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BlackRock: The Most Powerful Multinational Yet Unknown to the Public
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New York, May 2020. Never has the city that never sleeps been so quiet. Just a few weeks earlier, before the city mourned hundreds of victims per day and became the epicenter of the Covid-19 epidemic, planes still thundered over the city every five minutes. Now, the few passersby look up when a solitary plane crosses the sky to reach JFK or LaGuardia airport. Not so long ago, New Yorkers were still complaining about the millions of tourists who, with their heads thrown back, stared at the skyscrapers, thereby blocking the sidewalks. Now, Times Square seems deserted, and the lights of Broadway theaters have dimmed. At the southern tip of Manhattan stands the statue of the "Charging Bull," the bull supposed to represent the indomitable force of capitalism, alone on its central median. The large New York stock exchange, not far away, has been closed since March. At the opening of the stock exchange at 9:30 a.m. local time, only the concierge or the service technician is allowed to take turns on the deserted marble balcony of the trading floor to ring the world's most important bell. Trading continues within the 228-year-old institution, but now exclusively electronically. Banks and investment firms have drastically reduced the occupancy rate of their trading floors, moved a good portion of their traders to emergency sites, or simply sent them home. There, those who are nicknamed the "Masters of the Universe," who normally have at least four screens and sophisticated communication tools, have rigged up makeshift workstations, nicknamed "Rona Rigs," with only extension cords and their improvisational skills, like the trader who set up his laptop on an ironing board or his Texan colleague teleworking who, with his bottles of whiskey and guns, gives the whole setup a local flavor. It's almost hard to remember the time before the crisis.

Wall Street. Once an unavoidable stop for tourists in New York. A guide, already hoarse, led, not long ago, a group of Chinese people in front of the neoclassical facade of the New York Stock Exchange waving an umbrella, where teenagers from the American Midwest gathered, laughing around their annoyed teacher. Spanish, Japanese, German could be heard. Smartphones and iPads were constantly drawn, and selfies immediately posted. Here, presumed the visitors, stood the heart of our financial system, the most powerful institution of capitalism.

They were wrong.

The most powerful institution in our financial system is six kilometers north, five stops on the green subway line. It hides in one of the glass office towers lining the urban canyons of New York by the dozens, soaring into the sky. If you walk down this street in Midtown Manhattan, you will have to look very carefully around you to discover the name displayed above the revolving doors.

BlackRock.

The most powerful multinational in the world.

An institution like the world had never seen before.

BlackRock is an "asset manager." But to say that would be like saying that the Palace of Versailles is a summer residence or the Pyramids are a pile of tombstones. No major bank, no insurance company can match its influence. Goldman Sachs, Deutsche Bank, or Allianz seem insignificant in comparison. No government or central bank has as much information about the economy. But, above all: no one controls as much capital. On the eve of the Covid-19 crisis, the amount of funds managed by BlackRock amounted to 7.4 trillion dollars. 80 million Germans would have to work for two years to generate this sum. And that's not all. Over 20 trillion dollars pass through the company's analysis and trading platforms. That's a number with thirteen zeros: $20,000,000,000,000 (see Appendix 1, p. 405). This means that more than 5% of all global financial instruments – stocks, bonds, currencies, letters of credit, derivatives, and certificates – pass through the systems of a single company: BlackRock.

From its mundane office tower in Midtown, BlackRock weaves its web across the globe. Like an octopus, the company has spread its tentacles into every corner of the world. Americans are active in a hundred countries. BlackRock's network includes offices in Bogota, Brisbane, and Budapest, branches in Munich, Melbourne, Montreal, but also in Cape Town, Kuala Lumpur, and Copenhagen.

Representatives of BlackRock come and go in finance ministries. They advise the US Federal Reserve (Fed) and the European Central Bank (ECB). Among their clients are the Californian CalPERS, the largest US pension fund weighing 300 billion dollars, as well as the Abu Dhabi Investment Authority, the sovereign fund of the glittering oil kingdom of Dubai, and the investment branch of Singapore. BlackRock lobbyists charm regulators in Washington as well as in Brussels. BlackRock is a major shareholder in JPMorgan Chase, Citigroup, and Bank of America – the largest banks in the world. BlackRock is also one of the largest shareholders of oil giants ExxonMobil and Chevron. As well as Apple, McDonald's, and the Swiss group Nestlé. New Yorkers are also the largest owners of the "Deutschland AG". They hold shares in all DAX-listed companies. They are equally involved in the largest German construction group Hochtief, as well as in its smaller rival, Bilfinger. BlackRock holds shares in Airbus, the European aviation and aerospace giant, as well as in Core Civic, the leading manager of penitentiary facilities in the United States. Since February 2020, it has been one of the main shareholders of the Bayer group and its subsidiary Monsanto, acquired in 2016, as well as of the arms giants Raytheon, Lockheed Martin, and General Dynamics, all involved in equipping US drones and missiles.

The company also owns real estate throughout Germany. And while iShares, the provider of popular "Exchange Traded Funds" (ETFs), is well known and appreciated by small investors, few people know that it is also part of the BlackRock empire. In 2019, the capital invested in iShares exceeded 2 trillion dollars. iShares reported net inflows of 185 billion dollars and a global market share of 33%, as stated in one of their press releases. "iShares has thus established itself as the leading provider of ETFs."

On the eve of the declines caused by the 2020 pandemic, the number of countries where BlackRock managed more than 1 billion dollars in assets for its private clients was more than forty.

BlackRock is also involved in currency and commodity markets. When miners extract iron ore in Brazil or work hard in the gold mines of Mali, at the other end of the chain, it is BlackRock that benefits. Descendant of an influential British banking family, Evy Hambro has been responsible for commodity investments at BlackRock for over twenty-two years. He manages, among others, the BlackRock World Mining Trust Fund. In 2019, Australian Olivia Markham became Hambro's co-manager. She began her career at BHP Billiton, an Australian-British mining conglomerate. When Hambro speaks, as reported by the Sydney Morning Herald, CEOs and boards of directors of the world's most powerful commodity companies not only listen, they act accordingly. The fund holds significant stakes in BHP Billiton and its rival Rio Tinto, in gold producer Barrick, and in Anglo American plc, which controls 40% of platinum production. Until at least December 31, 2019, the portfolio also included Vale, the mining company responsible for the dam collapse in Brumadinho, Brazil in January 2019, which resulted in the loss of two hundred and seventy lives. An internal investigation showed that the company had apparently been experiencing problems with the dam for years. In any case, the major mining companies and commodity manufacturers, these giants that supply virtually the entire global economy with raw materials and precious metals, are thus grouped together in BlackRock funds. "In a country where major mining companies are accused of controlling the government, it is interesting to see the influence that Hambro wields," wrote the Sydney Morning Herald in 2013 in a portrait of the BlackRock fund manager. And the Australian journalists wondered: who is pulling the strings behind the scenes?

There is no major conflict in the world that does not affect the interests of the New York firm. Take, for example, Russia's attack on Ukraine in 2014. Curiously, BlackRock's interests suddenly aligned with those of Vladimir Putin. Admittedly, Larry Fink, the CEO of BlackRock, publicly criticized Moscow's strongman. He said in an interview with the London Sunday Times in March 2014 that Putin could not "play" like this if he wanted Western capital. He also pointed out that the Moscow Stock Exchange had fallen due to capital outflows by foreign investors. "Capital markets have destroyed Russia," he said at the time. This could have been interpreted as a threat that BlackRock would also withdraw from Russia. However, despite the events in Ukraine, BlackRock remained committed to the country. As of March 31, 2020, the ten largest investments of the Emerging Europe Fund (a BlackRock investment fund) included the top two Russian energy companies, Gazprom and Lukoil, as well as Tatneft, founded by the Soviet-era Ministry of Oil. The company extracts oil, among other things, in war-torn Syria. The list of top investments in the fund's portfolio also includes Sberbank, 50% owned by the Russian Central Bank. Until March 2020 – six years after Putin's invasion of Crimea – the Emerging Europe Fund had invested nearly 60% of its investment capital in Russia. BlackRock was also a partner in the Russian Direct Investment Fund (RDIF). This partnership, for example, led to a $50 million investment in a chain of private clinics. In 2015, the RDIF was at the center of a political and financial scandal for lending the handsome sum of $1.75 billion to the petrochemical giant Sibur at rates, according to a Reuters report, lower than the rates generally practiced at the time. Guennadi Timtcheko, one of Sibur's main shareholders at the time, is a close circle of Putin's inner circle, to which the United States has imposed sanctions. Another confidant of Putin's, Kirill Shamalov, whose son-in-law married Putin's youngest daughter in 2013, was also one of the owners of Sibur. According to information from both Western and Russian media, Shamalov Junior is the man who married Vladimir Putin's youngest daughter in 2013.

Or take Saudi Arabia. On October 2, 2018, Jamal Khashoggi entered the Saudi embassy in Istanbul. The Saudi citizen, journalist, and critic of the dynasty, who had been living in exile in the United States for some time, wanted to retrieve documents from the embassy for his imminent marriage to a Turkish citizen. He was brutally murdered by Saudi agents. A UN investigation later concluded that Khashoggi was the victim of "a premeditated extrajudicial execution, for which Saudi Arabia is responsible." Riyadh has denied to this day that the crime was committed by officials, or even by Crown Prince Mohammed bin Salman (known as MBS). Initially, Western multinational leaders said they were deeply shocked, and the investment summit, to which MBS had invited the cream of the international finance and business world, was a flop. BlackRock boss Larry Fink boycotted the meeting.

But barely seven months later, Fink was leading a roundtable with the Saudi finance minister in Riyadh. "The fact that a place is criticized in the press does not mean that I should flee from it," he explained to CNBC journalists who came to interview him. "Often, it is what convinces me that this is where I have to go and invest, because what scares us the most are the things we don't talk about," he added, whatever that may mean. He also praised the "quite impressive" progress the country had allegedly made. The day before, the regime had executed thirty-seven alleged terrorists. Since then, BlackRock has opened a branch in Riyadh. And when Saudi Aramco, the state-owned oil company and main economic pillar of MBS, issued bonds worth $12 billion in April 2019, BlackRock was among the largest investors.

One thing is certain: virtually no major economic transaction takes place without the New York finance lords being at least informed.
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However, only very attentive readers of financial pages know this giant. Larry Fink, founder and CEO of BlackRock, is known to only a few people outside of Wall Street. Despite its enormous size and unprecedented influence, the company has managed to stay well under the public radar. Intentionally.

While the investment bank Goldman Sachs built a palace overlooking the Hudson River by star architect Henry Cobb for $2.1 billion and the Bank of America resides in a fifty-five-story tower with all the modern technological refinements near Times Square in Manhattan, BlackRock has deliberately deprived itself of flashy offices.

Upon entering the firm's headquarters in New York, you will find a Starbucks café and a newsstand in the publicly accessible lobby, which also sells lottery tickets and chewing gum. An artificial waterfall flows discreetly behind bamboo bushes. Men in dark suits, whose falsely discreet appearance immediately betrays their role as security guards, watch with suspicion over the homeless people sitting at the tables next to the café.

On the second floor, there is also no indication of the importance of BlackRock. The reception counter is shared with that of the investment bank Evercore. The only visible luxury is a white orchid in a pot, placed on the BlackRock side. No works of art and marble as in other financial giants trying to impress their visitors.

That said, the people at BlackRock don't need to show off with bling-bling behavior. Wall Street is afraid of them. Because Larry Fink and his men can decide who advances in their career as an investment banker and who must continue their professional life by scratching paper somewhere in the back rooms of finance. Because BlackRock is not only a co-owner of large financial institutions through shares held as an asset manager, but also the number one client of bankers. "If, for some reason, BlackRock no longer wanted to do business with Goldman Sachs, it would be a problem... for Goldman," explains a Wall Street veteran who, like so many others in the industry, only speaks anonymously. Another informant suddenly backs down. He had received a job offer from BlackRock. Therefore, he is not comfortable commenting publicly on their business practices. In fact, he no longer wants to talk about BlackRock at all. When we asked him what position he would have there, the seasoned banker replied, "Whatever Larry offers me, even if I have to scrub the cafeteria floor."

At cocktail parties, investment bankers respond to questions about BlackRock with a look full of innuendo and remark that there would be much to say, but they prefer not to make it public. What they do not say but, I imagine, certainly think: "I have a villa in the suburbs that is not yet paid off, children in private school, and a family with a high standard of living to maintain." Every year, banks and brokerage firms receive hundreds of millions of dollars from BlackRock. Who would want to tarnish their relationship with such a partner?
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Despite all its power, BlackRock is a newcomer. The history of JPMorgan Chase, the largest American bank, dates back to 1895 and the legend of finance John Pierpont Morgan. The City Bank of New York (now Citigroup) was founded in 1812 and later financed the Panama Canal. The Bank of New York Mellon, one of the world's largest trust banks, can even boast the legacy of founding father Alexander Hamilton, the first Secretary of the Treasury of the young nation and inventor of American capitalism. Fink, on the other hand, built his empire in just over three decades. A start-up, literally founded in the back office of the Blackstone investment fund. In 1988, the founders of the latter, Stephen Schwarzman and Pete Peterson, granted Larry Fink a $5 million line of credit – pocket money, by Wall Street standards – and a phone line. From this fledgling enterprise emerged BlackRock. A success that gives Fink the status of absolute champion among Wall Street's toughest bosses. And that's apparently how he sees himself too. When CNBC journalist Becky Quick asked him in 2010 what his biggest mistake had been, Fink replied that after leaving First Boston, he "didn't have enough confidence to start his own risk management investment firm." Instead, he turned to Schwarzman and Peterson. "They believed more in me than I did. They made the right investment decision, not me." That's it, Dealbreaker, the Wall Street gossip site, quipped, Schwarzman and Peterson made the right decision because they recognized Fink's genius, which he himself hadn't recognized, the "golden god" looking back at him in the mirror.

However, BlackRock's power is borrowed power: it is fueled by our money, the money of small savers, retirees, corporate financial services, insurance premiums, private pension fund contributions, charitable donations, and taxpayer dollars. "OPM": that's what Wall Street prefers to play with. In plain terms: Other People's Money, other people's money. This money pours into ever larger pools. And BlackRock is not the only company benefiting from this. According to a study by the consultancy PricewaterhouseCoopers, by 2025, asset managers will have accumulated over $145 trillion in their accounts worldwide. That's thirty-eight times more than Germany's gross domestic product (GDP) ($3.8 trillion in 2019, according to the IMF) and fifty-three times more than France's ($2.7 trillion in 2019). Money that will mainly come from the United States and Europe, but also increasingly from Asia, Africa, and the Middle East. Larry Fink and his men want to ensure that the majority of these funds end up in their company. In 2014, Fink announced an ambitious goal to his employees: BlackRock would have to grow an additional 5% each year. His company is the absolute leader in the sector with over $7 trillion. Allianz, which is still Germany's largest financial group, is far behind with $2 trillion.

It's our money. Yet, only insiders know where it goes, what it sets in motion, or who it pays. Wall Street people, as cynical and jaded as they may be, distinguish between "smart money" and "dumb money" – the latter too often referring to ordinary investors. There is a reason for these terms. We entrust our savings to BlackRock and its cohorts in exchange for a promise of return and security – without really asking what will happen. Intimidated by a financial system that seems too complicated and perhaps too boring, we, ordinary citizens, do not make the effort to try to understand the processes at play. As for them, they have no reason to inform us.

As a result, almost no one knows precisely what happens to these capital flows. What is even more serious is that no one knows what risks lurk behind such a mountain of capital, not even financial experts from universities or regulatory authorities. And certainly not politicians. Hence Fink's argument: if you can't identify a risk, then there simply isn't one. Yet, history has shown that the truly dangerous risks are those that cannot be foreseen, dangers that cannot even be imagined. "T.B.D.," which stands for "There Be Dragons," a way for risk managers to say that beyond conceivable probabilities lie real dangers.

The story of BlackRock is the story of a power shift on Wall Street. It is the story of a brilliant chess player. The story of a humiliated man who erected the greatest colossus in the history of finance.

It's a story in which we all involuntarily participate. At least, up to now.
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The Hessian country estate where we find ourselves has met the same fate as many homes once owned by the nobility: it has become a hotel and conference center. Groups in business suits gather in wood-paneled galleries. They sip espressos and "telecommute." Signs announce the day's events, covering topics such as "Europe, More Than the Sum of Its Parts" or "Investing in a Low-Interest Environment." The majority of the audience consists of representatives from small and medium-sized banks and savings banks from all over Germany. University professors' presentations give the event the appropriate solemnity. It's the equivalent of a public fair for carpet sellers for funders. The goal: to promote their activity and products. The BlackRock representative is British. He doesn't hide the fact that he feels provincial. "The first thing you'll notice is that I speak English," he says to greet a stunned participant. "There is no safe return," he warns his listeners. Therefore, he implies, it is all the more important to partner with a strong international partner. BlackRock is known to be the largest asset manager. The Londoner explains to the assembly the superiority of "multi-asset managers," those asset managers who are not fixed on stocks or bonds but who place their investors' money in various securities, depending on what they find attractive. The BlackRock man is also one of those finance jack-of-all-trades. He is experienced. The fact that the representatives of banks and savings banks present do not ask him any questions does not seem to bother him. His message is clear: the world is complex, very risky. BlackRock is big and efficient. When he is done, all the participants thank him politely.

Later, in the evening, between a glass of Grauburgunder and small hake pastries – in an exclusive atmosphere – one of the German investment advisors expresses his dissatisfaction. BlackRock has almost taken over the whole of Germany. "Look, if BlackRock withdraws from the DAX, from the MDAX, it goes phew," he says, tracing a steep downward curve with his hand. Wherever you look in the country, BlackRock is everywhere.

Without this being publicly known, the most important firms in Germany now have a new major owner. DAX companies have long been in the hands of foreign investors. These now represent 85% of the float, according to a 2019 study by DIRK (Deutscher Investor Relation Verband) in collaboration with American researchers from IHS Markit – a figure that has remained stable for several years. Nearly a third of this is held by North American funds. German investors – both private and institutional – only hold 15% of it. In principle, we are pleased with the interest of foreign investors in German heavyweights, assures Norbert Kuhn of the Deutsches Aktieninstitut, the interest group for companies focused on the capital market, before regretting one thing: "German shareholders have largely missed out on the success of our DAX companies in recent years."

BlackRock is the largest investor in the DAX, the stock index of the thirty largest German listed companies. The firm's stake, through various funds, in DAX companies amounts to $66 billion. BlackRock is clearly number one.
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Let's take an ordinary day in the life of an average consumer family. At breakfast, the parents prepare Nespresso, a coffee brand owned by the Swiss multinational Nestlé, of which BlackRock is one of the major shareholders. The father spreads Sana margarine on his bread, produced by Walter Rau. The former family-owned business in the Teutoburg Forest was taken over by the American multinational Bunge. With over 4% in February 2020, BlackRock is one of the top ten shareholders of Bunge. Meanwhile, the son eats his Kellogg's cornflakes – BlackRock's stake in the American cereal producer was at least 7% as of December 31, 2019. The daughter styles her hair with Elnett Satin Extra Strong hairspray, a product of the French group L'Oréal. According to their own figures, the world's leading cosmetic company sells around fifty products per second worldwide – and BlackRock benefits from this, being one of the top ten shareholders. Under the table, the cat chews on its portion of Hills Pet food. The pet food manufacturer is part of the Colgate-Palmolive group, a multinational consumer goods company of which BlackRock is also a major shareholder. The game can go on endlessly. In the bathroom, for example: Nivea cream and Tempo tissues? New Yorkers are just as involved in Beiersdorf, the manufacturer, as they are in the Dutch group Unilever, which produces, among other things, Rexona and Axe deodorants. Got a foot fungus? Lamisil ointment is produced by Novartis, a Swiss pharmaceutical giant in which BlackRock is also a leading investor. The father's Hugo Boss suit? According to a January 2020 report, BlackRock holds 3.23% of the fashion designer. The BMW 3 Series he drives to work? The Bavarian car manufacturer is held by BlackRock at around 3%. The red traffic light he stops at is made by Siemens. BlackRock is also present there, with over 5% (as of January 2020). And the Smart car his wife drives is made by the competition in Stuttgart. BlackRock is also one of the top shareholders of Daimler (4.5%). When the kids play sports, they wear Adidas sneakers – of which BlackRock is a 6% shareholder (as of January 2020). When they turn on the television after doing their homework (or instead of doing it), they watch the ProSieben channel, and BlackRock is in the background, at least as a shareholder (3.57% as of January 2020).

Present in the media, chemistry, energy, banking, or insurance, there are only a few branches in Europe where BlackRock does not have a stake. Sometimes it goes through a subsidiary, like BlackRock Holdco, based in Wilmington, the American epicenter of shell companies in the state of Delaware, or via BR Jersey International Holding LP, based in Saint Helier, on the island of Jersey, known as a tax haven. Such constructions, devised by savvy tax lawyers, are common in international finance and are by no means secret. They are now part of normal business practices, so BlackRock's clients would be somewhat surprised if the asset manager refrained from such arrangements. Asked about this, BlackRock explains that companies are indeed located in tax havens because the "local legislation and legal infrastructure [are] well-designed and flexible enough to meet [its] business requirements." In addition, BlackRock pays taxes resulting from its European transactions in each European country concerned, regardless of the intermediary companies involved. In order to make ownership conditions more transparent, the Federal Financial Supervisory Authority – a German state institution known by the acronym BaFin – stipulates that large investors whose voting rights exceed certain thresholds must publicly declare them. However, this is only a snapshot, and among insiders, it is an open secret that investors often hold much larger stakes. "For example, the investor declares an exceedance of the 5% threshold, but can then buy up to an additional 10%," reports a specialist from a data provider analyzing such data. It is only when this additional 10% threshold is exceeded that the investor must report it to BaFin. However, BlackRock had to face BaFin due to mandatory disclosures. The regulations are hardly comprehensible, even for professionals. Many investors have gone bankrupt because of the voting rights regime, admits even a official from the federal authority. However, BlackRock would be "quite unique from a quantitative perspective." This certainly explains why the official review process took more than a year and concluded in spring 2015 with a fine of €3.25 million – the "highest fine imposed to date," as indicated in BaFin's press release. In the fall of 2014, BlackRock publicly announced that it would correct the mandatory reports of forty-eight companies, in coordination with the regulatory authority. These reports provide an overview of BlackRock's involvement in the German economy. In addition to the aforementioned companies, investments are made in energy sector conglomerates RWE and E.ON, Lufthansa, Deutsche Telekom, and Deutsche Post. In Bayer and BASF. In tire manufacturer Continental in Lower Saxony. In software design giant SAP. In Deutsche Bank, Allianz, and reinsurer Munich Re – the remaining core of the German financial industry. BlackRock is also the number one shareholder in Switzerland, as shown by an analysis by the Swiss Ministry of Economic Affairs in 2019. In addition to Nestlé, New Yorkers own shares – typically around 3% – in the Winterthur-based industrial group Sulzer, insurer Swiss Life, major banks UBS and Credit Suisse, as well as chocolate manufacturer Lindt & Sprüngli AG. BlackRock would be the "black rock" in the storm of the Swiss stock index SMI, according to the metaphorical wording of the Swiss daily Neue Zürcher Zeitung.

The number of shares held by BlackRock varies – sometimes daily. Just on December 3, 2019, four companies – Morphosys, Wirecard, Munich Re, and Daimler – announced a change in the number of voting rights held by BlackRock. In the case of Morphosys, a German biotechnology company, Wirecard, a financial technology provider that went bankrupt in 2020, and Munich Re, it is an increase of 1%. At Daimler, the stake decreased, but by less than one point, according to dgap.de. This is very rarely a strategy because BlackRock acts as an intermediary: as an asset manager, the company collects money from investors and invests it for them. If so-called "active" fund managers decide which stocks they want to invest the entrusted money in, the majority of BlackRock's investment funds follow stock indices, such as the DAX. Such a "passive" fund therefore necessarily contains stocks of the thirty companies in the German stock index. In this case, no fund manager decides for or against a stock. And if BlackRock's clients sell their shares, the shares BlackRock holds in the DAX will also decrease. Conversely, BlackRock's investment increases when investors put new capital into index funds. In most large index funds such as the DAX, the stocks usually remain quite stable.

However, the fact that BlackRock cannot control the inflows does not mean that the fund manager has no influence on the companies. On the contrary. It is precisely because BlackRock is obliged to hold shares in the company due to its link with the index that the New Yorkers are among its long-term shareholders. Shareholders whose board of directors therefore take more into account the interests and whom they would do well not to antagonize. At first glance, the shares held by BlackRock, from 3 to 5%, do not seem high. What do 61,365,875 voting rights out of a total of 1,069,837,447 issued shares giving a right to vote represent? A lot, as most other shareholders receive much fewer votes. Take, for example, a start-up manufacturing plastic bath ducks. Ownership is divided into twenty shares. They belong to seventeen shareholders. Sixteen of them own only one share, the remaining four are held by a certain BR. Even if BR does not have the majority with four shares, not even a quarter of the total, he still owns more shares than each of the others. Imagine that BR prefers the ducks to be black rather than yellow. There is every reason to believe that the founder of the start-up will consider changing the color.
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The king of the German housing market...
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BlackRock has not only invested in German companies and stocks. Its portfolio also includes real estate. In a way, BlackRock has become one of the largest property owners in Germany, even if this has been done indirectly. Most of the 20 million rental apartments in Germany counted by the Federal Statistical Office (equivalent to INSEE) in 2014 are still owned by small private owners, at the local level. For a long time, this made it difficult for large investors to invest in German real estate: the operation would have been too costly and too fragmented. This changed under the government of Helmut Kohl, who, in the early 1990s, abolished the non-profit status of municipal apartments, as well as cooperative and corporate apartments. Until then, non-profit housing companies were exempt from corporate, trade, and property taxes. After the abolition of this tax advantage in the early 2000s, municipalities, states, and companies began to sell their real estate holdings. Kohl's successor, Gerhard Schröder, strengthened the trend by abolishing the capital gains tax (we will come back to this). American and British private equity firms (dubbed "locusts" in Germany) were only too happy to buy them on a large scale. The housing stock of the former trade union group Neue Heimat, involved in scandals, later became Baubecon, and the GSW real estate company in Berlin were merged by Blackstone under the name Deutsche Wohnen AG. The German real estate company Deutsche Annington built the London-based private equity firm Terra Firma, among others, from former railway and German energy company housing, E.ON and RWE. Fortress, the New York competitor, used the Federal Office for Employee Insurance (BfA) housing stock, the municipal housing company Nileg in Hanover, and the Dresden-based real estate company Woba, which it merged to form the Gagfah group. At the end of 2014, Gagfah and Deutsche Annington merged to form a giant: the new company owns four hundred thousand apartments in more than four hundred locations. Over a million tenants live under its roofs. There has never been an owner of this size in Germany. This housing giant is also present in Sweden and Austria.

But the concept of private housing groups quickly acquired a bad reputation. New owners such as Fortress, Terra, and Blackstone "polished the balance sheets and let the houses deteriorate," as summarized by the German weekly business magazine Wirtschaftswoche. After the change of ownership, the number of tenant complaints increased. In 2012, tenants of apartments owned by Gagfah in the Wilhelmsburg district of Hamburg submitted a long list of failures to the then city development senator, Jutta Blankau, complaining of poorly insulated windows, walls, and roofs, deteriorating staircases, non-functioning elevators, dilapidated balconies, and run-down outdoor facilities. Apparently, this is not an exception. "The staircases are rotting, repairs are neglected," complains a tenant of the Goldstein settlement in Frankfurt, once an annex for postal workers. Another resident reports that the heating does not work properly and the elevator has been out of order for weeks. The journalist points out that the insults of a snack bar owner against the real estate company, which was then called Annington, could not be quoted. The company rejected the criticism. With 14 euros per square meter of living space invested in renovation in 2011 alone, it is stated in the article that it would be above the German average. In a report by the German radio WDR about a settlement owned by Annington in Bonn, there is talk of mold, opaque service bills, and rent increases. The red-green coalition government of the state of North Rhine-Westphalia even emphasized that housing for Hartz IV beneficiaries was deliberately neglected - under the pretext that the employment agencies would pay anyway, regardless of their condition. A maneuver that the state government did not hesitate to describe as a "Hartz IV economic model". When asked by WDR radio, the real estate company, however, stated that "the company advocates a sustainable, long-term strategy that prioritizes both customer care and real estate management." Its mission would be to "step by step correct the mistakes of the past," it further stated through its CEO Rolf Buch, in an interview tinged with self-criticism. The Gagfah company also solemnly promised improvements and announced investments as well as renovations.

This may not have been entirely voluntary. Referring to internal documents from 2013 proving that the company had accumulated a backlog in its "maintenance order book" amounting to 161 million euros, risking "harming its reputation." Such an amount would be needed to tackle embarrassing cases of mold, repair roofs, and heating systems. According to Stern magazine, Annington's board of directors was concerned about the "transition from local media coverage to national media coverage." In other words: there were too many critical headlines for the managers' taste. The company told Stern journalists that the "board of directors itself increased the maintenance budget without the approval of the supervisory board."

In 2015, Deutsche Annington changed its name. A name without history, but with a ring: Vonovia. "The brand positioning is based on our new design and corporate vision. By deliberately choosing a single word as a logo and dispensing with additional elements, we want to express what we want to focus on: our customers," explained Rolf Buch, CEO of Vonovia. But complaints remained. In March 2019, the Frankfurter Rundschau newspaper reported on the high costs of winter maintenance in Vonovia properties. For example, the newspaper reported that the large owner charged 519 euros in 2016 just for the winter maintenance of a 54-square-meter apartment in Kronberg. That's a cost of 80 cents per square meter per month. In Frankfurt, there are only 4 cents per square meter per month, according to Rolf Janßen, president of the local tenants' protection association. He described Vonovia's approach as "cheeky," and Vonovia had little to say to the newspaper. They would only have charged for services that could be verified and negotiated usual prices for their customers. In a contentious discussion with a tenants' association in East Westphalia at the beginning of February 2020, Vonovia's representative was defensive. The tenants' association described a renovation that resulted in a monthly surcharge of over 90 euros for the tenant - on top of a rent of 355 euros. Accused by one of the discussion participants of only seeking profits for the shareholders, the housing manager retorted, "We are not bandits driving bulldozers." In other words, the company would be aware of its social responsibility.

It is no coincidence that the managers of the housing giant are concerned about their reputation and publicly promise improvement. Something has changed: the "locusts" have harvested and flown away. Terra Firma took Deutsche Annington public as early as 2013. That same year, the investment company Blackstone did the same for Deutsche Wohnen AG. Fortress had cashed out its investment in the stock market much earlier: Gagfah had been listed since 2006 when it was taken over by Annington. While the private equity firms packed up, major international investors entered the newly hatched public companies. In addition to the Norwegian pension fund Norges Bank Investment Management, these include the American fund provider Fidelity and its Boston competitor, Massachusetts Financial Services MFS, but also - last but not least - BlackRock. According to the company, the New Yorkers held more than 7% of Vonovia, over 10% of Deutsche Wohnen, and 7.5% of the real estate company LEG, which bought the real estate portfolio of the state of North Rhine-Westphalia during its privatization, in February 2020.

For the new owners, the investment is only profitable if the share price and dividend increase sustainably. This by no means implies that they do not pay attention to profitability. Mergers in the industry have led to significant staff reductions and organizational changes. At the beginning of 2014, Deutsche Wohnen acquired the Berlin-based real estate company GSW, whose real estate portfolio at the time included sixty thousand apartments, in which nearly one hundred twenty thousand people lived. After the takeover, the new owner laid off nearly half of the three hundred twenty employees. The takeover was paying off for the real estate company, the German business daily Handelsblatt estimated in May 2014. The profit from rentals, which is crucial for real estate companies, had almost doubled in the first quarter to 59.1 million euros. Rent increases of 4.2% contributed to this significant profit increase, among other things. In November 2019, the Berliner Morgenpost announced that rental income continued to grow. In the first nine months, Deutsche Wohnen's operating profit increased by 12.8% compared to the previous year, reaching 416.3 million euros. "The competitor of Vonovia [Deutsche Wohnen], LEG Immobilien and TAG Immobilien have confirmed these outlooks for 2019," the Morgenpost informs us. BlackRock also holds a 6% stake in TAG Immobilien, whose motto is, according to its English website: We make room for profitability.

It is unlikely that BlackRock regrets entering the housing market. For tenants, this profit-increasing method is certainly less joyful. The protest movement Deutsche Wohnen & Co. enteignen ("Expropriate Deutsche Wohnen and company") shows how great the distress is on the housing market. Just a few years ago, its demand to expropriate real estate groups would not have been taken seriously, considered leftist. But during the summer of 2019, activists collected more than 77,000 supporting signatures. They demand that the law against rent increases, introduced in 2015 already, be not only extended until 2025 but also strengthened. Where this law applies, a landlord is generally only allowed to charge 10% more than the standard local rent. This measure helps to slow down the increase in rents, especially in urban areas.

The misery in the housing market has also shed light on the investor behind the major landlords, but not in a positive way. "Real estate developers buy cheap, let tenants pay for renovations, use tax havens, and all sorts of imaginable dirty tricks," critic Werner Rügemer lashes out in the pages of the weekly Der Freitag. He holds "capital organizers" like BlackRock partly responsible. Fans of the 1. FC Union Berlin football club were upset when they learned in 2019, after the team's promotion to the Bundesliga, that the new main sponsor was the Luxembourg-based real estate company Aroundtown SA. Besides commercial real estate, this firm is also involved in residential real estate through its stake in the company Grand City Properties SA, which owns nearly eighty-four thousand apartments throughout Germany, including seven thousand five hundred in Berlin. About a third of these are located in the Treptow-Köpenick district, near the FC Union Berlin football club, according to the German channel RBB. And "the second-largest shareholder of Aroundtown is the controversial asset manager BlackRock." In an interview with the Tagesspiegel, Christian Beeck, a former sports director, stated that this was a problem for a club that fundamentally espouses the anti-commercial values of amateur football. "1. FC Union Berlin is trying to establish itself in professional football. And that's not just done by selling beer and sausages," responded the club's spokesman to the criticism. So, BlackRock also plays a role in the world's most popular sport.

... but also in commercial real estate with the lion's share of the pie

The city of Freising in Bavaria was once a ducal palace, then a center for scholars and the seat of a diocese. Emperor Otto III granted it mercantile rights in 996. It is the "oldest city between Regensburg and Bolzano," as claimed by the city's website for its 46,000 inhabitants. It was severely damaged during the war. In recent years, it has struggled to revive its historic center. Its official motto: "The city center is the heart and soul of a city. Urban planners, politicians, and citizens work hand in hand." But urban planners have rather fought with the owners of one of the largest plots in the center. The "best part of the pie" in the area, according to a report from January 2014 in the Süddeutsche Zeitung. The building on Angerbadergasse street had formerly belonged to Aldi. The discount supermarket chain sold it to an investor, along with other properties. In early 2014, as reported by the Süddeutsche Zeitung, the building was vacant. The city of Freising had wanted to buy the property from the chain and believed it had a right of first refusal. But despite several attempts – including, ultimately, in court – Freising failed. The building became the property of a new investor: BlackRock. Asked what they were going to do with this "gem," the company remained silent at first. The building remained unused for over two years. And so the city's plans remained uncertain. Later, the New Yorkers sold it to the Munich-based real estate investor GIG, who in turn sold it in 2016. In the summer of 2019 – five years after Aldi closed – an Edeka supermarket finally opened on Angerbadergasse street.

In the Bamlerstraße shopping center in the city of Essen, BlackRock was quicker. The bulldozers arrived there in mid-2014. They demolished an Aldi supermarket. The shopping center, ideally located on the A4 towards Bottrop, had been out of fashion for years. The new owner had plans for a complete renovation. In this case, it was BlackRock that sent the bulldozers, as the Kaufpark Bamlerstraße was also part of the giant's real estate portfolio. In February 2017, BlackRock sold the Bamlerstraße shopping center to the Hahn Group for 36 million euros.

These are just two examples of BlackRock's involvement in commercial real estate. In 2013, the New Yorkers acquired a portfolio of a hundred properties throughout Germany by acquiring a company named MGPA. This company was previously the real estate subsidiary of the Australian investment bank Macquarie. MGPA was attractive to BlackRock because it had been one of the most active real estate buyers in Europe and Asia in the previous years. Before its acquisition, MGPA had acquired a portfolio of over $23 billion. Germany, too, was increasingly in its sights in recent years. In 2010, MGPA pulled off a coup: it took over subsidiaries, plots, and a logistics center from Aldi, totaling about a hundred and forty real estate properties. The parties agreed not to disclose the purchase price. In 2012, MGPA did it again by acquiring three neighborhood centers, a commercial park, a hypermarket, and six specialty stores. Among the tenants were the who's who of German supermarkets: Edeka, Rewe, Penny, and Aldi. After the transaction, MGPA's portfolio in Germany included a hundred and seventy-five real estate properties with a total rental area of 340,000 square meters. One of the properties was the Kaufpark Bamlerstraße. A few months later, MGPA itself was taken over: BlackRock bought the real estate specialist for an undisclosed price.

And BlackRock's interest in commercial real estate does not seem to have waned. In April 2018, BlackRock launched the Eurozone Core Property Fund. The fund aims for "high-quality, profit-oriented investments in the eurozone and countries with currencies pegged to the euro," according to the press release. This includes office spaces in Paris, Munich, and Hamburg, as well as commercial properties in Copenhagen. "The primary goal of our investment approach is to ensure stable returns for investors, combined with long-term potential," said fund manager Ian Williamson.

A ghost wanders among us: the invisible super-investor

Despite all the investments and commitments that BlackRock now holds in Germany and the rest of Europe and the world, and the $120 billion that the New Yorkers claim to have raised in their funds from large and small investors in Germany, they have managed to stay under the public's radar for a long time. At the beginning of the investigation, the head of the German subsidiary had agreed to an interview in BlackRock's offices, located in the iconic Opera Tower in the banking district of Frankfurt. The interview revolved around the strategy in Germany and the firm's business objectives. However, BlackRock ultimately refused to allow excerpts from the discussion to be used for the first edition of this book in 2015. The New Yorkers still made headlines in 2018 when Friedrich Merz, who had been chairman of the German subsidiary since 2016, entered the race for the chancellorship. Merz resigned from his position at BlackRock in March 2020.

It seems that the new strategy in Frankfurt is now more about seduction. While his predecessors limited their contacts with journalists to the strict minimum and to the trade press, Dirk Schmitz, the current head of the German subsidiary, is striving to give a friendly and almost harmless face to the black rock. A "forty-something who listens, who responds with good humor to all questions, even the most cheeky ones," as described by journalists from the radio station Deutschlandfunk. The former investment banker whom BlackRock recruited from the struggling Deutsche Bank is portrayed by the weekly Stern, wearing a light blue wool sweater while his dreamy gaze wanders over the skyline of Manhattan on the other side of the Rhine. On this occasion, he says things like: "It is not the position of power that matters to us, it is not our goal. It is the consequence of the services we offer," he assures that "there is no hostile takeover by the Deutschland AG," and finally, that "one should not be afraid of us."

Experienced, Schmitz responds to Deutschlandfunk journalists who ask him if he understands why reports on BlackRock often have titles like "The Worrying Power" or "The Dangerous Giant": "Well, I think it often comes from the fact that we are not known well enough; we are a completely normal fund manager, acting globally and offering completely normal investments to our clients and investors. Obviously, we are of a certain size, which often leads to wanting to tell a certain type of story about us, but these stories have little to do with reality. There is no secret plan, no worrying power, all these things that are often told in these stories do not exist."

So, "a completely normal fund manager," then? About whom only nonsense would be told? Even Schmitz's New York boss would find that a bit too modest.

So here comes Larry Fink into the picture.
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CHAPTER 3
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The Man Behind the Colossus: Larry Fink, a Wall Street Loser
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Even if you've never seen the movie, the image of a finance mogul is often imagined as Michael Douglas, convincingly playing Gordon Gekko in the Hollywood blockbuster Wall Street, with his wide suspenders, pinstripe pants, and slicked-back hair. Fink is nothing like that. At first glance, the most influential man in the finance world looks more like his own accountant. He has what is called a "high forehead," grey temples, rimless glasses. In front of the cameras, he cultivates the demeanor of an Elder Statesman, a man who, thanks to his experience and knowledge, rises above earthly matters.

He carries the gravity expected of a leader of fourteen thousand employees, a CEO of a large company with a market capitalization of $70 billion (as of February 2020). "I am always a student," he replies when consulting firm McKinsey asks him about his leadership style on the theme of "Leadership in the 21st century" – before then giving his interlocutor a lecture on globalization, motivation in management, and the weakness of political leadership around the world. Press access to Fink is meticulously controlled. In recent years, he has rarely given interviews. Today, he is seen more often, but in his messages, he strictly adheres to the image of a well-intentioned administrator towards his clients and investors. "It is a company that is almost paranoid about what might leak outside," explains a public relations officer who worked with Fink's team. It is not surprising that journalists react enthusiastically when allowed to interview the big shot. Carol Loomis – financial journalist and ghostwriter for investment legend Warren Buffett – was allowed to watch over Fink's shoulder as he worked. In her article for Fortune magazine, she describes his daily life as a court chronicler would depict the king in an absolutist monarchy. According to Loomis, Fink's day starts at 5:15 a.m. in his apartment in the chic Upper East Side neighborhood of Manhattan. At 5:45 a.m., a limousine picks him up and drops him off at BlackRock's headquarters. He brings three newspapers with him, the New York Times, the Financial Times, and the Wall Street Journal. For an hour, Fink reflects. Or he video conferences with one of his managers – who has every interest in being at his desk. For breakfast, he eats blueberry and banana cereal. And between all his appointments, according to Loomis, he always finds a moment to call his wife Lori, whom he met at the age of 17 and has been married to for over forty years. At 6:30 p.m., Fink leaves the office and goes home or to an evening appointment. At 10:30 p.m., he turns off the light. The press service prominently placed Loomis' article on the company's website. For readers, it is clear that Fink is working hard for BlackRock and, therefore, for its clients.

Fink never fails to mention at every opportunity that he is aware of his social responsibility. "Our clients are firefighters and teachers," he likes to say, reminding that BlackRock manages the pension funds of American public employees. However, this did not prevent BlackRock from leading a consortium of its top clients into a deal that led to the largest real estate bankruptcies in recent history. It was the New York residential complex Peter Stuyvesant, which BlackRock and the consortium acquired for over $5 billion in 2006, at the height of the real estate bubble. By early 2010, the bubble burst, and BlackRock withdrew. Among the clients advised by BlackRock to participate were CalPERS, the largest public pension fund in the United States. It is responsible for the retirement pensions of 1.6 million California officials. At that time, CalPERS was already severely affected by the crisis and lost an additional $500 million due to Stuyvesant's bankruptcy. "Disappointing their clients" still weighed on him, Fink told Bloomberg Businessweek in December 2010.

The firm's PR battalion promotes the image of a servant dedicated to a higher cause. On CNBC's stock channel, the host introduced him as the "voice and conscience of Wall Street." At the "Buttonwoods Gathering," a conference of the British economic magazine The Economist, the editor-in-chief of the journal announced him as the "star guest" of the event – the appearance of the BlackRock boss was comparable to that of the Rolling Stones. Fink, who almost always wears a light-colored shirt and a delicate purple silk tie, speaks calmly and with a slightly monotonous voice about his concern for the political situation in general and – his favorite subject – the risk of poverty among the elderly.

If you don't know who is on the screen, you could easily mistake Fink for one of the many talking heads, those "experts" who appear on TV shows. But he is not one of those who can capture the attention of the viewer flipping through the different programs of the evening. However, if you are close to him, you feel something else – a latent agitation, a spring still tense within him. Fink keeps an eye on his surroundings. If a journalist's request for a report is too critical, he replies in a way that shows he is used to having the last word. In his personal relationships, he is "intense" and "direct," as insiders like to describe him.

"Larry is and remains a trader," says Larry Doyle, who started at Fink's as a young operator in the 1980s.

Market operators, better known as traders, are constantly on the lookout for profit opportunities and the risk of loss. It's in their skin and in their blood. "No experience marks you as much as when you lose several million," says Doyle. Successful traders are fascinated by numbers, especially those followed by the dollar sign. They are eager and impatient: those who stay in a position too long do not circulate money, and when money does not circulate, it is not earned. At worst, you even lose a bit, because the market turns against you. The market: traders speak of it with the same respect as sailors speak of the sea. Like a natural force, it can turn against those who depend on it for their livelihood. Just as sailors watch the wind, the waves, and the clouds, traders observe the ups and downs of stock prices, interest rates, and order entries. When, as a non-initiate, you listen to traders, you are confirmed in your worst prejudices. When, after the Lehman bankruptcy, criticism of Wall Street reached its peak, an email circulated in the industry. The author condensed his defense speech into these words: "It is our job to make money. Whether it's commodities, stocks, bonds, or any hypothetical piece of paper invented. If we could make a profit with baseball cards, we would do it." Profits would be justified: "We eat what we kill."

Robert Shiller, winner of the Nobel Prize in Economics in 2013 who had warned of the internet bubble and correctly predicted the real estate bubble, looked at the role of finance and its benefits for society. He concludes that our modern economy would not be possible without the financial industry. However, it offers shelter to a certain social group, which would otherwise have difficulty integrating. 3% of the population have sociopathic traits, estimates the economist. "It's better that we place them where they can be useful to our society." Indeed, not everyone is capable of making decisions that can cost millions – and that in a matter of minutes, or even seconds. Or consider risks without taking into account the moral or emotional factors involved.

Trader one day, trader forever, they say on Wall Street.

Fink doesn't like to hear
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