I was really trying to hide something, if I really needed a front company, I would set it up under someone who had nothing to do with me,” he said. “We weren’t hiding anything.”00

It’s unclear what triggered the raid by Peruvian authorities, perhaps a failure to pay customs fees and taxes. Whatever the reason, some in the police force had a theory: Ferrari and his crew had gotten greedy. “I think they quit bribing customs officials and so customs actually did its job,” said one police investigator who worked on the case.00

The airport raid rattled Perú’s gold merchants and the international import companies that relied on them.00 In addition to Elemetal, among those that had gold seized were Kaloti Metals, a Miami-based dealer that sold gold to a refinery in Dubai, Swiss conglomerate Metalor, and the Italian firm Italpreziosi—though none of those companies would incur the scrutiny of US authorities like Elemetal.

“The seizure announced the arrival of a new era in policing the multi-billion dollar illegal gold trade in Perú, sending a message to the Peruvian companies that were moving illicit gold into the legal markets that they would never again have it so easy,” wrote the nonprofit news site InSight Crime.00

The seizure sent Ferrari’s crew into a panic.

Ferrari’s customs broker, Andrés Tejeda, quickly called his friend and business partner Juan Pablo Granda.

“We have a big problem,” Tejeda said.

Granda let out a long sigh of frustration.

He was far from Lima, standing on a hill near the Incan citadel of Sacsayhuamán. It is a Quechua name pronounced roughly as “sexy woman,” to the delight of tour guides leading English-speaking groups, and the place where fifty mounted Spanish conquistadors had defeated a much larger force of Incan warriors during the siege of Cusco in 1536. Granda knew the seizure of Ferrari’s gold could lead to Elemetal discovering how much gold NTR’s three amigos had bought from the notorious precious-metals broker, blowing up their network of lies.

The airport bust also terrified many people in Ferrari’s network of alleged cutouts and straw men. Joseph Leyva Miyashiro, the young man who’d once been the gold magnate’s driver, suddenly realized the implication of having casually signed documents for his one-time boss. When the police informed him that he was a registered shareholder of Mano de Dios—a company that had exported more than $100 million worth of gold to Miami—Leyva was living with his grandparents and making $500 a month working at a business that filled fire extinguishers.

Luis Rolando Madueño Chocano, the retiree who was paid to sign mountains of documents, discovered he was the unwitting owner of a bank account that was being run by one of Ferrari’s alleged front companies. Although Madueño could barely make ends meet, investigators informed him that his bank account—the one he’d opened with $50 and on the instruction of Ferrari’s crew—had received seventeen wire transfers from the United States totaling more than $10.6 million. Madueño never saw any of it.00

Meanwhile, Ferrari was trying to figure out what went wrong and how he could avert disaster. It didn’t take long to find a solution. A month after the seizure, as police and investigators were trying to determine the origin of the gold and how it traced back to Ferrari, a team of lawyers showed up at the government warehouse where the metal was impounded.

The attorneys carried an order from a judge in Campo Verde, a far-flung town of sixteen thousand people about 450 miles northeast of Lima, to release the gold to Ferrari. The customs officials had no choice but to hand back the bullion. (The judge would later admit that he was paid by the gold merchant’s associates to write up the order, and he was jailed on corruption allegations in a separate case.)00

Five days later, on January 8, 2014, a company called Sumaj Orkro SAC deposited approximately 127 kilos of gold destined for South Florida’s Kaloti Metals with a transport carrier named Hermes, police said.00

Authorities suspected this was some of the same gold pried out of the government warehouse with the court order just days earlier. As they moved in to block the export, they discovered that Sumaj Orkro’s legal representative was Alberto David Miranda Pando, one of Ferrari’s cousins.

Ferrari had stolen his gold back—Granda was certain. 

When the news broke, the American was back in Lima grilling chicken wings, fish, and sausages on the rooftop pool terrace of his apartment building for a weekend party. He saw a television report about authorities seizing the gold. A stack of bars flashed across the screen—and Granda saw his own handwriting. He had numbered each bar with a black marker and then recorded its weight in his spreadsheets. His numbers were still on the bars, along with a new notation from authorities showing their weight. He ran to his computer. Those weights matched the numbers in his ledger. They were the same bars. Ferrari had stolen them from Elemetal and resold them to Kaloti.

The gold seizure, recovery, and apparent double dealing might have been just another footnote in Ferrari’s byzantine business operations, but together they would come back to haunt him.

In an insurance claim, Elemetal asserted that it had already paid for the gold that was initially seized from Minerales Rivero in Lima’s airport district, although the US precious-metals importer never acknowledged the three amigos were dealing with Ferrari or any of his presumed shell companies. (As for Kaloti, the company denied buying any gold from Ferrari that he allegedly stole from Elemetal.)

Granda never trusted Ferrari, who was technically the client of his NTR colleague, Renato Rodriguez. Granda viewed the gold dealer as a prima donna, always nickel-and-diming NTR and threatening to take his business to Kaloti, where he still had accounts. All the other Peruvian gold dealers hated him too; he was flamboyant and never paid his taxes, they said, drawing unwanted attention from authorities and the media. In meetings, he mumbled so much Granda could barely understand him.

Now Ferrari was about to make the three amigos’ careers at NTR a living hell.





Chapter 13

La Base

The Peruvian police investigation of the airport gold seizure brought Peter Ferrari’s run of good fortune to an abrupt halt. No longer could he allegedly gin up new companies under the names of underlings and associates to stay ahead of the law. But authorities thought he was already cooking up a solution to keep moving gold: smuggling it out of Perú.

On an exclusive block of Lima’s Batallón Libres de Trujillo street, Ferrari had what he called La Base, The Base, a sprawling home tucked behind a large brick wall that gave him the room and privacy to go about his business. It was a spot where workaday vans and BMW sports cars would pull in day and night, and burly security men prowled the premises.

Some of Ferrari’s employees had been told the house belonged to Gabriela Pérez del Solar, a congresswoman who had shot to fame as a member of the country’s female volleyball team that won the silver medal at the Seoul Olympics in 1988.00 Though there were no indications she knew what Ferrari and his men were up to, the fact that they were operating (or at least claimed to be) from the home of a well-known politician and celebrity only seemed to underscore his credentials as a legitimate businessman.

It was at La Base that the crew accumulated the gold they bought at their small storefront on La Paz Avenue and melted it down into chunky ingots.

As Perú’s crackdown intensified, wily gold traders saw a solution in the nation’s porous borders: they could smuggle illegal gold to neighboring countries and forge papers to make it look like it had been mined there. For anyone wanting to buy Peruvian gold, the places to go quickly became Ecuador and Bolivia. The borders were little-policed stretches of jungle and mountains. Metal could flow across easily. Ferrari denied ever smuggling gold across international borders, but a former employee said he witnessed his boss and his men stacking the gold bricks into wooden crates and putting them on trucks headed to Ecuador and Bolivia.00

And regional export statistics suggest something strange was happening.

In 2013, before the airport bust, Perú exported nearly 60 metric tons of gold to the United States.00 The next year, with Peruvian customs officials more carefully scrutinizing precious-metals outflows, that figure plummeted to just 18 tons.

At the same time, exports from Ecuador and Bolivia skyrocketed. Bolivia’s gold shipments to the United States tripled from 9.5 tons in 2013 to almost 32.9 tons the following year. Ecuadorian exports shot up from 9.8 tons to 23.3 tons. Those spikes in Ecuador and Bolivia accounted for nearly all of the “shortfall” in Peruvian gold exports. Of course, no major new mines had opened in Ecuador and Bolivia to produce these streams of raw gold. Mining statistics from the US Geological Survey show that Ecuador steadily produced between 3 and 5 tons per year and Bolivia extracted around 7.00 That hadn’t changed.

Sensing the seismic shift in South America’s gold trade, NTR’s three amigos—with Renato Rodriguez as the point man—set up shop on the other side of Perú’s borders, snapping up the smuggled gold and shipping it to the United States.

In the year following the airport raid in Lima, NTR’s imports from Ecuador tripled to $337 million and its deals in Bolivia jumped tenfold to $270 million.00 Meanwhile, its purchases from Perú plummeted 92 percent, from $980 million in 2013 to a piddling $79 million in 2014.

The sudden shift should have been a red alert to compliance officers at NTR’s parent company, Elemetal, as well as its competitors and the banks that financed the entire industry. Elemetal did seem to know what was going on. In one contemporaneous internal email, a company executive acknowledged that “exports of precious metals from Lima ha[ve] all but stopped. . . . Our customers have advised that precious metal is transiting the border to Bolivia and Ecuador.”00

Even though Elemetal compliance officer Steve Crogan established several Latin American countries as “no-fly” zones where the company could not purchase gold because of know-your-customer and security risks, the Elemetal bosses didn’t stop their star salesmen from buying “Ecuadorian” and “Bolivian” metal that was clearly being smuggled from Perú.00 (The “no-fly” countries were Mexico, Venezuela, Guyana, French Guiana, Suriname, Brazil, Paraguay, and Uruguay. With the exceptions of Mexico and Brazil, the other nations produced relatively little gold.)

With the Peruvian gold market shut down, Granda’s friend, the customs broker Andrés Tejeda, proved instrumental in helping the three amigos get back on their feet. Because the Bolivian city of La Paz had no direct flight to Miami, all the smuggled Peruvian gold that ended up in La Paz had to be flown back to Lima—with false papers stating it was mined in Bolivia—and then shipped to South Florida. Tejeda pulled the shipping logs to find out which companies were sending gold from La Paz to Lima. That’s how NTR identified who in Bolivia had gold to sell. Then Rodriguez would fly there to woo the Bolivian dealers and buy their supplies of smuggled Peruvian gold.

It was good business, but Rodriguez hated Bolivia. The food was mediocre, there weren’t any good hotels, and the women were hardly to his taste. It felt like the 1970s. He didn’t want to be there and he half-jokingly blamed one person: Granda, NTR’s director of Peruvian operations, who was in charge when the Peruvian police seized Ferrari’s gold at the Lima airport.

“Finally landed in La Paz,” Rodriguez texted his two colleagues late in 2014 via the encrypted messaging system WhatsApp. (During their travels, the three amigos freely exchanged text messages on WhatsApp, imagining no one outside their tight-knit trio would ever read them.)00

“Never been so happy,” Barrage replied in mockery.

“This is all Juan’s fuck up,” Rodriguez said.

“Had he not fucked up Peru you wouldn’t be chasing ounces in modern day 1972,” Barrage agreed.

“He a lying fuck up,” Rodriguez said.

Granda jabbed back: “At least I am not in Bolivia.”

“Fuck off,” Rodriguez said. “Bolivia is keeping us afloat. Bolivia is where it’s at.”

Granda reminded Rodriguez that all the gold ending up in Bolivia was coming from Granda’s territory in Perú. But because the gold was being shipped to the United States as if it had originated in Bolivia rather than in Perú, all the commissions went to Rodriguez. Granda was getting stiffed.

“Yea, tell all of my Peru gold good night,” Granda said. “I think [Barrage] is smuggling the gold out of Peru so you won’t pay me lol [laughing out loud].”

“You Peruvians fucked it up,” Rodriguez rejoined.

Barrage then transmitted a picture of small Black children with the message: “That’s the thanks I get for feeding a village of niglets.”

Granda’s response: “Lmao.”

Laughing my ass off.





Chapter 14

The Perfect Patsy

NTR’s three amigos were always just one step ahead of the law.

As authorities in one South American country caught on, the gold dealers would open up operations in another. When exporting gold from Perú became increasingly risky, they slipped off to Bolivia, Ecuador, and Chile.

In Ecuador, Samer Barrage and Renato Rodriguez landed a spectacular client: a deep-pocketed Miami Beach–based investor named Jeffrey Himmel, who was exploring investment opportunities in his wife’s native country. Himmel, who was introduced to NTR’s dealers by an Ecuadorian businessman, decided on importing gold from the mountains in Ecuador to sell to refineries in the United States. For a decent return on his investment, Himmel thought he had found the perfect buyer in NTR Metals in Miami. But NTR’s dealers—still reeling from the seizure of their gold shipment at the Lima airport in late 2013—would soon see Himmel as the perfect patsy for their smuggling racket.

It somehow seemed improbable that the sophisticated sixty-year-old Himmel—a former investment banker known for his marketing genius in resurrecting consumer products such as Ovaltine and Gold Bond Medicated Powder—would ever cross paths with the gold traders from NTR, let alone do business with them.

After graduating from the prestigious Wharton School at the University of Pennsylvania in 1975, Himmel became a certified public accountant and worked at what was then one of the Big Eight accounting firms. But he had always wanted to work with his father, arguably one of the twentieth century’s great marketing geniuses. So, in 1983, when Martin Himmel took his consumer products company public, Jeffrey Himmel signed on with his pops. Himmel Senior’s business model was simple: buy a fading consumer pharmaceutical product and revive it with a wave of catchy advertising. His wizardry at branding earned a tidy fortune for the old man, a high school graduate: $43 million when the Himmel family cashed in on a stock offering.00 “What I need to know, they don’t teach in college,” a young Martin Himmel had told his mother when she urged him to leave his job as a soda jerk and enroll in college. He was right.

When Himmel’s dad went to visit the fancy executives in charge of the ailing products he wanted to buy, he never asked to see the financials, at least not at first. What he wanted were the letters customers sent the company. Martin Himmel needed to know people cared about the product; if they did, the product could be revived. It didn’t matter what it was. Using that philosophy, Martin Himmel helped turn cast-off brands like Doan’s Pills for Backache Pain and Lavoris Mouthwash back into household names in the 1980s. Another smart investment, a trademark called Topol he acquired for $200,000 in 1973, would generate $23 million per year in sales at its peak in the early 1980s, according to the New York Times. In refashioning the brand, Martin Himmel recalled an old print ad from the 1930s: if you blew smoke into a handkerchief, it turned gray. And what emerged was Topol Smoker’s Toothpolish for a disease he dubbed “yellow ugly tobacco stained teeth.” Fortune Magazine labeled the Himmel business model “scavenger” entrepreneurship.00

Himmel Senior had one method for reviving products: get on television as often as possible to repeat the same core message. Jeffrey Himmel often said he’d rather do thirty thousand television and radio spots over the course of a year than pay through the nose for one Super Bowl ad. Competitors called this strategy “the Himmel Hammer.” When the family sold their firm in 1986, they made another $47 million. But that was the end for the father–son duo. The new bosses fired them the day after the deal closed.

Out of a job, Jeffrey Himmel had no shortage of options. Between 1987 and 1990, he worked on Wall Street as Wilbur Ross’s right-hand man at Rothschild, Inc., during the corporate restructuring boom. (Ross became secretary of the Commerce Department under President Donald Trump.) During Himmel’s years in investment banking, he had so little time to spend with his children that he would schedule standing appointments in order to see them: a weekly dinner on Thursday and breakfast Saturday morning. He didn’t take a vacation the entire time.

In 1991, he yearned to return to his roots in consumer products, hoping to fulfill a promise he had made to his dying father. Himmel told his father, on his deathbed, that he had finally bought the rights to the nutritious chocolate powder known as Ovaltine, a lifelong dream for the two of them. The deal wouldn’t close for another nine months, but the fib put a smile on his father’s face.

It was Jeffrey Himmel who came up with having child actors deliver the advertising line that would make the drink famous: “More Ovaltine.” But it was a single mother who wrote in to the company, admonishing Himmel that the children ought to be polite and say, “More Ovaltine, please.” With that finishing touch, Himmel immediately tweaked the ad and “More Ovaltine, please” would turn into an iconic advertising catchphrase of the 1990s. (In 2007, Himmel sold Ovaltine to Nestlé for $30 million.)00

Himmel—who wore shoulder-length gray hair alongside perfectly round glasses that lent him an owlish countenance—owned homes in Manhattan and Southampton, New York. He loved tennis and built not one but two tennis courts—one hard, one clay—at his Long Island home where tennis stars sometimes trained before the US Open. His life took a radical turn in 2005 when he agreed to be the godfather of a friend’s baby girl at a baptism in Miami. At the celebration, Himmel, by then divorced, met Patricia, the aunt of the baby being baptized. She was beautiful. During the country club after-party, Himmel trembled from the other side of a window watching her talk to other guests. He gave her a business card and they talked by phone. On July 4, they had their first date. Five months later, on her birthday, he proposed. They wed the following March at the Mandarin Oriental Hotel on Brickell Key, a man-made island off of downtown Miami.

South Florida is halfway between New York, where Himmel lived, and Guayaquil, Ecuador, where his wife’s family lived. They agreed to settle in the Miami area. In 2008, the couple bought a $6 million waterfront home on Miami Beach’s Palm Island.00 The palatial Mediterranean revival estate was archly named Casa di Sole e Mare, Italian for “House of Sun and Sea.” Three years later, his wife opened Violetas, a home-decor store on Miracle Mile, an upscale shopping district in the affluent Miami suburb of Coral Gables.00

For the New York transplant, everything seemed perfect in Miami. But the perennial entrepreneur was still itching to launch another business—something to cap his career. He was looking for new opportunities and hoping to spend more time in his new wife’s native Ecuador. But Himmel made a mistake that would doom his Ecuadorian venture.

He trusted a man named Paul Borja.

 

Paul Borja was a gregarious and squat Guayaquileño with a sharp sense of humor, a crude tongue, and a habit of hugging women a beat too long. He had grown up in the wealthiest circles of Ecuadorian high society.

Now he lived in Miami, where he had started a real estate appraisal service and a general-contracting firm. Borja, who had met Himmel in Guayuaquil’s social scene, constantly pestered him with different investment opportunities, from buying South Florida real estate to investing in a utility-metering company back in Ecuador. None of the projects interested Himmel. Not until Borja mentioned gold in early 2012. The pitch sounded alluring.

Ecuadorian gold, Borja claimed, was some of the highest purity metal in the world. In most countries, a ton of rock veined with gold—known as ore—yielded less than two grams of gold before processing, which then further reduced the haul. But Ecuadorian quartz ore—cuarzo—contained an incredible seven or eight grams of gold, Borja said.

Even better: There was little competition. Foreign mining companies wanted little to do with Ecuador. The risk of doing business there was viewed as high because of Ecuador’s then president Rafael Correa, a socialist often mentioned in the same breath as Hugo Chávez of Venezuela and Fidel Castro of Cuba. The country did not look kindly on foreign, multinational mining companies that could bring environmental devastation to Ecuador.

As he listened to Borja, Himmel leaned back in his chair. They had arranged to meet at his wife’s store. Surrounded by tastefully gilded furniture and accessories, Himmel began thinking that gold had the ring of success. He had already considered so many investment opportunities in Ecuador, mainly businesses that would take local products and market them far more lucratively in the United States. None passed his careful scrutiny.

One venture he pondered involved Ecuadorian fishermen. They raised some of
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