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"The Match King" -- Both Genius and Swindler

The Financial Career
of Ivar Kreuger

By Don Rocco

T HERE IS AN OLD SUPERSTITION THAT SAYS THAT
three on a match is unlucky. There are those who ascribe this to
occurrences in World War I: if a match was kept lit for three ciga-
rettes, the third person to light up was often killed by an enemy

sniper who had spotted the light. There are others, however, who feel that the
only one who could have started this superstition would be Ivar Kreuger, who
did so in order to sell more matches.

Does anyone have a match? Sure you do! In the United
States alone the quantity of books of matches distributed free
of charge is unimaginable. Add to this the output of wood-
en matches, and you can easily see that control of this
industry would be very lucrative. Ivar Kreuger apparent-
ly realized this in 1913, and with his usual calm logic
saw himself controlling the world's supply of matches.
Here was a product that everyone used, in good times
and bad, and Ivar Kreuger was to become the "The
Match King," for at the height of his career between
1927-1930 he controlled, directly or indirectly, three
quarters of the world's output of matches.

How Ivar Kreuger managed to achieve this phe-
nomenal financial success is the story of his life and to
describe it fully would take many hours. What we can try
to do is to bring out some of the highlights of his career
so as to better understand this financial "giant" or some
might say "swindler."

Ivar Kreuger's road to financial success began at the early
age or 20 when he made his first trip to America. 1 Even at this
young age, Kreuger had the unusual ability to adapt himself to any type of
situation. His first job was as a real estate salesman. He worked for six weeks
and finally sold a small lot on which he made a $50 commission. 2

There is a story that during this period he was living with a Dutch family.

Ivar Kreuger
1880-1932



A ROVE, Ivar Kreuger in 1896,
Z-la lad of sixteen with a passion
for cherries, a contempt for money,
and no particular brilliance in the
studies he had just completed at
the Kalmar Grammar School in
Sweden, Left, Ivor Kreuger in Brit-
ish Militia uniform during his res-
taurant-keeping interlude its South
Africa in 1954. Below and to the
left, Kreuger (seated, left) and his
partner Toll (standing) during site
early days of his career as a builder
in Stockholm. Below and to the
right Kreuger leaving the U.S. in
Iggo, arriving in imp. Right,
Kreuger near the end of his ranter.
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A quaint "Biography Written by the
Kodak," photo gallery depicting the
life and times of the controversial
financial manipulator's career.

The previous occupant of his room had been an architect and Kreuger had
found in his drawer the incomplete plans for a small house. One evening, a
man came to the house asking for the architect explaining that he had prepared
some sketches for him for which he was willing to pay fifty dollars. Kreuger
told him to come back in a few days, and he would have them ready. His engi-
neering background enabled him to finish up the simple sketches and he col-
lected the fifty dollars. 3 These abilities to improvise and to make quick deci-
sions were to become dominant characteristics in Kreuger's career.

Kreuger exhibited amoral character qualities from his youth. In addition
to his seeming absence of any sense of "right" and "wrong," he was willing to
adopt whatever means were available to reach his ends. He had an odd mixture
of consideration and comtempt for people, and was willing to use them for his
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own purposes without their knowing it. He never appeared to feel any guilt
about what he did. This was true not only as a youth, but even when he was fal-
sifying the balance sheet of his huge empire. One of his schoolmates once said
It isn't that Kreuger cheated more than the rest of us but that he just did it

better". 4
Kreuger made a second trip to America at the age of 31. This trip was

more successful, and he got a job with a construction firm in New York. His
main task was to go over construction plans to see if there were any errors
made in calculation. For this, he was paid fifty cents an hour. He did well at
this job, and soon won a promotion for discovering a vital error in a set of
plans. 5 Kreuger was fascinated at this point in his life with the organization
and methods of big business. He visited the stock exchange and noted its oper-
ation carefully. He studied the history of the Rockefeller Oil Trust and read
biographies of such men as Daniel Drew, Jay Gould and Commodore
Vanderbilt.

A Swedish friend, of that period, recalled that while visiting him Kreuger
used to speak about the importance of winning confidence in business relation-
ships. Kreuger developed an almost hypnotic influence over people, and
applied it sometimes ruthlessly to gain his own ends. Yet at times, he also
seemed to derive great pleasure from going out of his way to help others. Once
when a position was offered to him in England, he turned it clown and got the
job for a friend of his. 6

In 1903, he got a sub-contracting job in South Africa, a place he was
attracted to chiefly by the romance of it, and the reports of good speculative
opportunities. With the three hundred pounds that he had, he opened a restau-
rant and made a success of it. He also made about 1500 pounds in a gold spec-
ulation. 7

Late in 1905, Kreuger returned to America for the third time, and after
several job offers was hired by the Consolidated Engineering Company. In this

Kreuger & Toll stock certificate
depicting Promethus stealing fire from
the gods and bringing it to benefit
mankind. Imprint: American Bank
Note Co.
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A stock certificate issued by Kreuger
& Toll, Inc. in 1928.

role, he was chief engineer in the construction of New York's Flatiron
Building, as well as the Plaza and other hotels. In some of their constructions
they began to use reinforced concrete, a new type of building foundation
requiring a special kind of steel invented and patented by Julian Kahn. When
Kreuger visited Kahn, Kahn developed a liking for him and suggested that

Kreuger should explore the possibilities of
applying the new building methods in
Europe. 8

On May 18, 1908, Kreuger started a
partnership with Paul Toll, who was also
interested in introducing the new building
material to Europe. The firm of Kreuger
and Toll had a total capitalization of
$2,500. The new building technique
caught on very rapidly, and within four
years Kreuger and Toll had gained a rep-
utation as the best building company in
Sweden. 9

From here on, the pace of Kreuger's
life quickened. In 1913 after much delib-
eration he accepted an offer by certain
Swedish bankers to become President of
the United Match factories, which con-
sisted of nine match plants. Kreuger
undoubtedly realized from the beginning
the possibilities of gaining control of
much more than just the Swedish match
industry. 10

Kreuger made an immediate stir in
the match business just as he had in con-
struction. The Trust was capitalized at
one million dollars. Immediately he went
to work to build the trust into a smoothly
operating organization. In three years he
developed this company into an organiza-
tion which cleared a half million and
declared a 12% dividend. He then pulled
off a merger with another large Swedish
match combine. The new company was
called the Swedish Match Company.

Kreuger had been so persuasive in
arguing for the merger that he had man-
aged to overvalue the shares of his trust

and, in effect, his smaller company swallowed the larger. This was his first big
venture in inflating values, which henceforth was to become his prime tactic.
His old company, Kreuger and Toll, was now split in two. Half was Kreuger
and Toll construction, while the other Kreuger and Toll, Inc. became a diverse
financial holding company, that in reality was a pyramid scheme which could
be used any way Kreuger wanted. The capitalization of Kreuger and Toll had
grown to five million. The interrelation of Kreuger and Toll and the Swedish
Match Company began when Kreuger transferred 120,000 shares of Swedish
Match Company (1/4 of the total) to Kreuger and Toll, crediting Swedish
Match two million for them. 11

The state of disruption in the world market following World War I gave
Kreuger the opportunity to expand in Europe. In Belgium, Austria, Finland,
Switzerland and most other European countries, Kreuger bought control, usu-
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ally directly, of the leading match companies. Although the profits of his main
company, the Swedish Match Company, remained the same during this period,
the name of Ivar Kreuger was rapidly becoming known. Almost over-night an
unknown Swede of 40 had become one of the new breed of European master
industrialists.

During this period of his emergence as a business giant, Kreuger was also
successfully speculating in many private deals. In 1918 he speculated in the dol-
lar, and this brought him a two to three million dollar profit. During this same
post-war period, he bought control of a German chemical concern which two
years later was merged into the huge I.G. Farben Trust. Kreuger got approxi-
mately fifteen times his investment in this company. 12 , 13

Kreuger's accounting practices were, to put it mildly, unconventional.
His essential philosophy of accounting was that a balance sheet existed mainly
to paint pictures for the public. He had an almost poetic approach to annual
reports. He usually wrote them himself, and he believed that the function of
figures was not to reproduce a situation as it existed but to create an impression
of it as he wished to portray it. His basic theory was that
neither events nor cycles should retard progress. Rising
profits -- whether they existed or not --accompanied by ever
soaring dividends -- even if they came out of capital -- were
necessary in order to keep the customers happy and the
credit coming.

As part of this policy, he believed in secrecy in his
operations and in the books or his company. So many of the
pertinent figures relating to his operations were kept in his
head that he juggled them and used them as needed. Only
his phenomenal memory enabled him to get away with this
practice. In line with this secrecy, Kreuger found it neces-
sary to hire accountants who were unquestionably loyal to
him alone. He usually selected men who were almost totally
ignorant of professional accounting practices. 14

During the period of 1919-1929, Kreuger continued
to expand his operations. During this time he raised roughly
$650 million dollars mostly from securities he floated and
partly from loans from banks. Most of the investments in
these securities came from American investors who were
only too happy to hop on the Ivar Kreuger bandwagon.
During these booming pre-Depression years, Kreuger over-
extended himself to the tune of about $200 million, for at
the time or his death by suicide in 1932, the net assets of his
companies came to but $200 million dollars which was half
of what the statements he drew for them were claiming.

The shrinkage was due in part to the low market value of 1932, but most
of it was the result of Kreuger's having paid large dividends out of capital for so
many years. Many of the millions he got his hands on simply disappeared and
were never traced. Apparently a good part of the money he squandered by spec-
ulating in the market at a time when the market was sinking to an all time low.
This was one of his last futile attempts to extricate himself from the mess he
had created. Finally a good portion of these millions were doled out as bribes
to public officials in countries where Kreuger was already selling matches or
where he hoped to sell them in the future.

The ones who lost the most when Kreuger died and his gigantic fraud
was discovered were the ones who trusted him the most: the partners of the
firm of Lee, Higgenson and Company who were responsible for the sale of the
various Kreuger securities in the United States. These men had trusted him to
the extent that until the very end they accepted his word for everything. All of

Below: "The Match King."



his statements and reports were accepted as gospel, and no investigation was
ever carried out by them. Also on the losing end were the small investors in
Europe and America who looked at Kreuger as the genius who could do no
wrong.

A Fortune magazine investigation
turned up fake Italian bonds, which
were among the "props" Ivar Kreuger
had used to bolster his paper financial
empire prior to his crash. Princeton
University houses an archives of doc-
umentary evidence tracing the rise
and fall of the worldwide Kreuger
corporate pyramid scheme.
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Lee, Higgenson and Company, who
were so taken in by Kreuger, were no different
from any other banking and investment house
of that day. Anything that worked was good
business. This included mysterious foreign
subsidiaries that were set up in quaint pocket-
book countries to avoid taxes, which everyone
was trying to do, and managerial secretiveness,
loose company laws, and lax accounting prac-
tices at home and abroad. It would seem that
bankers should at least have been aware of the
extent to which Kreuger was weakening his
organization by buying up his own unsold
securities, but even that was fairly common
practice.

Kreuger was playing the old Ponzi game
-- paying dividends out of capital and trusting
to more capital to keep the ball rolling. 15
None of this is an excuse for what happened; it
simply serves to place Kreuger in his time, but
because his turned out to be the biggest swin-
dle, Kreuger became the greatest object lesson
which largely led to the subsequent reform in
accounting and company direction both in the
United States and in Sweden.

Ivar Kreuger died by his own hand on
Saturday, March 12, 1932, at his home,
Numero Cinq Avenue Victor Emmauel III, in

Paris. The Swedish Match Company, which he created, is today alive and quite
well. So, the next time you strike a match, think of Ivar Kreuger -- both the
genius and the swindler.
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