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Virtually every social problem today that ostensibly justifies further government intervention into 
our private affairs, has at its root an economic foundation. Beyond the obvious issues such as the Fed’s 
“quantitative easing” programs, proposals to raise the minimum wage, and of course ObamaCare, even 
things like the situation in Ukraine—where cynics suspect energy has more to do with it than political 
self-determination—require knowledge of economic science. For another example, economists are 
the ones most qualified to describe why gang violence (think Al Capone) flourished under alcohol 
Prohibition; this is not something historians can really explain, unless we mean historians who have 
studied economics.

So we see that like it or not, it is vital that the public grasps at least a basic understanding of economic 
theory, and knows how to apply these concepts to major policy issues of the day. Only an educated public 
will be able to see through the fog of deceptive promises spun by our political leaders and talking heads 
in the media.

We here at the Lara-Murphy Report have adopted the motto of “Building the 10 Percent.” It is our 
firm belief that if we can just educate and inspire a small segment of the population, then we can roll back 
the tide of mushrooming government meddling in our lives and pocketbooks.

To this end, we hold an annual event in downtown Nashville entitled The Night of Clarity. The 
Night of Clarity is the perfect embodiment in conference form of everything we do here at the Lara-
Murphy Report. It is held over the course of two days. On the first day (Friday), we have short and 
riveting talks from the world’s leading scholars and orators in Austrian economics to lay out the problem 
with our financial system and government. Then on Saturday we have a workshop in which experts lay 
out the solution as described by Nelson Nash’s Infinite Banking Concept.

For a memorial video capturing the highlights from the 2013 Night of Clarity (which featured Ron 
Paul as the headliner) see: http://tinyurl.com/nyju6dw

This year the Night of Clarity will feature former Reagan budget director and author of the NYT 
bestseller The Great Deformation David Stockman as the headliner. It will be held August 15-16, 2014 
so mark your calendars. In upcoming issues of the LMR we will spell out all of the exciting details, so be 
watching!

Yours truly,
Carlos and Bob

Lara-Murphy Report

“Whether we like it or not, it is a fact that economics cannot remain an esoteric 
branch of knowledge accessible only to small groups of scholars and specialists. 
economics deals with society’s fundamental problems; it concerns everyone and 
belongs to all. it is the main and proper study of every citizen.”

—Ludwig von Mises, Human Action
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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

SPEcULATiON OF gOLD BAcKiNg FOR cHiNESE 
cURRENcy
Freya Beamish recently published a note for clients of Lombard Street 
Research which speculated that the Chinese authorities may be preparing 
to back their currency with their growing gold reserves. It might be helpful 
here to review some history: Starting in 1995, the government of China 
pegged the yuan to the USD in a pretty tight range (about 8.3 yuan to 
the dollar), in which it stayed up through May 2005, at which point the 
authorities began letting the yuan appreciate against the dollar. (Since 
then, the yuan has strengthened to 6.1 against the dollar, meaning the 
dollar has lost more than 25% of its value against the Chinese currency 
in the last nine years.) The entire episode is an alarming microcosm of 
what seems to be playing out on the world stage more generally: China 
had originally pegged the yuan to the USD because it was seen as a sign 
of stability, a solid anchor. But China eventually had to let the yuan float 
and appreciate against the dollar, lest the Federal Reserve’s inflationary 
policies during the housing bubble years bring the yuan down with it. If 
the Chinese authorities take an even bolder step by linking their currency 
to something much more reliable—such as gold or a broader basket of 
physical commodities—then it would be “game over” for the USD as the 
world’s reserve currency. Of the factors delaying such a move, is surely 
the fact that the Chinese possess (as of January 2014) $1.3 trillion in 
U.S. government Treasury securities. Any sudden action that crashed the 
dollar in the foreign exchange markets would also wreck the Chinese 
bond portfolio, which is why they have to play the long game.

Whoa-oh China  Gold
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Pulse on the Market

yELLEN FED SigNALS POLicy UNcERTAiNTy
The markets eagerly awaited the first announcement from the Federal 
Reserve after Janet Yellen had assumed the chair. We liked the take from 
Chicago economist John Cochrane, who wrote in a March 20 blog post 
after quoting from the Federal Open Market Committee’s statement: “In 
other words, the Committee will do whatever it feels like doing, whenever 
it feels like doing it, based on whatever information it decides is relevant. 
The Committee updated its forward guidance by throwing it under a bus, 
or at least by clarifying that it is of the form ‘here is what we think now we 
will want to do in the future, but we can change our minds at any time.’” 
 
Professional macroeconomists use fancy mathematical models to show 
the advantage of “policy rules” versus “discretion.” In other words, if 
financial markets have a good understanding of how the Fed will behave 
in the future in various possible scenarios, then this regime of “policy 
certainty” fosters higher growth with lower price inflation. In contrast, if 
the Fed rushes in like a helicopter parent to print money and slash interest 
rates whenever unemployment rises to try to eliminate the pain, then in 
the long run this will actually lead to lower average growth and higher 
unemployment. Cochrane is pointing out in his blog post that based on 
the Fed’s first statement under Yellen, discretion wins—investors have 
no policy certainty. They can’t confidently make long-term plans because 
they still really have no idea if and when the Fed will reverse course, and 
how aggressively it will do so.

Discreet  Yellen

reCent DeVeloPMents that May be of Interest to reaDers of the lara-MurPhy rePort…

PuLse On the MaRket
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vENicE vOTES OvERwHELMiNgLy TO SEcEDE
In an unofficial referendum held in mid-March, 2.1 million Venetians 
voted to secede from Italy, a whopping 89% of the total votes cast. 
Supporters of secession claim that Venice ends up paying 21 billion 
euros more in taxes than it receives; its wealthy residents in particular are 
tired of supporting the southern regions of Italy. 

Ah,  Venice
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Pulse on the Market

reCent DeVeloPMents that May be of Interest to reaDers of the lara-MurPhy rePort…

PuLse On the MaRket
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BANK OF ENgLAND OFFiciALS ADMiT iT SHREDDED 
cRUciAL MEMOS
According to a March 12 article on WallStreetParade.com, Mark 
Carney (the head of the Bank of England) and other key officials were 
taken out to the woodshed for several hours of intense questioning by 
the British Parliament’s Treasury Select Committee. The Chairman of 
the Committee, Andrew Tyrie, was flabbergasted during his questioning 
of Bank executive Paul Fisher, to discover that the BoE had destroyed 
the original recordings of its meetings in the wake of the financial crisis, 
after publishing the official minutes. Tyrie explained that surely these 
recordings had historical value, but Fisher replied that it was determined 
that no accurate transcriptions of the meetings were possible, because 
too many people talked over each other at the meetings.

Bank of  Engl and Shreds 

ANDREw NAPOLiTANO DOMiNATES “THE DAiLy SHOw”
Fox News’ senior judicial analyst (and former host of “Freedom Watch”) 
Judge Andrew Napolitano recently appeared on Jon Stewart’s “The 
Daily Show” to defend his remarks about Abraham Lincoln during 
a Fox broadcast on President’s Day. Now libertarian revisionism on 
Lincoln goes back at least to H.L. Mencken—who pointed out that 
the Gettysburg Address was utterly inverting reality, since crushing a 
secessionist movement was the antithesis of political self-determination 
and government “by the people.” Believe it or not, Napolitano took 
over The Daily Show, getting applause from the crowd and kissing Jon 
Stewart. He surely didn’t turn the typical progressive viewers into fans 
of the Confederacy, but he did raise some pointed questions, such as: 
Why did every other major government manage to end slavery without 
slaughtering hundreds of thousands of its own citizens?

Napolitano Judges  L incoln
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Do Life Insurers keep Cash Values after Death?
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by RobeRt P. MuRPhy

Do Life insurers

Keep Cash VaLues
after Death?
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reader to go look up the September 2012 LMR 
article where I walk through them. (And let us 
know if you are a subscriber and don’t know how 
to access old issues!) But in the present article I 
want to focus on just one of his claims, because 
(a) it is a common objection against permanent 
life insurance and (b) my own response thus far 
has been inadequate.

Specifically, Ramsey claimed that with a “buy 
term and invest the difference” strategy, if you 
happen to die (while the term policy is still in 
force, of course!) then your beneficiary gets the 
death benefit check and your estate keeps the 
side fund. In contrast, if all along you had been 

ack in the September 2012 issue of the 
Lara-Murphy Report, I tackled an older 
blog post by financial guru Dave Ramsey 

Do Life Insurers keep Cash Values after Death?

Last summer an infinite Banking Concept (iBC) practitioner 
convinced me that i was actually giving ramsey too much 

credit in my stock response.

plunking your savings into a whole life insur-
ance policy, then in the event of your death your 
beneficiary would only get the death benefit 
check—the insurance company would “keep 
your cash value.”

I have been explaining for years why this is 
a silly objection, but last summer an Infinite 
Banking Concept (IBC) Practitioner convinced 
me that I was actually giving Ramsey too much 
credit in my stock response. When we are think-
ing in terms of how Nelson Nash tells people 
to use whole life for “banking” purposes, then 
Dave Ramsey’s objection is particularly non-
sensical, showing that his comparison is totally 
inappropriate and that he doesn’t really under-
stand what Nelson Nash is saying.

B
where he strongly attacked the idea of using per-
manent life insurance as a savings vehicle.1 Pre-
dictably, Ramsey urged his readers to “buy term 
and invest the difference,” and sought to show 
how much wiser that course of action would be. 
If you trusted that Ramsey was indeed doing an 
apples-to-apples comparison, it sure looked like 
only an idiot would buy a permanent life insur-
ance policy.

Now there were plenty of things wrong with 
Ramsey’s analysis; I encourage the interested 



10 L M R  M a r c h  2 0 1 4

setting up ramsey’s 
Comparison

To be fair, let’s extensively quote from Ramsey’s 
blog post to make sure the reader understands 
where he’s coming from. Here is Ramsey com-
paring the use of permanent life insurance as a 
savings vehicle (in order to build up “cash value” 
in the policy), versus Ramsey’s preferred meth-
od of buying term and investing the difference 
in a side mutual fund:

Example of Cash Value

If a 30-year-old man has $100 per month 
to spend on life insurance and shops the 
top five cash value companies, he will find 
he can purchase an average of $125,000 in 
insurance for his family. The pitch is to get 
a policy that will build up savings for re-
tirement, which is what a cash value policy 
does. However, if this same guy purchases 
20-year-level term insurance with coverage 
of $125,000, the cost will be only $7 per 
month, not $100.

WOW! If he goes with the cash value op-
tion, the other $93 per month should be 
in savings, right? Well, not really; you see, 

variable life policy that includes mutual 
funds, according to Consumer Federation 
of America, Kiplinger’s Personal Finance 
and Fortune magazines. The same mutual 
funds outside of the policy average 12%.

The Hidden Catch

Worse yet, with whole life and universal life, 
the savings you finally build up after being 
ripped off for years don’t go to your family 
upon your death. The only benefit paid to 
your family is the face value of the policy, 
the $125,000 in our example.

The truth is that you would be better off to 
get the $7 term policy and…put the extra 
$93 in a cookie jar! At least after three years 
you would have $3,000, and when you died 
your family would get your savings.

A Better Plan

If you follow my Total Money Makeover 
plan, you will begin investing well. Then, 
when you are 57 years old and the kids are 
grown and gone, the house is paid for, and 
you have $700,000 in mutual funds, you’ll 
become self-insured. That means when 

Do Life Insurers keep Cash Values after Death?

there are expenses.

Expenses? How much?

All of the $93 per 
month disappears in 
commissions and ex-
penses for the first 
three years. After that, 
the return will average 
2.6% per year for whole 
life, 4.2% for universal 
life, and 7.4% for the 
new-and-improved 
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your 20-year term is up, you shouldn’t need 
life insurance at all—because with no kids 
to feed, no house payment and $700,000, 
your spouse will just have to suffer through 
if you die without insurance.

Don’t do cash value insurance! Buy term 
and invest the difference. [Bold and italics 
in original.]2

As I alluded to before, there are all sorts of fac-
tual mistakes and misleading statements in the 
above analysis. (For example, Ramsey is ignor-
ing the riskiness of the underlying returns, and 
he is cavalierly dismissing the option-value of 
keeping the permanent insurance policy in force 

your cash value” when you died. Here goes:

Dave Ramsey is correct to tell his readers and 
listeners that when the insured dies, the insur-
ance company just sends a check for the death 
benefit. It’s important to emphasize this point, 
because sometimes in discussions of “banking 
policies” that focus on the cash value, with the 
death benefit described as a “bonus” or “icing on 
the cake,” the newcomer might be misled into 
thinking that the life insurance company does 
indeed send both. So, to be crystal clear: When 
you die, the life insurance company only sends 
the death benefit check; there is no extra “accu-
mulated cash value” check owed to you.

Do Life Insurers keep Cash Values after Death?

ramsey is ignoring the riskiness of the underlying returns, 
and he is cavalierly dismissing the option-value of keep-

ing the permanent insurance policy in force when the term 
policy expires after 20 years.

when the term policy expires after 20 years.) But 
for our purposes in the present article, I want 
to focus specifically on Ramsey’s claim that the 
life insurance company keeps your savings when 
you die, and only sends the death benefit check, 
in contrast to the buy-term-and-invest-the-dif-
ference-strategy, in which your estate gets both 
the side fund and the death benefit.

the moDest repLy: Cash VaLue 
is AnticipAtion of future 
Death Benefit

First, let me reproduce the standard way I used 
to deal with this particular objection that those 
sinister life insurance companies would “keep 

But there is nothing sinister going on here; this 
procedure follows from what the cash surrender 
value is. The formal definition is that the cash 
surrender value reflects the present discounted 
market value of the actuarially expected death 
benefit payment minus the present value of the 
flow of actuarially expected remaining future 
premium payments. If the reader studies this 
definition, it should be clear that as time passes, 
the cash value increases, because the actuarially 
“expected time of death” gets closer and closer, 
while there are fewer and fewer remaining pre-
mium payments to offset this growing liability 
to the insurance company. Now if and when 
the insured actually does die, then those actu-
arial projections are collapsed into the immedi-
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ate payment of the full death benefit. The rising 
cash value was merely the (actuarially discount-
ed) anticipation of the eventual death benefit 
payment, offset by the necessary premium out-
flows to keep the policy in force. The cash value 
isn’t something laid on top of the death benefit.

When newcomers think about permanent life 
insurance, it often helps to use a home mortgage 
analogy (where term life insurance, in contrast, 
is like renting an apartment): When making 
monthly mortgage payments on a house, the 
homeowner “gains equity” by knocking down 
the remaining principal on the loan. When the 
mortgage is finally cleared, the homeowner re-

ceives the deed free and clear from the bank. He 
wouldn’t expect the bank to then give him “all of 
my equity in the house” on top of the deed! That 
would obviously be misconstruing what “equity 
in the house” means.

So it’s a similar pattern with permanent life 
insurance. With each premium payment, the 
policyowner “builds equity” in the policy, re-
flected by the rising cash value. Yet the funda-
mental, underlying asset is still the death benefit 
check that is contractually owed to the benefi-
ciary upon death of the insured (or maturity of 
the policy); the rising cash value isn’t a separate 
asset laid on top of the death benefit. That would 

Do Life Insurers keep Cash Values after Death?

to be crystal clear: When you die, the life insurance com-
pany only sends the death benefit check; there is no extra 

“accumulated cash value” check owed to you.

obviously be misconstruing what “cash value 
available in the policy” means.

Thus we see that there is nothing sinister or 
duplicitous about a life insurance company 
“keeping your cash value when you die.”

the stronger repLy: there 
is a sense in WhiCh you Do 
“Keep the Cash VaLue”

To repeat, the arguments I made in the previ-
ous section were how I had been handling this 
particular objection for years. It served as a good 
way for me to teach people about the inner work-
ings of whole life insurance (which is the plain 
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vanilla form of permanent life insurance that 
Nelson Nash recommends when implementing 
his Infinite Banking Concept). However, after I 
presented this type of response last summer at 
our annual Night of Clarity event in downtown 
Nashville, an IBC Practitioner3 pulled me aside 
and began a series of conversations that eventu-
ally made me agree that I had been giving Dave 
Ramsey way too much credit.

The fundamental problem with Ramsey’s ob-
jection is that the death benefit will be higher 
in the “cash value” policy than in the 20-year-
term policy. So he’s not really comparing apples 
to apples, even though he leads the reader to be-
lieve that the two strategies give the same death 
benefit coverage for the first 20 years.

Even with a plain vanilla whole life policy 
configured in the standard way for maximum 
death benefit and long-term accumulation (i.e. 

not the Nelson Nash “banking” way for maxi-
mum cash value and near-term utilization), the 
person using it as a savings vehicle will obvi-
ously elect to have its dividends reinvested into 
the policy, buying paid-up additions of more life 
insurance. These one-shot, fully paid up “mini” 
life insurance policies boost the death benefit.  
So with Ramsey’s numbers, even if the cash 
value policy and the term policy both started at 
Year 1 with $125,000 in death benefit, over time 
the cash value policy’s death benefit would be-
gin growing, and eventually it would grow quite 
substantially from year to year. In contrast, by 
its very construction the term policy would be 
stuck at $125,000 in face death benefit the en-
tire 20 years (assuming the person didn’t die).

So yes, it’s technically true that at any point in 
this 20-year interval, that if the person with the 
cash value insurance strategy dies, he’ll “only” 
get the death benefit, whereas the person who 

Do Life Insurers keep Cash Values after Death?

the fundamental problem with ramsey’s objection is that 
the death benefit will be higher in the “cash value” policy 

than in the 20-year-term policy.

13 L M R  m a r c h  2 0 1 4
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opted for the Dave Ramsey strategy will get the 
$125,000 term death benefit plus the accumu-
lated value of the side mutual fund. But the cash 
value insurance strategy’s death benefit will be 
more than $125,000, so Ramsey’s glib analysis 
is obvious wrong. 

Moreover, if a person configures his or her 
whole life insurance policy the way Nelson 
Nash recommends—with a sizable fraction of 
the actual out-of-pocket cashflow into the pol-
icy constituting “paid up additions” rather than 
base premium—then the death benefit starts 
low and rises quickly over time with each con-
tribution. So if a person is considering what to 
do with, say, a $10,000 windfall, and isn’t sure 
whether to put it into a whole life policy versus 
a mutual fund, doing the former will boost the 
death benefit as well as the available cash value. 
Yes, it’s still true that when the person dies, he 
will “only” get the death benefit, but the death 
benefit will be that much higher precisely be-

cause of that earlier contribution of the $10,000 
windfall into the whole life policy.

To get a specific numerical example, con-
sider the following, which is an actual illustra-
tion from January 2013 of a whole life policy 
with a $4,860 contractual base premium carry-
ing a death benefit of $373,761, but which as-
sumes that the policyowner actually contributes 
$15,000 total each year—with $10,000 going 
toward the purchase of additional paid-up in-
surance. The extra $140 in premium each year 
funds a term policy with a death benefit of 
$110,000, which is necessary because of IRS 
rules regarding the funding of life insurance 
policies. Thus the initial death benefit when the 
contract is first signed is $373,761 + $110,000 = 
$483,761. Yet as the table below shows, the ac-
tual death benefit—even on the guaranteed side 
of the illustration, which we are showing—is 
higher than that, and just keeps growing. 

Do Life Insurers keep Cash Values after Death?

But the cash value insurance strategy’s death benefit will 
be more than $125,000, so ramsey’s glib analysis is

obvious wrong.
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Specifically, what is happening in the above 
table is that each year, the owner of the policy is 
paying $5,000 to keep the basic policies in force 
($4,860 + $140), and an additional $10,000 in 
optional contributions that buy fully paid-up 
insurance. This “overfunding” of the policy re-
sults in large jumps in both the cash value and 
death benefit. For example, going from Year 4 
to Year 5, the cash value jumps by more than 
$16,000, while the death benefit jumps by al-
most $39,000. So yes, it’s technically true that 
if this person dies in Year 5, then he “only” gets 
$692,705 and “forfeits” the $67,995 in accumu-
lated cash value that he’s been sweating to build 
for five years, but that hardly means his optional 
$10,000 contribution from the year before is 
flushed down the toilet. The death benefit check 
from the insurance company would have been 
much less than $692,705 had he not dumped 
that windfall into the policy. And remember—

the above are the guaranteed values in this re-
al-world illustration; the non-guaranteed side 
would have dividends that could be reinvested, 
too.

Before leaving the example, let’s try one more 
angle. Look again at the table above, and ask 
yourself: With these numbers, how would Dave 
Ramsey set up his rival strategy of “buy term and 
invest the difference”? In particular, what would 
Dave Ramsey pick as the death benefit on “the 
same” 20-year term policy? Would he set it to 
$483,761? Maybe $692,705? Some number in 
between? Once we realize that the death benefit 
on a “Nelson Nash-configured” whole life policy 
rises very quickly, it becomes apparent that we 
can’t even set up the head-to-head comparison 
that Dave Ramsey so glibly zoomed through in 
his short discussion.

Do Life Insurers keep Cash Values after Death?

once we realize that the death benefit on a “nelson nash-
configured” whole life policy rises very quickly, it becomes 

apparent that we can’t even set up the head-to-head 
comparison that Dave ramsey so glibly zoomed through in 

his short discussion.
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ConCLusion

In this article, I’ve picked on Dave Ramsey, 
but only because he is a prominent figure and 
because he is so scathing in his denunciations of 
permanent life insurance. The strategy of “buy 
term and invest the difference” is certainly not 
unique to Ramsey. Also, I should be clear that 
for some people, buying a term policy might 
make a lot of sense, particularly if they are 
breadwinners just starting their careers and who 
have young children to take care of; it might 
not be possible to obtain adequate death benefit 
coverage with a whole life policy right away.

However, the people who typically tout “buy 
term and invest the difference” aren’t mak-
ing the modest point that it might be good for 
young married couples with children. No, the 
fans of “buy term and invest the difference” 
typically present an apparent head-to-head 
demonstration that seems to blow cash value 
insurance policies out of the water, thus “prov-
ing” that only an idiot would consider buying 
whole life insurance. As I’ve shown both in the 
September 2012 LMR and now in this article, 
their comparisons are totally inapt; these people 
typically don’t even understand how something 
like whole life insurance works.

In my 2012 article, I quickly dealt with some of 
the major problems in their analysis. For exam-
ple, they overstate the returns on mutual funds, 
they ignore risk (equity-based mutual funds can 
crash, as happened in 2008, whereas a whole life 
policy’s cash value can never go down), and they 
blithely disregard the option-value of keeping a 

permanent life insurance policy in force.

In the present article, I focused on a more 
subtle problem, brought to my attention by an 
IBC Practitioner: When trying to set up “the 
same” term policy, these analysts must obviously 
pick a death benefit. Yet on a cash value poli-
cy—especially if it is designed the way Nelson 
Nash recommends—the death benefit of the 
policy will rise quickly over time. Therefore, it is 
a complete non sequitur—and shows just how 
unserious the analyst is—if he complains (as 
Ramsey does) that the life insurance company 
“keeps your cash value and just sends the death 
benefit.”

A whole life policy may not be appropriate for 
everyone, but when discussing options with a 
financial professional, make sure he or she actu-
ally understands how these things work. Nat-
urally, Carlos Lara and I strongly recommend 
that the interested reader consult an Authorized 
IBC Practitioner at the website: https://www.
infinitebanking.org/finder/

Do Life Insurers keep Cash Values after Death?
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the Infinite Banking Institute: Our First anniversary

The Infinite
Banking Institute:

Our First
Anniversary
Editors’ note: The following article is based on the remarks Carlos Lara made at the Febru-
ary 2014 Infinite Banking Concept (IBC) “Think Tank” in Birmingham, Alabama. Although 
this is an annual event that is for IBC Practitioners, Lara’s remarks concerned the vision for 
the Infinite Banking Institute, which includes its educational outreach to the general pub-
lic. Consequently the material in his talk is relevant to everyone who has an interest in IBC, 
whether a financial professional or member of the general public.
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I suppose there is no better place 
to start than to begin by thanking you, The Au-
thorized IBC Practitioner, for joining with us 
on this exciting journey of bringing hope, op-
timism and economic prosperity into the lives 
of thousands of individuals, families and busi-
nesses throughout this country. As you are well 
aware by now, we are on a very important mis-
sion and our aim is to succeed. With all of us 
working together in the manner in which we are 
presently doing we are most assured of reaching 
the goal before us.

Of course none of us would be here today if we 
had not read Nelson Nash’s book, Becoming 
Your Own Banker. Now just look at all we have 
and what’s amazing—we are just getting start-
ed! We are currently about 250 enrolled practi-
tioners strong with the number of Authorized 
Practitioners steadily growing monthly.  In the 
same way, our list of exciting educational pro-
grams and materials are also on the rise with 
all of them being developed exclusively for your 
benefit—to facilitate and increase your produc-
tivity as you continue to assist people and spread 

the Infinite Banking Institute: Our First anniversary
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the message.

And let’s not forget to recognize that this is 
just our first full year of having inaugurated the 
Infinite Banking Institute—our educational en-
tity (the overarching learning center for IBC 
Practitioners and the general public). It’s also 
the very first full year of the Authorized IBC 
Practitioner’s Program, so I think it is quite 
proper to wish us all a Happy Anniversary— 
especially to all those who actually make up the 
first year’s inaugural class. 

I am particularly pleased with the list of new 
programs that we will be rolling out this year, 
so please allow me to brag on a couple of them.

New And Exciting Educational 
Programs Ahead

The IBI Teaching Videos: The first one I 
want to mention is the IBI Teaching Videos. 

This is our very own YouTube channel designed 
especially for the general public.1 It will con-
sist of three- or four-minute educational clips 
on a wide range of topics having principally to 
do with IBC, Whole Life insurance, or Austrian 
economics. Since the four of us— Nelson Nash, 
David Stearns, Robert Murphy and myself—are 
not in the business of underwriting the Whole 
Life product directly to consumers, we are actu-
ally in the best position simply to educate the 
public and then point them to you—the finan-
cial professionals we trust to provide the proper 
Nelson Nash specially-designed Whole Life 
insurance contract. By continuing to use this 
same approach with these teaching videos, we 
are certain to retain their educational quality 
and make them effective. You will notice that at 
this time we have a very limited series of videos 
on display, but once this program is fully func-
tional, you will want to send your clients there, 
download the clips onto your own website for 
distribution, or pull certain clips from the de-
veloping archives and send them directly to your 
client list.

the Infinite Banking Institute: Our First anniversary
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Monthly IBI Webinars: I am also very ex-
cited about the rollout of the monthly webinar 
program. Unlike the IBI teaching videos, this 
program is not for the general public, but in-
stead is only for the Authorized IBC Practi-
tioner. These will consist of thirty-minute dis-
cussions, again by one of the four of us, on key 
topics of interest, followed by a Q&A session. 
You will be notified by the IBI each time one of 
these is scheduled. We have had two discussions 
already and both have been well attended, signi-
fying a general acceptance of this important ef-
fort. We are going to continue the enhancement 
of this program so that it becomes a valuable 
resource for you and allows you to stay on the 
cutting edge of current economic information 
as you prepare to meet with your clients.

The “National” Authorized IBC Practi-
tioner Finder: At the main page of Infinite-
Banking.org, one can click on the blue button in 
the top right to locate a Practitioner. This takes 
the viewer to an interactive map of the United 
States, listing all of the financial professionals 
who have passed through our educational pro-
gram and have signed an agreement verifying 
that they will provide clients with policies of the 
type Nelson Nash recommends.

The most important thing to say about this 
particular program is that it is working. The 
feedback we are getting from many of you tells 
us that it is generating leads, referrals and the 
implementation of banking policies. For this 
reason we will be doubling efforts on this pro-
gram to improve it and make it a centerpiece of 
all of our outreach. All of our marketing strate-
gies to the general public will now point them 
to this particular program. Make sure you are on 
it and that your photo and profile is top notch. 
You are the visual manifestations of all our pro-
grams and message. We are proud of you and 
want to show you off in the best possible light.

The Lara-Murphy Report (LMR): Let me 
say a word or two about the LMR. First of all, 
this is a subscription-only electronic magazine 

the Infinite Banking Institute: Our First anniversary

This takes the viewer to an interactive map 
of the United States, listing all of the financial 
professionals who have passed through 
our educational program and will provide 
clients with policies of the type Nelson Nash 
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designed for the general public, but it is free to 
you as an Authorized IBC Practitioner as part 
of your IBC membership. It is meant to be an 
educational and marketing tool for you and your 
clients. Please feel free to distribute it in whole 
or in part. The way you see it now, with all the 
vivid graphics, is the way your clients need to 
see it. We know for a fact that several Practi-
tioners have printed up multiple copies—in full 
color—of key articles for distribution to their 
clients. David Stearns has made available to you 
a “Greatest Hits of the LMR” listing of some of 
the past issues with articles of particular signifi-
cance to IBC. Ask David for assistance if you 
don’t know how to access the archives; we’ve 

already done the hard work in preparing these 
issues, so we strongly encourage you to leverage 
them as much as possible.

If you are having trouble viewing the LMR or 
breaking out and distributing particular articles, 
please let us know and we will help you. 

There are several other important programs 
on the drawing board, but I will save discussing 
those for another occasion. The main thing to 
recognize now is that IBC and Austrian eco-
nomics are definitely growing and our segment 
of the economy is leading the charge and get-
ting results. 

the Infinite Banking Institute: Our First anniversary
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scientists are saying this! This should not sur-
prise any of us in that there are many historical 
evidences of this phenomenon. Christianity is 
a perfect historical example of this. From a tiny 
unshakable belief held by a few committed dis-
ciples, this belief turned into the national reli-
gion of the great Roman Empire and it changed 
the entire course of history. The idea of the 10% 
is not “pie in the sky”—it’s absolutely doable!

I love and respect ideas—give me something 
to write with along with a clean white surface 

Ideas Are Powerful
My main message to you in this article is to 

underscore that ideas are powerful. If we will 
only stop and consider that a few short years 
ago, all of the things I have heretofore discussed 
were just ideas. We should never underestimate 
the power of ideas. An idea firmly held in the 
mind and the heart turns into belief. When 
that belief becomes unshakeable by at least 10% 
of the population, it becomes the belief of the 
majority. This is not Carlos Lara saying this—

the Infinite Banking Institute: Our First anniversary
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and soon I will begin to draw, think and talk. 
The ideas can at certain times pour out into vis-
ible images that demand action. Interestingly, 
I did that with David Stearns one night over 
dinner three years ago. It was October 2010. 
Just two short months earlier, Robert Murphy 
and I had just released our book, How Priva-
tized Banking Really Works, at the Night of 
Clarity. Two thousand copies of the book had 
sold in forty-five days and here now was David 
on the telephone calling to tell me that he was 
running out of stock and would run out before 
Christmas. That very week, I packed three thou-
sand books into a van and drove them down to 
Birmingham myself. After we had unloaded 
the books into his warehouse he suggested we 
grab some dinner at a local legendary barbeque 
shack. No question we were both hungry, but 
what David really wanted to do was to talk with 
me about presenting at the very next IBC Think 
Tank. Keep in mind that David and I were both 
immensely excited about the new spark in at-
tention for IBC generated by the release of our 
book. When I asked David what he wanted me 
specifically to talk about at the Think Tank he 
said, “Everything—I want you to talk about 
everything that has just happened!”  In other 
words he was ecstatic, but so was I.

After thinking about it for a minute, I told Da-

vid I would like to make a presentation centered 
specifically on the introduction to our book 
(HPBRW) because the entire “new” idea was 
all right there in the introduction. I explained 
that I was afraid, as I am today, that even after 
reading the book people really don’t get the full 
impact of its message. At about that moment a 
waiter walked by and I asked him for a piece of 
scratch paper for me to draw on and he quickly 
obliged me. In a matter of moments I began 
to draw, think and talk. When I was done the 
paper was filled with all kind of boxes, circles 
and arrows going every which way (sort of like 
the fractional reserve slides in the Practitioner’s 
Program). David’s eyes widened as big as sau-
cers. “Wow!” he said. “Can you replicate that 

the Infinite Banking Institute: Our First anniversary

Christianity is a perfect historical example of 
this. From a tiny unshakable belief held by a 
few committed disciples, this belief turned into 
the national religion of the great Roman Empire 
and it changed the entire course of history.
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drawing into a power point presentation?” I as-
sured him that I could and that is exactly what I 
presented at the very next Think Tank meeting. 

Some of you may have been present at that 
particular event and still others may have seen 
it elsewhere, but I would like to show you that 
power point graphic now developed from that 

very drawing that I did for David Stearns over 
dinner three years ago. While I am showing it 
to you all I ask is that you be thinking about the 
power of ideas.

To be continued next month, The Infinite Bank-
ing Institute: Our First Anniversary-Part II.

David’s eyes widened as big as saucers. 
“Wow!” he said. “Can you replicate that 
drawing into a power point presentation?”
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Lara-Murphy report: How did you 
discover Austrian economics?

robert bradLey: I read an Ayn Rand 
novel, The Fountainhead, in high school. I 
loved the book and went on to read Rand’s ed-
ited book of essays, Capitalism: The Unknown 
Ideal, which was basically an introduction to 
free-market economics. From there I discovered 
Henry Hazlitt and started hearing about Lud-
wig von Mises. 

Early on at Rollins College, I read an obituary 

exploding enron and Other energy Myths

by Robert Bidinotto in an Objectivist magazine. 
“Von Mises: A Final Salute” in Unbound!, pub-
lished by Individuals for a Rational Society, was 
a huge eye-opener. I started reading von Mises 
and was captivated by his logic and clarity.

And guess what? In my sophomore year at 
Rollins, stagflation blew up the Phillips Curve 
and put the whole Keynesian economics para-
digm on trial. The Austrians had the explana-
tion, and my raised hand in class got some of 
the professors to consider Mises, Rothbard, and 
Hayek.

Robert L. Bradley Jr. is the founder and chief executive officer of 
the Institute for Energy Research (IER), a 501(c)3 educational 
foundation with offices in Houston, Texas, and Washington, D.C. 
[DISCLOSURE from eds.: Robert P. Murphy is currently the 
Senior Economist for IER.] He is an adjunct scholar of the Cato 
Institute and of the Competitive Enterprise Institute, a visiting fel-
low of the Institute of Economic Affairs in London, and an honor-
ary senior research fellow at the Center for Energy Economics 
at the University of Texas at Austin. 

Bradley, who holds a BA and MA in economics and a PhD in 
political economy, received the Julian L. Simon Memorial Award 
in 2002 for his work on free market approaches to energy sus-
tainability. Bradley is author, most recently, of Edison to Enron: 
Energy Markets and Political Strategies (Scrivener Publishing 
and John Wiley & Sons). His website www.politicalcapitalism.org 
expands on material in his voluminous books, while his blog www.
masterresource.org is a cutting-edge free-market energy site. 

In my sophomore year at rollins, stagflation blew up the phillips Curve 
and put the whole Keynesian economics paradigm on trial. the austrians 
had the explanation.”

“
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ployment to write a history of oil and gas regu-
lation for the Cato Institute. So I said, why not?

I first tried Hans Sennholz who was a tutor 
in the program, but he wanted me to come to 
Grove City College for a semester which was an 
impediment for me. Then I had an ‘ah-ha’ mo-
ment—why not ask Murray Rothbard, whom I 
had brought to Rollins College for a series of 
lectures and knew.

He agreed, and I got Donald Lavoie from 
George Mason and Dom Armentano from the 
University of Hartford to round out my com-
mittee. My dissertation was the treatise I later 
published with Cato, Oil, Gas and Government: 
The U.S. Experience. 

Lara-Murphy report: You are one 
of the only people who earned a PhD under 
Murray Rothbard. Can you explain?

rb: I believe I am one of two PhD students of 
Rothbard, the other being Murray Sabrin. I had 
gotten a Masters in economics from the Univer-
sity of Houston in 1980, but while I was their 
best student in many ways, they were heavily 
into math and econometrics. So I stopped and 
entered a bank training program.

Then I heard about a PhD-granting institu-
tion, International College in Los Angeles, that 
was nonresident, where if you attracted a dis-
tinguished dissertation committee and wrote a 
publishable dissertation, they would award the 
degree. At the time, I had left the bank’s em-

exploding enron and Other energy Myths

It was a delight to work with Murray, who called my effort ‘one of the best 
and most significant studies I have ever seen in the area of economic 
history and contemporary political economy.’”

“
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It was a delight to work with Murray, who 
called my effort “one of the best and most sig-
nificant studies I have ever seen in the area of 
economic history and contemporary political 
economy.” I defended when he came down for a 
Mises Institute event in Houston. So I received 
my PhD in political economy from Internation-
al College in 1985.

LMr: What made you specialize in energy 
economics?

rb: The gasoline lines of early 1974 and sum-
mer of 1979 got a lot of us free-market types 
focused on how price controls cause shortages. 
But it was an industry study for my bank in 

1980 that really got me interested in energy. The 
bank was making a lot of money off letters-of-
credit given to oil resellers, who suddenly ap-
peared during the price-regulated 1970s. Turns 
out the resellers were making money under price 
controls, money that in a free market would 
have gone to producers. The traders would take 
price-controlled oil and profitably resell to get 
the price to where it should have been on each 
side of the refiner (crude oil in, oil products out). 
They were making fantastic profits, and they did 
not need hard assets. Just a telephone, fax ma-
chine, and bank credit for their buy/sells.

By explaining how regulation caused all of 
this superfluous activity, I got the bank to un-
derstand how this business would disappear in 
large part with decontrol, which is what hap-
pened in early 1981.

exploding enron and Other energy Myths



29 L M R  M a r c h  2 0 1 4

LMr: What do you think is the single biggest 
myth that Americans have been taught about 
energy?

rb:  Fixity and depletion....Now, while the 
energy shortages of the 1970s turned the tide 
against price and allocation controls, we are still 

plagued by the “running out of resources” myth.

It is commonly taught that oil and gas, as de-
pletable resources, must deplete. Julian Simon 
called it a paradox, but the “ultimate resource” 
of human ingenuity explains why in business/
economic terms, we should not think of miner-

exploding enron and Other energy Myths

by explaining how regulation caused all of this superfluous activity, I got 
the bank to understand how this business would disappear in large part 
with decontrol, which is what happened in early 1981.”
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als any differently than nonminerals. By the way, 
Mises nailed this point in Human Action many 
decades ago, something that continues to amaze 
me.

LMr: Speaking of myths, the average Ameri-
can now thinks of Enron as a classic example 
of a big evil capitalist company using “deregula-
tion” or a lack of regulation to bilk the public. 
But you actually worked at Enron in its heyday. 
Can you give us the real scoop?

rb: Enron’s core competency was profiting 

from regulatory change. That quickly led to 
rent-seeking in a variety of energy areas. And 
that government dependency created a culture 
of gaming complex regulatory structures (ac-
counting, energy trading, tax) that created a mi-
rage of profitability. 

So Enron is Exhibit A of the perils of inter-
ventionism. And the whole episode was right 
out of an Ayn Rand novel, with “second-hander” 
Ken Lay trying to be all things to all people to 
make Enron everyone’s favorite company, finan-
cial fundamentals aside. Such has inspired much 
of my writing in the last decade, with two vol-
umes of three on political capitalism in theory 
and practice done.

exploding enron and Other energy Myths

So enron is exhibit a of the perils of interventionism. and the whole 
episode was right out of an ayn rand novel.”
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events and
engagements 

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

•
June 11 • Washington DC

Murphy presents free-market perspective on carbon emissions

•
July 20-26 • Auburn, AL

Murphy teaches Austrian economics at Mises University

•
August 15-16 • Nashville TN

Lara and Murphy host “Night of Clarity” featuring David Stockman and Nelson Nash

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


