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Introduction

Speedy

Nils Jansson, known to friends and enemies alike as ‘Speedy’, was a playwright’s version of a property dealer. I first heard his story in autumn 2021, having got interested in a group of investors who were buying up housing, where they might once have acquired office spaces or shopping malls. A Danish entrepreneur who made a killing before the 2008 financial crisis, he wore thick spectacles and sleek suits, and possessed a hustling, persuasive energy. At his former office in Copenhagen there was a swimming pool with a teak deck; on the wall hung a large print of a man receiving a blowjob, by an artist who was famous for once serving pasta and meatballs made of his own liposuctioned fat.

In the years before the crash, Jansson had bought apartments from a small group of property investors. He would buy a building at a knock-down price, renovate it, and sell it on for much more than he had paid, sometimes back to the same group he bought it from in the first place. So long as the banks kept lending him money and the value of property kept rising, it was an easy way to turn a profit. Jansson was different from almost every other property investor in Copenhagen. He wasn’t trained in finance or real estate. He came from Holbæk, a harbour town on the Danish coast, studied farming at agricultural college in the early 2000s, then worked in catering and, later, as a manager at a construction firm. He lacked the credentials or experience of his Danish real-estate peers, most of whom were lawyers and accountants with multiple degrees, who lived for spreadsheets and took five minutes to pour a single cup of coffee.

What Jansson had, which they did not, was a love for doing real-estate deals that bordered on an obsession, a wide network of extremely reliable builders from his time spent in the construction industry, and prodigious talents as a salesman. ‘In the olden days,’ said one property investor who used to work with him, ‘we used to say he could charm a cow out of a flower field.’ Eik Bank, a Danish branch of a Faroese savings bank that had been inspired by the Icelandics to take bigger risks, put up the money for Jansson to buy dilapidated properties in Copenhagen – ‘some old crap’, as he put it. In return, Jansson would pay Eik Bank a bonus, known as an ‘upside’, once he renovated them and sold them on. This was extremely risky: for these loans to make sense, Jansson had to be sure that the value of properties would continue to rise, while the bonuses were an incentive for the bankers to overlook the diciness of this proposition. For Eik Bank, they proved extremely lucrative, and in the two years prior to the financial crisis, the bonuses alone netted its bankers close to £15 million.

Jannson became a major customer at the Danish subsidiary of Eik Bank. But when the real-estate market slowed down in 2009, the banks stopped lending him money, and Jannson went bankrupt. One year later, Eik Bank Danmark did the same. Jansson seemed cured of his passion for the property market. He moved onto a farm, bought one bull and six heifers, and swore he’d never trade real estate again. A newspaper ran a profile of him titled ‘The Man who Traded Dog Shit’. This was partly a reference to his ability to sell undesirable properties, but it also symbolised his role in an emerging narrative that saw the financial crisis as a profoundly un-Danish event caused by a handful of reckless outsiders. ‘If you want to understand how the financial sector in Denmark brought itself close to the abyss,’ the profile suggested, ‘look at the slightly smaller fish.’

I was riveted by Jansson, partly because he seemed to act with a kind of brutish honesty. He wanted to make a lot of money and saw little point in disguising this ambition with some higher moral purpose. There was something like a parable in the story of a farmer who moves to the big city to become a millionaire and then a bankrupt. His audacity made him all the more compelling.

But it wasn’t just that. Many journalists are driven by the idea that the most interesting stories, the ones that really need to be investigated, take place behind closed doors. They spend months, even years, trying to find people who will let them inside. I was no different. Ever since university, I’d been reading about the same group of investment funds that had been surreptitiously acquiring hundreds of thousands of homes. They had emerged as the victors of the 2008 financial crisis, and now possessed an astonishing power to shape where and how people lived. But few people knew what they did. That suited them. They were, for the most part, a black box.

It was one thing to know about their existence. It was another to see for myself how the machinery worked. By the time I heard about Jansson, he had found his way into the figurative engine room. He was working with Blackstone, a US investment firm founded in 1985 by two bankers who had defected from Lehman Brothers. Blackstone was a paradigmatic big fish, a Wall Street institution that made its name investing on behalf of blue-chip clients, including pension funds and high-net-worth individuals. It managed assets worth more than $1.1 trillion, more than twice the annual GDP of Denmark. Its founder, Stephen Schwarzman, was a prominent philanthropist who gave the University of Oxford the largest single donation it had received since the Renaissance, endowing a vast sandstone building framed by neoclassical arches: the Stephen A. Schwarzman Centre for the Humanities. On an extension to the New York Public Library that he paid for, his name was inscribed no fewer than six times.

Despite this ostentation, Blackstone itself was discreet. Information about the workings of its funds was incredibly hard to come by. Each of those funds might own ten or fifteen different companies – all perfectly legal, yet practically speaking, it was often impossible for the public to work out who owned what, or to access information about those companies’ finances, their operations, or the number of people working for them. Jansson offered a rare insight into how the industry operated, and how its operations could sometimes go wrong. People in Copenhagen might not have known that it was buying up housing in their city, but they knew all about Jansson, since Danish newspaper reports had made him seem like the poster boy for the iniquities of the financial crisis. For an elite group of US financiers to partner with a character like him was like Lloyd’s of London setting up shop with a failed car salesman.

Still, Jansson obviously had something that Blackstone needed. The company was on the hunt for new assets. Copenhagen was a land of opportunity. The city had ballooned in the previous decade, undergoing a transformation similar to New York in the ’90s: a period of crisis and decline when the middle classes left for the suburbs, followed by a booming resurgence. Wealthy people were flocking back. Housing was high in demand. The city centre was full of affordable rental apartments that hadn’t been renovated for years. With a slick of fresh paint and a new kitchen or bathroom, these could be leased to richer residents and made into lucrative assets. Of course, Blackstone would need a man on the ground. Jansson knew the market like the back of his hand, and could flip a building quicker than probably anyone else. And so the bankrupted Danish developer was back in business. He had found himself at the centre of a new gold rush.

Blackstone is a special type of financial firm. It takes money – money put up by insurance companies and high-net-worth individuals, pension and sovereign wealth funds – and uses it to buy … things. What sort of things? All sorts of things: almost every type of property and business that you might encounter, from cradle to grave. You probably know several people who live in part of the Blackstone empire without realising it: in student accommodation, perhaps, or a flatshare in an apartment block, or a retirement community. Not just buildings, either. Blackstone bought the back catalogue of the pop singer Nelly Furtado, a stake in a popular oat milk brand, and an even more popular dating app where a number of my friends met their partners. It had owned the London Dungeon, the London Eye and Legoland theme parks. Then there were the businesses that most people have never heard of. The telephone masts across Latin America and Europe. The largest port operator in the United States. Warehouses in Sweden, Britain and Japan. Stealthily, silently, the company seemed to be buying up the places where people lived, worked, grew old and died.

It wasn’t alone. After the global financial meltdown in 2008, new rules came in to stop a similar catastrophe from ever happening again. ‘Before 2008, banks were the place to be, where you could do funky stuff,’ a former banker who now works for an asset management firm told me. ‘They regulated the shit out of banks.’

But as traditional finance became more risk-averse, power shifted towards a hidden world of private capital. Unlike companies whose shares were listed on stock exchanges, this world remained largely invisible. Its funds invested in real estate, natural resources, infrastructure, venture capital, private equity, private debt, and other things besides. So much money had flooded into this industry that, by some estimates, it was on track to eclipse the gross domestic product of the entire US private sector And in this world, that sort of funky stuff was very much still permitted.

I was interested in one part of this industry in particular. ‘Private equity’ seemed to represent a radical philosophy of ownership, one that society both celebrated and feared. It had been entrusted with tasks that, until recently, most societies reserved for government. In some cases, it had replaced the government altogether, managing nurseries, hospital departments, and clinics for survivors of domestic abuse. It had blended into cities and communities, taking control of institutions that looked, from the outside at least, just the same as before. The private equity industry had developed an oddly intimate interest in the areas of life where one would least expect to find the hand of high finance. If you were a low-income renter, say, you could plausibly spend much of your life shuttling between services owned by various private equity funds without knowing it. The industry’s presence was typically hard to spot, camouflaged by subsidiaries – ‘topcos’, ‘propcos’, ‘opcos’, ‘holdcos’ – each with different names.

The name itself, ‘private equity’, was its own kind of camouflage. Private equity: it sounded both innocuous and prestigious. No suggestion of the vast amounts of debt involved in these deals, nor of the controversial techniques they used to generate profits. As I dug into its background, I learned that this kind of enterprise had emerged from a very specific story. The story had been told by a small group of financiers and business professors who were apparently convinced that they had a mission to save capitalism. According to them, the Western economic model could only express its true dynamism when a certain kind of entrepreneur was able to seize control of businesses from bureaucrats and middle managers. Heroic dealmakers could breathe life into tired companies and create value from scratch. In its idealised form, the private equity fund represented the apex predator in capitalism’s jungle, the summit of meritocratic evolution. And since these remarkable protagonists only invested the money of the world’s most ‘sophisticated’ people, they didn’t need to reveal the precise methods by which they achieved their magic. Transparency was there to protect amateurs. If you were playing at the big-boys table, it could be assumed that you were a big boy too.

Judging by some of their published work, many of the founders and senior staff at private equity firms did indeed consider themselves cleverer, more tenacious, and more disciplined than just about anyone else. ‘These folks are built to win, through design and force of will’, wrote Sachin Khajuria, a former partner at Apollo, one of the world’s largest private equity and asset management firms. They were on a relentless quest for improvement. They used their exceptional skills to rid bloated companies of bad management and generate outsize returns that beat the stock market. ‘Not only is immense wealth accumulated in the hands of the few, but these individuals also have profound influence on increasingly broad swathes of the economy,’ Khajuria wrote. ‘Perhaps it has to be this way for the results to be as good as they are.’ But the closer I got to this industry, the more I came to see it in ominous terms. Just whose hands were broad swathes of the economy actually ending up in?

When I started working on this book, there was a lot of talk about conspiracy theories in the air. It was just after the pandemic. Liberal onlookers were still struggling to get their heads around the electoral upsets of 2016. There was a sense of foreboding about the algorithmically distilled suspicions that were now spilling into mainstream politics. Plenty of people knew of someone who had gone ‘down the rabbit hole’, falling for contrarian arguments that the pandemic was a hoax, or that the vaccine was a plot by the Gates Foundation to insert microchips into the brains of everyone who received it.

Many sensible, well-informed people wrote books and articles (and produced endless podcasts) trying to explain how this nonsense had attracted such a devoted audience. It was taken for granted that falling for it marked a lack of sophistication – in financial terms, only the ‘dumb money’ could be drawn in. Maybe those lured into QAnon and the like were simply too stupid to tell truth from falsehood, or too marginalised for the distinction to matter much.

But explanations like that seemed to miss something essential about the appeal of conspiracist thinking. These tall, tangled tales of mind control, of paedophile cabals in high office and a deep state bent on toppling democracy fed some kind of hunger. By painting our abstract, bewildering public life in vivid colours of intention and meaning, they offered a world people could actually feel something about. Powerful archetypes in place of reality’s shapeless drift; a thrilling drama with immeasurable stakes lying just beneath the humdrum surface.

I started to wonder whether a dash of conspiracism might be a good way of getting people to join me in my own obsession. No one denies that financial chicanery matters, but it can feel pretty dry and remote, and the detail is often so tedious, you start to suspect that that’s some kind of plot in itself. Might there be a way to turn the spinach of business reporting into something more palatable? The more I thought about it, the more private equity seemed to check all the boxes. This secretive form of ownership that penetrated almost every area of life had, in certain respects, quietly taken over the role of government. Beneath it was an ideology that many progressives found vaguely demonic, and a machinery that many free-marketeers thought was a perversion of capitalism’s true essence. Yet it nevertheless got a hearing almost anywhere that elected politicians were in search of ideas. There was plenty of material to sketch out a conspiracist version of what private equity had been up to for the past half-century, if you were that way inclined.

Over the next two years, however, as politics became even weirder than usual, the line between reality and speculative exercise started to blur. I began to trace connections: from radicalising experiences in 1970s Moscow, to the ideas of the industry’s early disciples, to the mindset of the second Trump administration, whose members believed that, for a country (or company) to thrive, bureaucracy, with all the rules, requirements and protections it conferred, had to be eliminated, and power seized by a small group of disruptors. My thought experiment was getting harder to disentangle from the facts.

For now, though, there are plenty of facts to get straight. A friend who previously worked at Blackstone described the firm as a venerable institution staffed by impenetrably polite, totally relentless Americans who were better at driving forward deals than just about anyone. In what other industry, he mused, could an employee expect to become a billionaire?

Here’s how they did it. Managers invested money on behalf of ‘limited partners’ – billionaires, family offices, pension funds, university endowments and sovereign wealth funds. They charged these partners 2 per cent of the value of assets under management, and also collected 20 per cent of the profits if the fund performed well enough, a cut known as ‘carried interest’. Regardless of its performance, a $200 million fund would generate $4 million in fees for its managers each year. If that fund happened to double its investment, say, its managers would get a twenty percent share of those profits. Two and 20: an extraordinarily lucrative formula.

In this telling, private equity was so profitable because its people were so good at their jobs. But in the years that followed I began to catch glimpses of the wider industry that told a different story. In Barcelona, where I lived in 2017, I attended meetings of a defiant group of housing campaigners who accused private equity firms of stoking evictions. In England, I noticed an explosion of protests targeting water companies that had been snapped up by private investment funds. In San Francisco, tenant organisers told me about the difficulties that private equity-owned landlords were creating for renters; in Sweden, politicians had their own, almost identical version of this story. Private equity may have been an industry staffed by clever and ambitious multi millionaires, but it had also become something else, too. As fund managers grew stratospherically wealthier while buying up the basic necessities of life, private equity became a mechanism for producing political instability, weakening governments and widening the chasm between rich and poor. The number of embittering encounters between these two worlds was now multiplying.
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