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As this issue goes to publication, we hear reports of Russian troops crossing into Ukraine. There will 
no doubt be complaints from the traditional opponents of President Obama that he is “soft” and that the 
“lessons from history” indicate that decisive U.S. force is urgently required.

We are neither historians nor military strategists. But we do understand the historical connection 
between war and the growth of government. When once the dogs of war are unleashed, it is very difficult to 
bring them to heel.

The great irony of the American political system is that the alleged “fiscal conservative” Republicans 
engage in the most outrageous violation of economic liberties. (Richard Nixon took us off the gold standard, 
while George W. Bush nationalized major banks.) At the same time, it was the “dovish” Democrats who 
dropped atom bombs on Japanese civilians, involved the U.S. in the horrors of Vietnam, and now—under 
Obama—claim that the president has the authority to assassinate U.S. citizens with no trial. These matters 
of mass slaughter—euphemistically called “foreign policy”—are deadly serious. Americans cannot trust the 
version of events being put out by either Fox News or MSNBC.

There are no easy answers on such matters, and unfortunately every possible response by the U.S. 
government will likely result in the deaths of innocents. But let us not draw a line between “economic 
liberty” and “military action.” In a state of war, truth is indeed the first casualty, but domestic freedoms are 
next on the chopping block.

 
Yours truly,
Carlos and Bob

Lara-Murphy Report

“It is the masses that determine the course of 
history, but its initial movement must start with the individual.”

— How Privatized Banking Really Works

“War is the health of the state.”
—Randolph Bourne

“The non-rationalist, non-utilitarian, and non-liberai social doctrines 
must beget wars and civil wars until one of the adversaries is annihilated or 
subdued. The history of the world’s great religions is a record of battles and 

wars, as is the history of the present-day counterfeit religions, socialism, 
statolatry, and nationalism.”                                                                                           

—Ludwig von Mises

q
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ReCent deveLoPMentS that May be of InteReSt to ReadeRS of the LaRa-MuRPhy RePoRt…

PuLse On the MaRket
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Pulse on the Market

LEAdING BITcOIN BANK cRASHES
The situation is still developing as this issue goes to publication, but 
Mt. Gox—what was the world’s leading exchange for Bitcoin—has (at 
least temporarily) shut down, leaving millions of depositors worried 
about the fate of their coins. To be clear, from reports so far it seems 
that this episode has nothing to do with the integrity of the underlying 
mechanics of Bitcoin itself. Rather, for the sake of convenience people 
would formally transfer ownership of (some of ) their Bitcoin to Mt. Gox, 
which would then itself maintain records of their deposit. Apparently, 
outside hackers discovered a security flaw with Mt. Gox’s procedures 
(not with the Bitcoin “public ledger” protocol itself ) and figured out 
a way to siphon out hundreds of millions of dollars’ worth of Bitcoin. 
Critics of Bitcoin say this episode will shatter public confidence in the 
cryptocurrency, while defenders argue that this is an unfortunate but 
ultimately irrelevant bump in the road, analogous to bank robbers stealing 
gold from a bank vault—which would hardly prove gold is a bad form of 
money. (For an explanation of the mechanics and economics of Bitcoin, 
refer to the April 2013 issue of the LMR. Also, for those in the Austin 
area, see the Upcoming Events section in this month’s issue for Murphy’s 
talk at a large Bitcoin conference on March 5.)

Mt.  Gox  Bites

MOUNTING SUIcIdES (?) IN fINANcIAL SEcTOR
At least six apparent suicides occurred in January and February among 
executives of financial institutions, with several working for JP Morgan. 
The deaths have prompted speculation that these people knew their 
companies were in trouble because of pending investigations, and either 
(a) took their own lives or (b) had them taken by those wishing silence. 
Either way, keep your eyes open for major revelations of wrongdoing 
among some of the biggest names in the coming months.

Banker  Deaths
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Pulse on the Market

AdvOcATES GETTING MINIMUM WAGE ANALySIS 
BAcKWARdS
The battles over raising the minimum wage are intensifying. It used 
to be literally textbook knowledge among economists that raising the 
minimum wage was a terrible way to help low-income workers, because it 
would effectively price many of them out of jobs. Yet a wave of empirical 
research (beginning in the 1990s), relying on new statistical techniques 
to isolate other factors, began to question that consensus. We happen to 
trust the original view that “demand curves slope downward,” meaning 
that employers will hire far fewer workers if the feds raise the minimum 
wage 40% (from $7.25 to $10.10) as the Obama Administration 
proposes. Yet even if we stipulate that the revisionist studies are right, 
there is further nonsense on this issue. For example, it is now a talking 
point from progressives to claim that Walmart and other employers rely 
on food stamps and other forms of welfare to pay their workers less; 
this is cited as yet another reason to raise the minimum wage. But this 
is backwards: The existence of income assistance from the government 
gives poor people more bargaining power, since they won’t starve if 
they refuse a job offer. So the existence of food stamps and other forms 
of government welfare causes Walmart to pay workers more, not less. 
Whether federal welfare programs are good or bad, they certainly can’t 
be classified as handouts to Walmart and McDonald’s.

M aximum Wage  Confusion

ReCent deveLoPMentS that May be of InteReSt to ReadeRS of the LaRa-MuRPhy RePoRt…

PuLse On the MaRket
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HEy IT’S A fREE cOUNTRy…?
According to the group Reporters Without Borders, in 2013 the U.S. 
plummeted thirteen slots to #46 in a ranking of countries according 
to press freedom. It is particularly Orwellian for the “most transparent 
Administration in history” to lecture other governments about the need 
for openness, as it hunts down whistleblowers such as Edward Snowden. 

We’re  #46 !
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Pulse on the Market

fEd BIGGEST BUyER Of TREASURIES IN 2013
It’s official: This month it was reported that in 2013, the Federal Reserve 
was by far the biggest buyer of Treasury debt. During the year, the Treasury 
issued a net $759 billion in new securities to the public. Meanwhile, the 
Fed’s net holdings of Treasuries increased by $543 billion, 72 percent of 
the total. We have made this point before, but it’s crucial to repeat: Back 
when the Bernanke Fed began its massive bond-buying spree, and many 
of us warned of currency debasement, the “responsible” analysts retorted 
that monetary policy decisions had nothing to do with fiscal policy; 
it was just a big coincidence that the Fed decided to start sopping up 
gobs of Treasuries just as the feds decided the economy needed massive 
budget deficits as “stimulus.” Only if world investors thought that the 
U.S. government were truly monetizing the debt would we be in trouble, 
they told us. Well, at what point will investors start seeing “monetization” 
rather than “skillful implementation of countercyclical open market 
operations”? 

Monetiz ing 2013  Debt

AN INSIdE AccOUNT Of HOW THE 1% PARTIES
In a scene reminiscent of the film Eyes Wide Shut, Kevin Roose offers a 
narrative of his journey into a Wall Street secret society. Interested readers 
are referred to his article: http://nymag.com/daily/intelligencer/2014/02/
i-crashed-a-wall-street-secret-society.html. 

Drag Kings

ReCent deveLoPMentS that May be of InteReSt to ReadeRS of the LaRa-MuRPhy RePoRt…

PuLse On the MaRket
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IBC and Whole Life: Process vs Platform
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by
RobeRt P. MuRPhy

IbC and Whole Life:
Process versus Platform

by
RobeRt P. MuRPhy
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understanding of the “banking” aspect of Nel-
son’s ideas. People in this camp explained how 
they helped their clients redirect cash flows to 
allow their clients to “become their own bank-
ers.” Not surprisingly, people in this camp relied 
very heavily on Nelson’s best-selling book, Be-
coming Your Own Banker, since their approach 
with clients followed very closely the approach 
Nelson uses in his book to address the reader. 
Typically the people in this camp would reject 
the conventional framework and terminology of 
the professional financial industry, saying that 
only by changing one’s mindset and thought 
process could one escape from the bondage of 
the bankers.

On the other hand, there was a different camp 
of speakers at the Think Tank. In their presenta-
tions, they explained how they showed their cli-
ents that dividend-paying Whole Life insurance 
was a perfectly respectable asset class, which had 
its own pros and cons. They then explained quite 
convincingly that in our current economic and 
political environment, it made a lot of sense for 
many clients to shift their portfolio more heavily 
in favor of this conservative asset, because it was 

In earLy February, CarLos anD I were 
very pleased to participate in the annual Infi-
nite Banking Concept “Think Tank” held in 
Birmingham, Alabama. Unlike the “Night of 
Clarity” event that Carlos and I hold each year 
in Nashville—and by the way, the dates for this 
year are August 15-16, so mark your calen-
dars!—the Think Tank in Birmingham is closed 
to the general public. This is because the Think 
Tank is a forum for the actual practitioners of 
Nelson Nash’s Infinite Banking Concept (IBC): 
people in the financial sector who use IBC when 
advising their clients.

IBC and Whole Life: Process vs Platform

only by changing one’s 
mindset and thought process 
could one escape from the 
bondage of the bankers.

At this year’s Think Tank, I noticed that the 
various speakers seemed to fall into two camps. 
In the first camp, the practitioners stressed their 
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superior to the more popular selections (stocks, 
bonds, real estate, etc.) on many dimensions. 
The practitioners in this camp did not shy from 
taking on the Dave Ramseys and Suze Ormans 
of the world on their own terms. You want to 
talk about rates of return? Sure thing, let’s just 

to me that they were all correct. It’s just that 
they were focusing on different angles of the 
same underlying truth. The people in the first 
camp were focusing on IBC as a process, while 
the people in the second camp were focusing on 
Whole Life insurance as the best platform on 

IBC and Whole Life: Process vs Platform

you want to talk about rates of return? Sure thing, let’s just 
make sure we’re analyzing the assets correctly, including tax 

considerations and liquidity.

make sure we’re analyzing the assets correctly, 
including tax considerations and liquidity. The 
more we study it with an open mind, the more 
amazing it is that somehow Whole Life insur-
ance has gotten a reputation as an awful finan-
cial product.

As I sat in the audience watching the various 
speakers giving their presentations, it occurred 

which to implement IBC.

In truth, both elements are necessary for a 
well-rounded understanding. And to be fair, I’m 
oversimplifying here in my remarks; in practice 
everybody in both camps probably made re-
marks that crossed over the imaginary bound-
ary line I had drawn in my head. In any event, 
for the benefit of LMR readers who might be 
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new to Nelson Nash’s Infinite Banking Concept 
(IBC), I thought it would be useful to spell out 
these two distinct approaches.

IbC as a Process
As Nelson Nash has written and will tell you 

in person, his IBC is not about life insurance. 
Indeed it is not about a financial product at all. 
Rather, he is trying to change the way people 
think about their financial decisions. As it is, 
too many Americans (and presumably people 
in other Western countries, adjusting for their 
respective circumstances) follow the gurus when 
they tell them to put a small sliver of their pay-
check into a highly restricted stock market in-
vestment program (aka “tax-qualified plans”), 
so that they can’t touch these “savings” until de-
cades later when they retire. In the meantime, 
when these people need to spend money on big-
ticket items, they are counseled to do what “ev-
erybody” does: go to outside lenders.

The result—which Nelson describes early in 
Becoming Your Own Banker—is that the typi-

cal American is swimming in debt, with a large 
fraction of his monthly income devoted to pay-
ing interest to outsiders. What’s worse, this life 
is characterized by enormous stress: A job loss 
or illness, and the attendant interruption in 
income, can mean that these friendly bankers 

IBC and Whole Life: Process vs Platform

In the meantime, when these 
people need to spend money 

on big-ticket items, they 
are counseled to do what 
“everybody” does: go to

outside lenders.

suddenly appear to kick you out of your house 
and seize your car. Indeed, the way the typical 
American structures his life, it’s not “his” house 
or “his” car at all; the bank (or other lender) 
has a lien against them, and can take physical 
possession, if the borrower defaults on the loan 
contract.
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The fundamental change in thinking occurs 
when people flip this arrangement. Rather than 
giving away our savings to the control of outsid-
ers, so that we must approach outsiders (hat in 
hand) whenever our expenses exceed our pay-
check, we can instead begin to capitalize our 

the purpose of the IBC Think Tank, for profes-
sionals to share their experiences, creativity, and 
wisdom with each other.

Yet what is common to all of the “case studies” 
is that introducing clients to IBC has allowed 

IBC and Whole Life: Process vs Platform

Rather than giving away our savings to the control of outsiders, 
so that we must approach outsiders (hat in hand) whenever 
our expenses exceed our paycheck, we can instead begin to 

capitalize our own “bank.” 

own “bank.” That is, we direct as much cash-
flow as possible into building up an asset that 
we control, so that we turn to it when we have 
to buy a car, pay for a child’s wedding, or (in the 
limit) even buy a house.

The IBC process works, whether we start with 
a middle-aged or older person who has already 
accumulated significant wealth in other areas, or 
whether we start with a young person or couple 
just starting out. The particular financial moves 
differ from case to case, of course; that is part of 

them to instantly retake control of their finan-
cial situations, and—over time—to find them-
selves wealthier than they otherwise would have 
been. For readers who are intrigued, the best 
place to start is Nelson Nash’s book that started 
it all: Becoming Your Own Banker. Then, Carlos 
and my book, How Privatized Banking Really 
Works, will place Nelson’s ideas into the broader 
context of Austrian economics and U.S. history.

As a final bit of advice from Uncle Bob: Even 
though Nelson’s ideas are, one on level, quite 
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simple, in practice it takes a qualified financial 
professional to tailor them properly to a real-
world client’s specific circumstances. This is why 
Nelson, Carlos, David Stearns (who runs the 
Infinite Banking Institute), and I created the 
IBC Practitioner’s Program. The financial pro-
fessionals listed at the website https://www.in-
finitebanking.org/finder/ have all been through 
our training program, passed an exam that we 
designed, and have signed a contract to assure 
the public that these particular professionals can 
give them a “Nelson Nash” policy when asked.

Whole Life as a Platform
Now that I have spent time describing IBC as 

a process, we must explain why it is intimately 
tied to dividend-paying Whole Life insurance. 
The reason is simple: It just so happens that 
when we survey the world as it is, this particular 
financial instrument is (by far) the best platform 
on which to implement Nelson’s ideas.

In one respect, this is very unfortunate, be-
cause it presents the single biggest hurdle for 
getting the public to embrace Nelson’s message. 

After all, “everybody knows” that Whole Life is 
a “terrible investment” and that it makes more 
sense to “buy term, invest the difference.” In-
deed, there are all sorts of quick demonstrations 
allegedly proving that people are throwing away 
money when they buy a Whole Life policy.

IBC and Whole Life: Process vs Platform

It just so happens that when 
we survey the world as it 
is, this particular financial 
instrument is (by far) the 

best platform on which to 
implement Nelson’s ideas.

The present article is not the place for me to 
address such claims. (Interested readers can look 
at my September 2012 LMR article, “Why Dave 
Ramsey Is Wrong on Whole Life,” and also my 
June 2013 article, “Does IBC Mix Two Goals 
Inefficiently?”) Rather, I am simply acknowledg-
ing why so many professional IBC practitioners 
feel that it is crucial to explain to their clients 
the nature of Whole Life insurance. Before even 
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getting into the broader strategies of “banking,” 
some practitioners have found it effective to first 
defuse the worry that “I’m earning an awful rate 
of return with this thing!”

In the interest of brevity, let me give one spe-
cific example of why it’s important to really un-
derstand the mechanics of a Whole Life policy, 
in order to see why it is the best platform on 
which to implement IBC. Once, I read a critic 
of IBC who said (and I’m paraphrasing), “The 
basic idea here is to build up wealth in an asset, 

a Whole Life policy rather than “banking” with 
real estate.

Ah but wait a second: There actually is an 
enormous difference, once we get more de-
tails. If you go to a commercial bank and ask 
for a $20,000 Home Equity Loan because you 
want to buy a new car, they will make you jump 
through hoops before giving you the money. 
You’ll have to tell them your income, what you 
plan on doing with the money, and how fast you 
plan on paying it back. The bank will also check 

IBC and Whole Life: Process vs Platform

Why does the life insurance 
company grant loans with 

no payback schedule and so 
much less interrogation than 
the commercial bank? the 
answer is that the nature of 
the collateral is different.

and then borrow against it when you need cash. 
So that has nothing to do with life insurance; 
you could just build up equity in your house, and 
then go to the bank for a Home Equity Loan 
when you want to buy a car or send your kid to 
college. The fact that these people keep push-
ing Whole Life insurance—where they conve-
niently make a big commission—shows this is a 
big scam.”

Now this critic did get something right: As 
Nelson Nash himself says, IBC is not about life 
insurance. And yes, without further informa-
tion, we have no reason to prefer “banking” with 

your credit report to see how much other debt 
you are carrying, and your history of paying it 
back.

All of the above is so customary that most 
Americans think it is a “natural” part of applying 
for a loan, even a collateralized one such as a car 
loan or a Home Equity Loan. But guess what? 
None of that happens when you call up the life 
insurance company to request a “policy loan.” So 
long as you have at least $20,000 in your “cash 
surrender value,” they will send you the check 
right away; the only question they will ask is a 
verification of the mailing address to make sure 
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it goes to the right spot.

How is this possible? Why does the life in-
surance company grant loans with no payback 
schedule and so much less interrogation than 
the commercial bank? The answer is that the na-
ture of the collateral is different. With the com-
mercial bank and the Home Equity Loan, it is 
your house that is the bank’s assurance, in case 
you default. Yet this is not something that the 
bank wants to pursue. For one thing, the real es-
tate market might crash after they grant you the 

loan, so that even a loan that initially appeared 
to be very over-collateralized turns out to be 
“upside down.” Beyond that, there are definite 
expenses involved in foreclosing on a stubborn 
borrower and then selling a house for a good 
price. Precisely in order to avoid this worst-case 
scenario, the bank wants to know that you have 
a good income and credit history, and that you 
will commit to timely repayments.

In complete contrast, the life insurance com-
pany uses the cash surrender value (which is 

IBC and Whole Life: Process vs Platform

All of the above is so customary that most Americans think it is a 
“natural” part of applying for a loan.

15 L M R  F e b r u a r y  2 0 1 4
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IBC and Whole Life: Process vs Platform

a present-actuarially-discounted-value reflec-
tion of the death benefit) as the collateral on 
its policy loans. There is thus no concern about 
the quality of the collateral; the insurance com-
pany itself guarantees the value. And even in 
the “worst case” scenario where the borrower 
never sends a single dime of repayment, it just 
means that the life insurance company nets out 
the outstanding policy balance (which has been 
growing exponentially at interest) from whatev-
er death benefit is owed, when the policyholder 
dies. Instead of the slow and risky process of 
foreclosure and house sale, the insurance com-
pany simply has to subtract a number in order 
to “settle up” with a borrower.

Conclusion
In reality, there is no tension between the two 

approaches or “camps” that I have described in 
this article. Yes, it is certainly true that Nelson 
Nash’s Infinite Banking Concept is a process, 
not a product, and as such it is not about life 
insurance. However, in the world as we find it, 
by far the best platform on which to implement 
IBC happens to be dividend-paying Whole 
Life insurance. In order to see why—and to 
refute common objections—it’s necessary for 
practitioners to educate themselves and their 
clients on the actual mechanics of Whole Life. 
By the time this education is complete, the stu-
dent will be surprised to realize that even plain 
vanilla Whole Life is a pretty nifty asset. Us-
ing it in conjunction with Nelson Nash’s ideas 
just makes it that much more productive, and 
indeed life-changing.

16 L M R  F e b r u a r y  2 0 1 4
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If It’s Not Important,

by
L. Carlos Lara

Why
do
governments
ConfisCate 
GolD?

If It’s not Important, Why Do Governments Confiscate Gold?
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“Economics,” I began, “is the study 
of how to make a living.” The young audience 
stared back at me with eager anticipation. It 
was made up of seven- and eight-year-old boys 
and girls—a 3rd grade class at an Elementary 
School in Brentwood, Tennessee. I had been in-
vited to speak to the class about economics, the 
subject that they had recently begun to study. 
As I looked at their small faces, I could not get 
over how bright and clear their eyes were. Their 
minds appeared to me as clean slates for me to 
write upon them the most important things 
about economics to be remembered. This may 
explain why the very next thing I said was that 
economics was not government even though 
it is often confused that way. I frequently had 
witnessed grown adults make this error espe-
cially when asked where money came from. In-
variably they would say that it came from the 
government. Economics, I would explain, was 
about goods (products and services), the needs 

and wants of people (supply and demand), and 
the markets and prices of all of these things in 
the world (an economy). Government, on the 
other hand, was about governing the nations of 
the world. “Government sometimes uses econ-
omists as advisors to govern the nations, but 
government is not economics,” I repeated. Their 
smiles told me they got it.

From there we moved on to production and 
the need to economize. I was amazed at how 
much they already knew of the basics. Savings, 
they understood, was important and I intro-
duced to them the idea of investing savings into 
equipment in order to increase production.  

Finally I asked, “Why do we have to have 
money?” Their hands would shoot up as the 
wheels in their little minds turned.  From our 
discussion of barter, which they knew all about, 
we walked through the problems encountered 
by people long ago with direct exchanges and 
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the need for money—a medium of exchange. 
“A king did not pronounce what should be used 
as money,” I explained. “Money was created by 
people engaged in bartering and solving the 
problems associated with it.” Eventually, this 
led to my talking about gold as the perfect me-
dium of exchange, all the while knowing I could 
only take them so far in their understanding. 
But, I was able to impress upon them the in-
trinsic characteristics of gold found in no other 
commodity that eventually made it the money 
of choice. These characteristics of gold include:

Then came the climax to my all too simple 
explanations when I reached into my pockets 
and pulled out a real gold and silver coin to pass 
around for each to hold in their hands. Their 
excitement was remarkable. Even the teacher 
could not resist the chance to hold in her hand 
the precious metals. When they learned the val-
ue of these coins in terms of today’s paper dol-
lars they worried that on my way home I might 
somehow lose them.
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• Divisible (retains its pro-rata value)

• Portable

• Limited in supply

• Decorative (as jewelry)

• Durable (non-perishable)

• Homogeneous

What happened this morning was not my 
first experience at speaking to young audiences. 
Several years ago I spoke to an entire audito-
rium of 5th, 6th, and 7th graders where I told 
them the story of Caesar, his use of gold clip-
pings and the fall of the Roman empire, as a 
way to explain the real definition of inflation. 
They obviously enjoyed it because I received so 
many thank you notes from them. What is re-
markable is how quickly kids get this while we 
as adults continue to struggle with economic 
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terminology and its implications in our real life 
circumstances. But whether we struggle or not 
with our understanding of economics, there is 
something about gold most adults cannot deny. 
Gold has overshadowed all forms of wealth and 
value historically. If an individual should by 
chance unearth a two-thousand-year-old Ro-
man gold coin today, its market value would be 

save any part of his production for the future 
if it is in depreciable paper money, though he 
may never understand the actual inflation pro-
cess itself. It makes him helpless because it robs 
him of his independence. He can only live from 
paycheck to paycheck expecting to get less and 
less as time goes on. 
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equivalent to any other present day gold coin 
of similar weight (excepting its premium as an 
antique) regardless of the markings on its face. 
Not so, if the same individual should unearth 
any amount of crisp uncirculated paper money 
from ages past in an airtight chamber. The point 
is that nothing can be given value by fiat. If it 
is true that anything will do for money, as long 
as people accept it, why will not people accept 
just “anything?” If gold is nothing but a silly 
notion—a habit and it does not matter whether 
it exists or not, why do governments bother to 
seize it? The answer must be that it enables gov-
ernments to maintain a monopoly over money, 
which serves to undermine the private economy 
when the national debt is increased through bor-
rowing from the commercial banks. This causes 
an on-going depreciation of the paper currency. 
The difference comes out in the workingman’s 
wages. The workingman finds that he cannot 

The Value of Gold
I am by no means an expert on gold, nor do I 

claim great ownership of it, but I do respect it 
as the only sound money of the world. I do con-
sider myself a businessman who happens to be 
caught in the throes of the plight of the masses 
mentioned above. If I should have any excess 
left over from my productive endeavors after I 
have provided for my family’s sustenance and all 
of the big-ticket purchases of life without hav-
ing to borrow from commercial banks, I will not 
hesitate to buy the precious metals.  But, for me 
purchases of gold can only serve to help me as 
“emergency money” should the present money 
system crash entirely along with all other dol-
lar-denominated assets. For that reason my pur-
chases are slow and minimal, but they will re-
main deliberate. But for sure, I cannot use gold 
to live on. Furthermore, I do not fall into the 
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ranks of old money, which has accumulated gold 
over the centuries and passed it down to heirs, 
nor do I fit into the class of the new money or 
super rich, which can purchase large amounts of 
gold with present depreciating dollars and then 
trade it for a profit regularly without negative 
consequences. That market is beyond my reach.  
Nevertheless, I have been afforded the private 
independence I had once thought was lost for-
ever when I came upon the ultimate solution 
for a workingman like me. That solution was 
privatized banking, as best described by Nelson 
Nash in his book, Becoming Your Own Banker. 
Within Nash’s solution, gold and its history of 
confiscation only represent the reasons why the 
workingman must go elsewhere for an alterna-
tive money management system, if he is to free 

himself from debt bondage. Nash’s book ex-
plains this in great detail. For this reason every-
one should read it. It does not, however, negate 
either the historical value of gold or the desire 
to acquire it by anyone who wishes to improve 
his wealth. In fact, using this alternative bank-
ing system in order to obtain gold is something 
that I would recommend.

The point we are making is that the histori-
cal value of gold cannot be ignored. Even The 
Book of Genesis mentions gold almost at its 
very beginning in its 2nd chapter, shortly after 
describing the creation of the world and the 
first humans in the garden of Eden by stating 
that “the gold of that land is good”1—a some-
what blanket endorsement that gold is indeed 
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Gold coinage was reintroduced to Europe in 
1252 with the Florence “florin,”3 which had a 
value of one “lira4 or libra,” which is a high pu-
rity silver coin. The lira was in essence the same 
monetary system of the Roman Empire, which 
was kept during the Middle Ages as the money 
to settle accounts.  It was equal to 240 dena-
rii and actually extended into the Modern Age 
in England, France and Italy, replaced in 2002 
by the “euro.”5 This uninterrupted linage of the 
precious metals through out history serves to 
demonstrate again society’s continued depen-
dence on their value as money.

With the rise of deposit banking, paper 
banknotes soon began to circulate as a form of 
money substitute as early as 1633 followed by the 
establishment of the Bank of England in 1694,6 
the world’s first central bank, which became the 
first legal issuer of paper money in England. Al-
though a fixed weight of gold had been struck 
as early as 1696 and gold had become legal 
tender alongside silver in 1717, the Gold Stan-
dard7 itself was not made official until 1816 for 
Britain and 1873 for the United States. Fifty-

a unique substance of desirable qualities. From 
then on we read about it everywhere and often 
with it  always being described as the most valu-
able of commodities. By the time we get to the 
Roman Empire (280 BC) gold coins are in use 
as money, but mostly for large trade purposes 
and military expenditures with each gold coin 
worth 1,000 “denarii”2 —a small silver coin. 
This has been the historical pattern, with gold 
being used for large purchases and silver is used 
for the smaller.
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eight years later, Britain had withdrawn from it. 
In the United States, President Franklin Roo-
sevelt took the American citizen off the Gold 
Standard domestically in 1933 by confiscating 
it from the people and permanently locking it 
up in a vault in Kentucky. In 1971, President 
Richard Nixon took the final step by closing the 
gold window and declaring the Bretton Woods 
International Monetary System and Agreement 
null and void—removing us completely off the 
Gold Standard internationally.

Today, paper currency of all nations is backed 
up by absolutely nothing of value, excepting 
the good faith and credit of governments. This 
unshackling from the Gold Standard has given 
free rein to central banks of the world to deter-
mine on their own how much paper money to 
print and when without gold’s constraints. The 
result has been a destructive wave of massive in-
flation that eventually led to the financial crisis 
of 2008 with now an even larger crisis looming 

in the horizon. Why it hasn’t happened yet sur-
prises many. Is it possible that since it has only 
been a short forty-three years since Nixon took 
these actions that perhaps there may still be a 
lingering naïve belief that the dollar is somehow 
backed by gold? Obviously, if such is the case 
once that illusion falls completely, we are all in 
for serious financial trouble.

Who Holds the World’s Gold?
Though we are forced by legal tender laws (and 

other government policies) to use paper money, 
gold continues to exist in the world indepen-
dent of fiat currency and continues to command 
value unknown to any other commodity just as 
it always has historically. This is why, properly 
acquired and stored, gold can be secured for the 
long haul. 
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By far the largest ownership happens to be in jewelry, 
which the latest figures show, is 52%! 

Though we may never know how much of the 
world’s gold “old money” actually owns, there is 
sufficient reliable information on gold to give 
us a snapshot of the ownership breakdown be-
tween the “new money” and others. The histori-
cal tables put out by the World Gold Council8 

not only tell us how much gold has been mined 
in all the world since the beginning of history 
(approximately 174,000 tonnes), but also how 
ownership of it is distributed in modern times. 
For example: Central Banks are said to current-
ly own 18% of the worlds gold. Gold bars and 
coins available for sale as investments represent 
16%. Gold for industrial uses are 12% and 2% is 
unaccounted. But by far the largest ownership 
happens to be in jewelry, which the latest fig-
ures show, is 52%! That is more than half of the 
world’s gold! This is coming from the demand 
of workingmen in third world countries, as well 
as in India and China. This segment in particu-
lar has kept the gold market bought up for the 
last 50 years. 

What then should we do?
For complete detailed outlines of the overall 

strategy it will require some concentrated read-
ing on your part, but here are few important 
considerations. In the book Robert Murphy and 
I wrote, How Privatized Banking Really Works, 
we explained how important it is to know the 
true nature of our problem in order for the solu-
tion to make itself known. Our problem here 
in the United States we pointed out is current 
monetary policy, but the solution is not to at-
tempt to change it. Rather, as Nelson Nash con-
vinced us to see, the idea is to go completely 
around the problem in much the same way Fed-
eral Express went around the U.S. Post Office. 

Now, in practical terms, what exactly do we 
mean by this? Well, it is simply this. As work-
ing men and women in a world of depreciating 
paper dollars, we know that we have little choice 
but to borrow money continually for all our big 
ticket purchases of life, such as cars, weddings, 
replacements of home appliances, home repairs 
and other such life necessities. Operating the 
way we are taught by the “experts,” we simply 
cannot save up enough for all of these big-ticket 
purchases and make it work, without relying on 
borrowing from outsiders. But this strategy only 
serves to keep us in perpetual financial bond-
age and operating with an extremely tight cash 
flow that only worsens with the passing of time. 
Rather than borrowing from commercial banks, 
which are part of the Federal Reserve System 
and contribute to the problem of inflation, is 
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there another bank alternative we can use? An 
alternative bank that would allow us to borrow 
for all of our major life purchases and even pro-
vides a steady flow of money for us at passive 
income time? The good news is that there is and 
it can be found in the solid, conservative life in-
surance sector. By utilizing the infrastructure of 
one of their oldest financial products, commonly 
known as a Dividend-Paying Whole Life Insur-
ance Contract, the perfect banking alternative 
is developed.  However, these banking policies 
are specially designed for banking purposes and 
should only be prepared under the auspices of 

an Authorized IBC Practitioner found on the 
Infinite Banking Institute’s Authorized Practi-
tioner Finder at www.infinitebanking.org  Once 
you take that step you can be properly directed 
into the banking policy that will work specifi-
cally to fill your needs.

The most notable difference is that when one 
takes out a loan from one of these types of bank-
ing policies, not only do you get the best terms 
for a loan available anywhere, but the loans 
themselves are not inflationary. 
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“The Insurance companies are in no posi-
tion to expand credit or increase the nation’s 
quantity of money as can commercial banks, 
all of which operate on a fractional reserve ba-
sis and can lend more money than is entrusted 
to them.”

Percy Greaves
Austrian Economist, (1906-1984)

Consequently, the more people use this al-
ternative as a way to help themselves and 
their households, the more inflation is actually 
thwarted.

Conclusion
Of course in our book there is much more we 

say about this strategy, more than is possible to 
mention here, but when we come full circle after 
seeing our situation clearly this solution repre-
sents the ideal way to the independence we all 
dream of. 

 And let’s not forget that mutual insurance 
companies, though representative of a dollar-
denominated financial institution are very con-
servative organizations. They have investment 
portfolios made up principally of liquid cash, 
policy owner loans, 40% to 50% in U.S. Treasur-
ies and the remainder in high-grade corporate 
bonds; it is no wonder why they came through 
the financial crisis of the Great Depression of 

the 1930s and the recent 2008 financial debacle 
intact while other financial institutions failed. 
Such a vehicle makes for a very safe warehouse 
for fiat paper money. Though gold is desired as 
a true storehouse of wealth as we have pointed 
out in this article, we cannot live on it unless 
we own massive amounts of it such as the super 
rich or old money. But, it should definitely be 
bought as emergency money through the means 
of a policy loan taken from your own banking 
policy especially when the tealeaves are telling 
us that the next crisis could bring the whole 
house down.
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IntervIew with Mark SkouSen

Mark SkouSen, Ph. D., was recently named one of the top 
20 living economists in the world by superscholar.org, and has been 
appointed a Presidential Fellow at Chapman university.  He has the 
unique distinction of having worked for the government, non-profits, 
and several for-profit companies. Since 1980, Skousen has been editor 
in chief of Forecasts & Strategies (markskousen.com). He produces 
FreedomFest (freedomfest.com), “the world’s largest gathering of 
free minds.” He has written for the wall Street Journal, Forbes, and 
the Christian Science Monitor, and has made regular appearances 
on CnBC’s kudlow & Co. and C-SPan Book tv. His bestsellers include 
the Making of Modern economics, Investing in one Lesson, and the 
Maxims of wall Street. In 2004 he taught economics & finance at 
Columbia Business School and Columbia university; in 2006, he 
compiled and edited the Completed autobiography by Benjamin 
Franklin (regnery). His latest book is a viennese waltz Down wall 
Street: austrian economics for Investors. In honor of his work in 
economics, finance and management, Grantham university renamed 
its business school, “the Mark Skousen School of Business.”

economic theories and Financial Facts
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Lara-MurPHy rePort: How did you 
discover Austrian economics?

Mark SkouSen:  My father had a copy of 
Human Action in his library, but I found it dif-
ficult to digest. I didn’t get very far with Hayek’s 
Road to Serfdom either. My professor at BYU 
introduced me to Milton Friedman’s Capitalism 
and Freedom, which I loved but left unanswered 
my concerns about monetary policy. (Friedman, 
as you know, is no Austrian.) Then I discovered 
Murray Rothbard, especially “What Has Gov-
ernment Done to Our Money?” and America’s 
Great Depression. Now, here was someone I 
could relate to. He wrote to an American au-
dience. He was clear and understandable – and 
he addressed my questions about government 
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policy and the cause of the business cycle. I was 
captivated. I even brought Man, Economy & 
State on my honeymoon in 1973, but didn’t get 
very far...(ha ha). Since then, I have become im-
mersed into reading all the great Austrian econ-
omists, and have even gone back and read with 
enthusiasm the works of Mises, Hayek, Schum-
peter, and more modern-day Austrians.  

LMr: Ludwig von Mises stressed that eco-
nomics was an objective science; its findings 
were not due to the ideological or moral pre-
conceptions of the economist. Yet even so, there 
is a definite overlap in what we might call the 
“liberty movement” between a commitment to 
smaller government and the teachings of eco-

“I discovered Murray rothbard, especially “What has 
Government Done to our Money?” and america’s Great 
Depression. now, here was someone I could relate to.”
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an economist.” At the first Austrian economics 
conference in 1974, Friedman shocked the au-
dience by declaring, “There’s no such thing as 
Austrian economics. There’s only economics.”  

Of course, from a practical viewpoint, we all 
have our prejudices and interests, and I dare say 
schools have developed to focus on this or that 
issue: Austrians on capital, Monetarists on mon-
etary policy, Marxists on labor issues, Georgists 
on land, etc. There’s some value in the focal point 
of schools of economics. Admittedly, setting 
aside prejudices and political views is difficult 
to do, especially if you have written a book on 
the subject; I admire economists who are willing 
to change their mind when they are faced with 
theory or facts that contradict their viewpoint. 
Friedman was one of those rare economists to 
change his mind. He was a thorough Keynes-
ian earlier in his career, but after looking at the 
evidence, he changed his mind.  

LMr: If there is indeed a battle of ideas in the 
cause of liberty, you have been involved in sev-
eral fronts. You have been a college professor 
as well as the president of the Foundation for 
Economic Education (FEE), you have written 
several books on economics for the layperson, 
and you organize one of the most popular lib-

nomics. Can you comment on this connection? 
Was Mises wrong, and economics really is just 
a thinly disguised vehicle for trumpeting one’s 
prior political views?

MS:  Mises is right (to quote Robert Heil-
broner). Carl Menger, founder of the Austrian 
School, emphasized that economics could be an 
objective science, and his Grundsätze [translated 
as Principles of Economics—eds.] attempted to 
do just that. Max Weber sided with Menger and 
the Austrians on this issue (in opposition to the 
German Historical School). Economics should 
be wertfrei or “value free.” Good economists 
should be social scientists willing to look at the 
theory or the data, and be willing to accept the 
conclusions. In this sense, there really should 
be no schools of economics when it comes to 
pure science. Lionel Robbins said there are only 
two kinds of economists, “good” and “bad.” And 
Milton Freidman said, “I’m not a monetary 
economist. I’m not a supply-side economist. I’m 
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erty events, FreedomFest. What role does each 
of these avenues play, in the spread of your mes-
sage?

MS:  Most of my economics books have been 
written to fill an important gap. The Making of 
Modern Economics (or The Big Three in Eco-
nomics, a shortened version) is a one-volume 
history of thought to counter Robert Heilbro-
ner’s popular Worldly Philosophers. Heilbroner 
was a socialist whose favorite economists were 
Marx, Veblen, and Keynes. Readers deserved a 
more balanced approach. In my history, Adam 
Smith is the heroic figure; his “system of natu-
ral liberty” is the main thesis. Economists are 
judged to the extent they support or fight Smith’s 
model. It has a running plot – Smith’s laissez-

faire model comes under attack by the Marxists 
and Keynesians, and is often left for dead, but is 
then resurrected through the work of the Aus-
trians and Chicago School – and then triumphs 
in the end with the collapse of the Berlin Wall 
and Soviet central planning.  

My Economic Logic textbook (published by 
Capital Press, now in its 4th edition) is an at-
tempt to integrate the fundamentals of Austrian 
economics into standard neoclassical econom-
ics, with the introduction of a time structure 
of production and the Austrian theory of the 
business cycle. I was amazed that I was able to 
do this with my 4-stage model of the economy, 
which measures spending at all stages of pro-
duction (called Gross Output) as well as final 
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output (GDP). In a sense, GO is an Austrian 
macro statistic and GDP is a Keynesian one. 
Like Roger Garrison, I try to link the two.  

FreedomFest is an attempt to bring together 
the freedom movement, broadly defined, once 
a year, to learn, network, debate, and celebrate 
liberty, or what’s left of it. I came up with the 
idea when I was president of FEE – why not 
have a national convention of freedom lovers? I 
had felt for some time that we were losing the 
battle of liberty because we were a herd of cats, 
all going in separate independent directions. 
There is strength in numbers, and after start-
ing FreedomFest (now in its 8th year), I can tell 
you that freedom lovers no longer feel isolated 
– they love getting together and learning from 
each other, networking, etc. We always meet the 
2nd week in July in Las Vegas – an intellectual 
feast in the entertainment capital of the world. 
With all our breakout sessions, debates, panels, 
and discussions on philosophy, history, science 
& technology, healthy living, finance, geo-poli-
tics, music & dance, nobody is ever bored. We’re 
growing every year and expect a sellout crowd 
of 3,000 this July 9-12 at Planet Hollywood. 
Our two co-ambassadors are Steve Forbes and 

John Mackey, co-CEO of Whole Foods Mar-
ket, a great combination. All the major think 
tanks and freedom organizations are there – 
Cato, Heritage, Reason, FEE, FreedomWorks, 
Americans for Prosperity, Students for Liberty, 
etc. John Mackey calls it “The Trade Show for 
Liberty.”  We also have Anthem, the libertarian 
film festival, which is SRO.  

One of the unique things about FreedomFest 
is its decentralized model. It’s an open forum. 
Most conferences choose their speakers. In our 
case, if you have an organization or if you have 
written a book and want to do a session, you can 
get involved and do a session if we have room. 
We have a website, www.freedomfest.com, if 
people want more information about attending 
or speaking.  

LMr: In addition to your other activities, you 
also publish several financial newsletters. What 
is the connection, if any, between knowledge of 
Austrian economics and successful investing?

MS:  I first got involved in the financial world 
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in 1974 as managing editor of an investment 
newsletter “The Inflation Survival Letter” pub-
lished by Robert Kephart, who also was the 
publisher of “Human Events,” the conservative 
weekly newspaper. Since 1980, when Reagan 
was elected, I started writing my own newslet-
ter, “Forecasts & Strategies” published by Tom 
Phillips (who just sold my newsletter to Salem 
Communications this year). So I’ve been writ-
ing and reporting on Wall Street for 40 years 
now, and have written perhaps a dozen books 
on investing.  

I have tried to use Austrian economics in my 
investment approach. I have just written a new 
book, A Viennese Waltz Down Wall Street:  Aus-
trian Economics for Investors (published this 

year by Laissez Faire Books). This is a compila-
tion of articles and papers I’ve written on Aus-
trian financial theory over the past 20 years. I 
must say it is not easy trying to apply Austrian 
economics to the financial world. For example, 
what’s the difference between the beginning of 
a bear market and a mere correction in a bull 
market? There’s no guarantee that Austrian eco-
nomics can give you a definitive answer. That’s 
because stock prices are a reflection of “human 
action,” as Mises would say, and humans are of-
ten unpredictable in how they will react to each 
individual event. Investing is often more an art 
than a science. People who claim they have pin-
pointed the tops and bottoms of every market 
are fooling themselves. But we keep trying to 
figure it out. I consider myself a survivor in this 
business, having published my own newsletter 
for 35 years. I think I have a pretty good re-
cord long term, with my emphasis on dividend-
paying stocks. I’ve often beaten the market but 
then there are years when I underperform. It’s 
a tough business. If people want to know more, 
they can go to my newsletter website www.
markskousen.com. 

LMr: Finally, we understand that government 
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the beginning of a bear market 
and a mere correction in a bull 
market? There’s no guarantee 
that austrian economics can 
give you a definitive answer.”
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statisticians recently came around to your way 
of thinking in the computation of national out-
put statistics. Can you explain the context, and 
what exactly happened? 

MS:  Yes, it’s a triumph both personally and for 
Austrian economics. Since writing The Struc-
ture of Production (published by New York 
University Press) in 1990, I proposed that the 
government should publish a broader, more 
accurate measure of spending at all stages of 
production – an Austrian macroeconomic tool. 
Since World War II, the government developed 
Gross Domestic Product (GDP) as THE mea-
sure of economic activity, based on Keynesian 
economics. According to Keynes, the most im-
portant macroeconomic tool was “final effective 
demand,” that is, the value of final goods and 
services only. Simon Kuznets, a Russian-Amer-
ican economist, came up with GDP, measuring 
the value of all purchases of final goods and ser-
vices by consumers, business and government 
(C + I + G).  

But GDP statistics have created much mis-
chief – according to this model, consumer 
spending drives the economy because it’s the 
largest sector of GDP (over 70% today). Gov-

ernment spending is second (20%). That leaves 
business in a poor third (13%). (Net exports 
is -3%, for those of you counting [because the 
U.S. is running a net trade deficit with the rest 
of the world—eds.].) Journalists are constantly 
worried that consumers or government will stop 
spending and cause a depression. These fretting 
journalists largely ignore business.  

In “Structure,” I proposed that government 
also measure spending/sales at all stages of pro-
duction, and not just final output (GDP). Using 
my 4-stage model of the economy (see below), I 
proposed the creation of “Gross Output” as the 
value of spending at all four stages of produc-
tion. Using data from the IRS and other sourc-
es, I estimated “Gross Output” (GO) to be more 
than double the size of “Gross Domestic Prod-
uct” (GDP). Using “Gross Output” (GO) data, 
it turns out that business spending is actually 
the largest sector of the economy, followed by 
consumer spending and government spending 
– just the opposite conclusion one gets if using 
GDP data.  

For years, I have written articles for econo-
mists and letters to the Bureau of Economic 
Analysis (BEA), which compiled national in-
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come statistics like GDP, and urged them to 
publish Gross Output (GO) data on a quarterly 
basis, just like GDP. Last year I received a let-
ter from Steven Landsfeld, the director of the 
BEA, telling me that they now have the budget 
to publish Gross Output data on a quarterly ba-
sis. Starting on Friday, April 25, the BEA is go-
ing to release GO along with GDP for the first 
time. I plan to have a press conference to discuss 
its implications. Now we will have an Austrian-
style macroeconomic statistic to measure the 
economy along with GDP. It will be interesting 
to see how well it is received by the media.  

Historically, GO is 2-3 times more volatile 

than GDP. For example, during the 2008 fi-
nancial crisis, nominal GDP fell only 2%, due 
largely to a sharp rise in government spending 
to offset the decline in business and consumer 
spending. However, GO fell nearly 8% – a far 
better indicator of how bad the economy was 
during the Great Recession.  

I refer interested readers to my Forbes maga-
zine article on this subject: 

h t t p : / / w w w. f o r b e s . c o m / s i t e s / r e a l -
spin/2013/11/29/beyond-gdp-get-ready-for-a-
new-way-to-measure-the-economy/ 

So far it has had nearly 15,000 visits.
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events and
engagements 

2014
February 6-7 • Birmingham, Alabama

Lara and Murphy present at the Infinite Banking Institute’s annual Think Tank

•
February 25 • Nashville, TN

Lara and Murphy explain implementation of privatized banking for 3C Corporation

•
March 4 • Houston, TX

Murphy speaking on “Strategies for Liberty” to Houston Liberty on the Rocks

•
March 5-6 • Austin, TX

Murphy speaking on Austrian economics at the Texas Bitcoin Conference

some events may be closed to general public. 
For more information: LMRevents@usatrustonline.com
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A brand new educational program designed exclusively 
for the financial professional

Includes brand-new video lectures from NELSON NASH

Learn the economics of life insurance that you won’t get 
anywhere else!

for full details see www.infinitebanking.org

Infinite Banking Concepts LLC • 2957 Old Rocky Ridge Road • Birmingham, AL 35243
www.infinitebanking.org
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+

If you don’t like giving large sums of money to banks and mortgage companies 
to finance your cars, homes, boats, capital expenditures for business needs or any 

thing else you need to finance, then you are going to really like this alternative.  The 
rebirth of Privatized Banking is underway.  You can take advantage of the 
years of experience that these three authors in these two books are offering you. 

Go to usatrustonline.com click: store and look for both of these books 
among the other fine books.

BAILOUT
FUnd YOUr Own


