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Lara-Murphy Report

“You can’t lose what you never had.”
— Nelson Nash

As we discussed the tumultuous drops in the stock 
market, R. Nelson Nash—founder of the Infinite 
Banking Concept (IBC) and author of Becoming 
Your Own Banker—remarked that the shocked 
Americans hadn’t really “lost” any of their retirement 
savings, because the market values of these assets 
had been fictitious. The Fed’s easy money policies 
had inflated equity prices to artificial heights, giving 
typical Americans the illusion of a genuine economic 
recovery.

Nelson’s message is straight out of the Austrian 
economics playbook. According to the business cycle 
theory developed by Ludwig von Mises (and refined 
by his pupil Friedrich Hayek), interest rates mean 
something. They have important work to do in a 
market economy, just like the price of crude oil and 
nylon stockings. Business owners and consumers alike 
need to have accurate signals when making decisions. 
Ben Bernanke (and now Janet Yellen) certainly aren’t 
providing medicine to an ailing economy by jamming 
up the communication network.

We do not relish being doomsayers. But the 
sad fact is that the U.S. economy has not been in a 
legitimate recovery from the crisis of 2008. More and 
more analysts—drawing from all segments of the 
profession, not just Austrians—eventually came to 
see that Alan Greenspan hadn’t done Americans any 
favor by slashing interest rates in the early 2000s after 
the dot-com crash. Instead, the “Maestro” merely 
replaced the dot-com bubble with the much more 
destructive housing bubble.
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“It is the masses that determine the course of history, but its initial
movement must start with the individual.”

— How Privatized Banking Really Works

Lara-Murphy Report

Likewise, in the fallout from the cratering housing 
and mortgage-backed securities (MBS) markets, Ben 
Bernanke merely began blowing up more bubbles, this 
time in U.S. Treasuries and possibly the dollar itself. 
According to many standard metrics, the S&P 500 
was overvalued going into the summer. Yes, people 
can fret about China or a Fed rate hike or Hillary 
Clinton’s comments on pharmaceutical companies, 
but that’s how bubbles work—they pop for some 
(seemingly) innocuous reason. The deeper explanation 
is that the bubble was unsustainable.

Many of the trends we have been discussing in the 
Lara-Murphy Report for years are becoming apparent 
to all before our very eyes. Not too long ago, it would 
have been dismissed as crankish paranoia to suggest 
that the Chinese government might start unloading 
its Treasury holdings, or that the dollar would be 
displaced as the world’s leading reserve currency. Yet 
now these matters are openly discussed in respectable 
circles.

Austrian economics doesn’t give us a crystal ball, 
but it does give us a framework with which to interpret 
aggressive actions by the government and central 
bank. Long-time LMR readers have not been caught 
surprised by the recent—and we expect, continued—
volatility and declines in the stock market.

Yours truly,
Carlos and Bob
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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

TRAINING SEMINAR FOR FINANCIAL PROFESSIONALS
Please excuse the promotional blurb, but we wanted to make sure you saw 
this! We know many of our readers are financial professionals who interact 
(in one way or another) with members of the general public. Indeed, many 
readers have been through the IBC Practitioner Program that we—along 
with Nelson Nash and David Stearns—developed for those specifically 
interested in using whole life insurance for client solutions. Our program by 
itself is strictly educational, teaching the theory of Austrian economics and 
the Infinite Banking Concept (IBC), but without any discussion of skills or 
techniques pertaining to sales per se.

However, a crucial aspect for any real-world financial professional is the 
ability to attract and retain clients. This is why we are proud to announce 
the collaboration of the Nelson Nash Institute with E3 Marketing for an 
off-campus sales training seminar for financial professionals. The “Freedom 
Advisor Live Experience” will be held November 10 – 13 in St. Louis. For 
more information and discount pricing, go to: http://infinitebanking.org/
sales-training-for-financial-professionals/.

Science  of  Sell ing

CHINESE UNLOADING TREASURIES
It used to be that “paranoid” guys like the authors of the Lara-Murphy Report 
would talk about the dangers of massive budget deficits and the risk that one 
day, foreign creditors would not be content to pile up more and more dollar-
denominated debt. These “doomsayer” fears were dismissed for years, with 
seemingly sober analysts explaining that it would never be in the interest of 
the Chinese (say) to begin dumping their Treasuries, because they owned 
such large stockpiles and this would be shooting themselves in the foot.

Well, on September 10 CNN Money ran an article titled, “China is dumping 
U.S. debt.” From the article: “China’s foreign exchange reserves plunged by 
a record $94 billion in August,” with a “big chunk of that decline” likely in 
the form of Treasury holdings. Many analysts are speculating that the reason 

China  Dumping
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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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FED HOLDS PAT, YELLEN SEEKS MEDICAL ATTENTION
The big financial news in September was of course the Fed’s decision to 
postpone the modest rate hike that markets had been expecting. Surprisingly, 
the markets didn’t soar in response to the “good news,” but instead ended 
the day lower after an initial upswing.

The accepted interpretation (which we have no reason to doubt) is that 
the Fed really had planned on hiking rates 25 basis points in September, 
but decided not to risk it after the wild stock market swings beginning in 
August. 

Murphy’s article this issue delves into more details, but here are some things 
to remember: The Fed hasn’t added to its balance sheet since October 2014; 
it has been rolling over bonds as they mature. If and when it does raise 
rates, the current plan is that the Fed will begin paying a higher amount in 
interest on reserves, as opposed to selling off assets. Thus we see that the 
continued period of “cheap credit” since last year has gone hand-in-hand 
with zero monetary inflation (if we are talking about the high-powered 
base money that the Fed directly controls), and further that the “tightening” 
associated with a rate hike wouldn’t correspond to a decline in the monetary 
base. Such is the strange world into which we’ve been plunged since the 
2008 financial crisis.

Markets watched with alarm as Yellen struggled to finish a speech at 
U-Mass Amherst, but after receiving medical attention afterwards was 
reportedly fine. The episode is yet another reminder of how the tables have 
shifted since 2008, where now the world’s concern with the health of the 
Fed chief rivals that of the United States president.

Yellen Bl ink s  &  Coughs

Treasury yields didn’t plummet in August—despite the wild gyrations in 
the equity markets—is that the normal “rush to safety” occurred at the same 
time that the Chinese were selling so much. In other words, it’s possible 
that the two effects canceled out, masking the impact of China’s move on 
Treasury yields.
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The U.S. Stock Market: The Worst Is Yet to Come
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As the August issue of the Lara-Murphy 
Report was going to publication, the U.S. 
stock market suffered massive gyrations, 
with the S&P 500 erasing all of its gains 
from the prior 16 months. The market’s vol-
atility continued through September, with 
several days seeing moves of 1 percentage 
point or greater. Perhaps even more alarm-
ing, after the Fed postponed a rate cut in its 
pivotal September meeting, the market fell 
yet further.

For those who have been following the 
LMR for years, these movements are not a 
surprise. If anything, our loyal readers may 
have been wondering how long the Fed and 
other central banks could keep the rig afloat. 

In the present article, I’ll provide evidence 
from the past two crashes to suggest that 
the worst is yet to come. Even if the Fed 
launches another round of quantitative eas-
ing—which I still don’t expect to occur—it 
will merely postpone the inevitable crisis, 
and make it that much worse.

THE FED AND THE STOCK 
MARKET

Space constraints prevent me from recapit-
ulating my entire financial outlook, which is 
steeped in the “Austrian theory of the business 
cycle” as developed by Ludwig von Mises. For 

The U.S. Stock Market: The Worst Is Yet to Come

If anything, our loyal readers may have been wondering how long the Fed and other 
central banks could keep the rig afloat.
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a full explanation aimed at the businessper-
son, see my book co-authored with Carlos 
Lara, How Privatized Banking Really Works. 
For a more educational exposition, appropri-
ate for students, see my latest book Choice: 
Cooperation, Enterprise, and Human Action 
(Independent Institute, 2015).

However, in a nutshell, the Austrian the-
ory explains the typical boom-bust cycle 
in terms of artificially low interest rates. 
Specifically, commercial banks (in mod-
ern times, aided by the central bank) flood 
the market with cheap credit that does not 
correspond to genuine saving, but instead 

The U.S. Stock Market: The Worst Is Yet to Come

Once the easy-money spigot is turned off, the euphoric 
boom turns into a painful bust.

We can see this pattern quite clearly by 
looking at U.S. data from the last several 
years. Figure 1 below plots the total assets 
held by the Federal Reserve system against 
the S&P 500 index.

is the result of simple inflation. 
This gives the illusion of pros-
perity, with firms taking out 
loans to start ambitious projects 
and hire more workers. However, 
the boom rests on quicksand, and 
eventually ends when the banks 
cease inflating. Without the in-
flux of ever more credit, interest 
rates rise to their “natural” level 
and many business owners real-
ize they are in trouble. They slow 
down or even halt production, 
laying off workers and tighten-
ing up all around. Once the easy-
money spigot is turned off, the 
euphoric boom turns into a pain-
ful bust.
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In Figure 1 the black line indicates the var-
ious quantitative easing (“QE”) programs. 
Specifically, we can see that when the black 
line levels off and moves horizontally, the 
Fed stopped inflating. This occurred in mid-
2010, mid-2011, and late-2014.

Notice that the blue line dropped sharply 
right around each of these endings of QE1, 
QE2, and QE3. In other words, since the 
2008 crisis, when the past rounds of Fed 
inflation stopped, the stock market fell. For 
the most recent plunge in the S&P—which 
we’ve indicated with a blue arrow and a ques-
tion mark—there wasn’t a halt in asset pur-
chases, but the market did expect a rate hike 
(which of course was ultimately postponed).

All in all, I am still very comfortable argu-
ing that the surge in U.S. equities since the 
2008 crisis has been fueled by the Fed’s infla-
tion. In terms of the fundamentals, the U.S. 
economy is nowhere near in as good shape 
as the stock market suggests. Just to name 
a few items, the passage of the Affordable 
Care Act (aka “ObamaCare”), the massive 
increase in the federal debt, and the likely 
passage of large minimum wage hikes across 
the country, are strikes against the economy 
which still had to recover from the misal-
locations of the housing bubble years. Just 
about everyone except professional econo-
mists recognizes that the official unemploy-
ment rate masks a deeply dysfunctional labor 
market, with the lowest male employment-
to-population ratio in the postwar era. 

The U.S. Stock Market: The Worst Is Yet to Come

All in all, I am still very comfortable arguing that the surge in U.S. equities since the 
2008 crisis has been fueled by the Fed’s inflation.

FIGURE 1
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and possible minimum wage hike will only 
further stifle the official labor market.

IS IT TOO LATE TO ACT?

Some readers may find my analysis com-
pelling, but may think that at this point, it’s 
too late to take any action, because the stock 
market has already adjusted to the new situ-
ation. However, I want to remind everyone 
that the stock market took a long time to 
complete its fall during both the dot-com 
crash and the housing crash. Figures 3 and 
4 show the story.

Now to be sure, some of the fall shown in 
Figure 2 is due to broad demographic trends, 
such as the aging of the U.S. population (i.e. 
more retired people versus workers) and the 
enhanced role of women in the workforce 
reversing the traditional gender roles (with 
more men becoming stay-at-home dads). 

Even so, there was a 5-percentage point 
drop in the male employment ratio that 
was clearly due to the 2008 recession. De-
spite the official “recovery,” that ratio has 
barely improved. In fact, looking back over 
the decades, we see large drops in the male 
employment-population ratio after every 
major recession, with only tepid improve-
ment thereafter. The Affordable Care Act 

The U.S. Stock Market: The Worst Is Yet to Come

FIGURE 2

Just about everyone except professional economists recognizes that the official 
unemployment rate masks a deeply dysfunctional labor market, with the lowest 
male employment-to-population ratio in the postwar era.
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The U.S. Stock Market: The Worst Is Yet to Come

FIGURE 3

FIGURE 4

I want to remind everyone that the stock market took a long time to complete its fall 
during both the dot-com crash and the housing crash. 
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Figure 3 shows that as the dot-
com bubble burst, the S&P 500 
fell a cumulative 47 percent, but it 
took two and a half years from its 
peak to finally hit bottom. 

Similarly, Figure 4 shows that 
after the housing bubble burst, 
the S&P 500 fell a total of about 
56 percent. This time the fall was 
much steeper, but even so the 
trough occurred a year-and-a-half 
after the peak. 

Finally, if you look closely at 
Figures 3 and 4 you’ll see that the 

Furthermore, even if my economic analysis 
is airtight, we can’t know the timing of these 
trends because the Fed might very well de-
cide to launch another round of QE.

The “good news” (if you want to call it 
that) is that an economic unraveling doesn’t 
need to happen overnight, and indeed the 
last two crashes played out over the course 
of more than a year. Especially for those 
readers who want to learn more about in-
tegrating an Austrian worldview with Nel-
son Nash’s Infinite Banking Concept (IBC), 
I strongly encourage contacting a gradu-
ate of our training program. These gradu-
ates are listed by geographical location at: 
www.InfiniteBanking.org/Finder

The U.S. Stock Market: The Worst Is Yet to Come

The “good news” (if you want to call it that) is that an economic unraveling doesn’t 
need to happen overnight, and indeed the last two crashes played out over the 
course of more than a year. 

drops were not continuous. There were sev-
eral places where—if you didn’t know the 
future—you might have thought the worst 
was over, and that the market was finally 
recovering. But of course, those temporary 
surges in the market were premature signs of 
optimism. 

CONCLUSION

It should go without saying that I am not 
offering specific investment advice in this col-
umn. In particular, there are tax implications 
and other estate-planning issues to consider 
when making major financial moves. All I 
am doing is trying to provide information 
to allow readers to make educated decisions. 
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We Need a Miracle
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History is a living record that validates 
the awful reality of how man preys on man. 
Humanity we find is repeatedly maligned, 
fleeced, and quite often completely annihi-
lated by the ruling class, be it religious lead-
ers, dictators, emperors, kings, or presidents.  
All we have to do is look at the carnage and 
destruction in our own times to see the truth 
of this.  Although the devastation occurs ev-
erywhere in the world and in every aspect of 

visions for a hopeful future here and there. 
But it does not take much effort on the part 
of any of us to assess very quickly that our 
world has gone terribly awry in the worst 
kind of way.  The deterioration of society on 
every front is obvious. The disparity between 
the millions and billions of dollars being 
made by a select few at the expense of the 
average person is staggering.  Our govern-
ment we all see is broken, yet somehow it 

We Need a Miracle

The deterioration of 
society on every front is 
obvious.

What is worse is that many of 
us cannot even see the enemy.

human life, here in the U.S. the last 40 years 
have been especially fierce in the economic 
realm. In fact they have been just plain awful 
for the middle class especially. 

Yes there are glimmers of prosperity and 

manages to continue in operation with no 
Constitutional restraints.  Even more sur-
prising is that we seem to just stand by and 
let it all happen as though we were power-
less to do anything about it. We live by the 
dictates of a “herd morality” much like sheep 
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gotten to this point? Have we given up? Is 
it because many of us believe we have gone 
so far in the wrong direction that there is no 
hope for a reversal? Is society in some sort of 
fatalistic stupor? What is behind this strange 
mystery?  In this LMR article we take up this 
important subject and offer our best reply.

The Task of Apologetics
We generally think of apologetics1 in refer-

ence to theology, but the word actually stems 
from the Classical Greek term apologia, 
which has its original use in the Classical 

following uncritically and without any cour-
age whatsoever except doing what is expect-
ed from us. We have become slaves to the 
spirit of the age.  

What is worse is that many of us cannot 
even see the enemy though we certainly feel 
its presence daily by its social, political and 
economic stranglehold. We have a sense of 
the obvious destructive distortions yet we all 
seem to be volitionally taking the steps in 
only the direction the invisible enemy wish-
es for us to go.  It can only be described in 
terms of some sort of hypnotic trance. 

How is this possible? How could we have 

We Need a Miracle

To change the destructive course of our world we need to fully 
convince you. This is our task as apologists.

Greek legal system.  One can 
actually be an apologist for dif-
ferent theorems, doctrines and 
philosophical disciplines. As an 
apologist, however, I want to be 
clear that I am not apologizing 
for the Austrian School of Eco-
nomics or the free market econ-
omy.  Nor am I sorry for being 
a believer in the institutions of 
Sound Money and Privatized 
Banking.  Quite to the contrary, 
as an apologist for these fields 
of study, I am one who is mak-
ing a defense of their tenets and 
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himself vigorously into the intellectual battle.  
None can stand aside with unconcern; the in-
terests of everyone hang on the results.”

The World in the Grip of an 
Idea

The questions asked at the beginning of 
this article can be best answered this way. 

justifying my reasons for placing my eco-
nomic faith in them.  

This defense is laid out to the public using 
three elements. First we offer the data. Next 
we affirm the propositions by providing an 
intellectual ascent that is rational. There is 
no intellectual integrity in irrationality. Then 
finally we offer the fiducia, which is Latin for 
trust or “to have confidence in.”  The proof we 
provide is of course objective. The persuasion 
aspect of it—the fiducia— is subjective. That 

We Need a Miracle

subjective part belongs solely to our listeners 
and readers. We may provide a compelling 
argument, but it will not do us any good to 
“almost” persuade you. To change the de-
structive course of our world we need to fully 
convince you. This is our task as apologists.  
As Ludwig von Mises long ago wrote:

“No one can find a safe way out for himself if 
society is sweeping towards destruction. There-
fore everyone, in his own interests, must thrust 

The world of today and most of the people 
in it are caught in the clutches of an idea it 
cannot shake.  It is indeed mysterious and 
insidious. It rests in the fact that the idea 
is now fully imbedded in the minds of the 
people to such a degree that they are liter-
ally held captive by it. They can only do the 
idea’s bidding, almost as though they had no 
choice of their own.  This strange set of cir-
cumstances did not occur overnight; in fact, 
it has taken many years for its foundation to 

The idea that has the 
world spellbound in our 
modern times could be 
appropriately described 
as socialism.
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But within the last thirty years this idea has 
morphed into something much more sinis-
ter and what many pundits are beginning 
to call the “Deep State.”3 This new element 
is no secret cabal.  In fact, it hides in plain 
sight. Our problem is that we just can’t seem 
to quite connect all the dots.  Big money is 
clearly involved since it stems from the most 
powerful country in the world—the U.S.  It 
is sometimes described as a hybrid of cor-
porate America and the National Security 
State.  The visible part is the broken market, 
broken government, and broken morality yet 
this destructive beast continues to live and 
thrive.  In its most disturbing manifesta-
tion it is that act of attributing almost divine 
wisdom and authority to the state by will-
ingly making it the caregiver of humanity’s 
every need. All the while Wall Street and the 

be built.  Part of the initial allure when first 
introduced is that the idea was cloaked in 
benevolence—a seemingly genuine desire to 
help the poor and downtrodden especially 
during times of crisis. Consequently, it had 
a natural appeal to our good nature as law-
abiding citizens. But the idea is counterfeit 
to these initial claims. It is innately corrupt. 
Nevertheless the idea, once accepted by the 
general populace and gaining a foothold in 
one generation, becomes entrenched in the 
minds of succeeding generations through 
the means of education in our schools and 
universities. And, though the public does 
not openly embrace these particular terms 
as a desired ideology, the idea that has the 
world spellbound in our modern times could 
be appropriately described as socialism. 

We Need a Miracle

Big money is clearly involved since it stems from the most powerful 
country in the world—the U.S.  It is sometimes described as a hybrid 
of corporate America and the National Security State.
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Commercial banking system sucks as much 
money out of the country as it can grab and 
funnels it to where ever it is needed to keep 
the entire abstraction propped up. 

Earlier polemicists sensed the direction in 
which all this was heading.  Writing in the 
mid-1800’s, Frederic Bastiat offered one of 
the best depictions of the irrationality of the 
idea that has the world in its grip when he 
said, “Government is that great fiction, through 
which everybody endeavors to live at the expense 
of everybody else.” Seeing what it has turned 
into today Bastiat would literally roll over in 
his grave.

Keynesian Economics
In 1989 when the world witnessed an his-

torical breakthrough with the collapse of 
Communism, even the significance of this 
event was not enough to change the de-
ception promulgated by our government or 
its monetary policy.  Communism’s demise 
(communism being the later stages of so-
cialism) catapulted the name of Ludwig von 
Mises and the Austrian School of Econom-
ics back into the limelight by pointing to 
Mises’s prophesy in his apologia on Socialism 
written in 1922.  Here in this book Mises 
gave evidence that socialism, and by exten-
sion communism, lacked economic calcu-
lation and could not possibly work. It was 
doomed to fail. Socialism as we can see was 
a powerful idea even then.  The 1974 Nobel 
Laureate in economics, Friedrich A. Hayek, 
who was Mises’ junior by seventeen years, 

We Need a Miracle

openly declared that as a university student 
in Vienna he too was a socialist… “until he 
read that book.

…To none of us young men who read the 
book [Socialism] when it first appeared was the 
world ever the same again.”

—Friedrich A. Hayek (1899-1992)

Socialism in our day and now in its more 
sinister embodiment continues to advance 
in most all of our advanced economies. The 
powerful thinking behind it is none other 
than Keynesian Economics.  This brand of 
economics, which gave license for govern-
ments everywhere to spend themselves into 
deficits without concern for future genera-
tions, is now fully entrenched in the world’s 
psyche. Taught at virtually every university 
from Harvard to the smallest community 

The pilfering of the taxpayer 
continues without restraints.
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college in the United States as well as most 
universities abroad, it is the mastermind be-
hind today’s economic matrix.  All of our 
government officials, monetary policy of-
ficials, military leaders, Wall Street moguls, 
and heads of our most powerful corpora-
tions are completely vested in this type of 
thinking.

So in spite of the fact that it is well un-
derstood by rational minds that the state has 
no wealth of its own to disseminate to the 
populace without it first taking it from the 
real producers in the economy, the pilfering 
of the taxpayer continues without restraints. 
This idea that has the world in its clutches 
is so powerful in its utopian promises that it 
has blinded the public to such an extent that 
our diminishing individual freedoms are no 
longer counted as a great loss. The outright 
theft of our private property is endorsed by 
popular vote even though it is bankrupt-
ing our economy in plain sight of everyone.  
Then, when we see our own friends and 
neighbors, our churches, our favorite politi-
cal parties and candidates, our government, 
and monetary policy officials, all embracing 
this idea wholeheartedly, we realize that we 
are indeed in serious trouble and that noth-
ing seems capable of reversing this destruc-
tive course except a miracle. 

The Miracle of the 10%
If any of this has resonated with you con-

sider yourself fortunate. Etienne De La 
Boetie4 wrote about you way back in the 16th 

We Need a Miracle

There is an elite class of people who 
will never submit.
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answered his own question this way:

First.  The answer is that people tend to 
enslave themselves, to let themselves be gov-
erned by tyrants.  Freedom from servitude 
comes not from violent action, but from the 
refusal to serve.  Tyrants fall when the people 
withdraw their support.

Second.  Servitude is fostered when people 
are raised in subjection.  People are taught to 
adore rulers.

century.  He described you as being the kind 
of person that would leave the herd and dare 
to think for himself—the ultimate non-con-
formist.  I would like to refer to you as the 
remnant, or better yet, as one who is a part 
of that unique 10% of the population.  What 
La Boetie stated in his marvelous apologia 
entitled The Politics of Obedience: The Dis-
course of Voluntary Servitude, was that not all 
people would be deluded or sunk into ha-
bitual submission.  There is an elite class of 
people who will never submit.  If what you 
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La Boetie long ago asked a 
profound question you will 
find to be most enlightening.

are reading here strikes a truthful chord then 
you are that elite class.  You are contrarian in 
your thinking.  You are still able to remain 
unspotted from the corruption and are still 
able to discern its awful reality. Therefore, 
you are not far from seeing and embracing 
the solution we propose. 

La Boetie long ago asked a profound ques-
tion you will find to be most enlightening: 
“Why do people, in all times and places, obey the 
commands of the state, which always constitutes 
a small minority of the total population?”  He 

Third.   If things are to change, one must 
realize the extent to which the foundations 
of tyranny lie in the vast networks of cor-
rupted people with an interest in maintain-
ing tyranny.

To understand the networks of tyranny 
while at the same time resisting the taking 
of violent action and still be able to manage 
one’s own personal economy successfully, we 
strongly recommend that you quickly learn 
how to become your own banker.  We urge 
you to pick up a copy of Nelson Nash’s book, 
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Becoming Your Own Banker and follow its in-
structions.  This strategy provides the means 
for escape.  

Next, we recommend that you read Rob-
ert Murphy’s and my book entitled How 
Privatized Banking Really Works. Our book 
not only links the Austrian School, the Sound 
Money Solution, and the Infinite Banking 
Concept as described by Nash as the over-
arching strategy, but it went deeper in ex-
plaining how the interactions between the 
Federal Reserve System, the Treasury De-
partment of the federal government, com-
mercial banks, and Wall Street are the actual 
backstops to the vast networks of corrupted 

people. What we discovered is that every 
time we engage in the Commercial Bank-
Wall-Street Nexus we are contributing to our 
own enslavement—financial and otherwise.  
Breaking those ties, peacefully and legally, is 
the key to escape financial bondage and the 
“how to” is all described in these two books.  
Privatized Banking is not merely a financial 
strategy or a conversation about money and 
banking.  Privatized Banking is about seces-
sion from the existing order while continu-
ing to thrive economically.

Once we see this relationship then we can 
begin to share this important message with 
everyone with strong convictions.  But you 

We Need a Miracle
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try.  Then surprisingly in 2011 the Rensselaer 
Polytechnic Institute, a private research uni-
versity in New York, came out with a star-
tling scientific discovery that backed up our 
convictions and gave us a moral boost.  Their 
evidence showed that when just 10 percent 
of the people hold to an unshakable belief the 
majority of the population eventually comes 
to adopt their belief. When the number of 
committed opinion holders is below 10 per-
cent, there is no visible progress.  It is when 
that number grows to the 10 percent tipping 

may need extra help seeing all of what we see. 
Note that this very month we have just com-
pleted 60 issues of the Lara-Murphy Report 
where we have tirelessly written about these 
important matters. I encourage you to read 
them. Many of these articles appear free in 
the resources tab of the Nelson Nash Institute 
website. But if you require even more assis-
tance, perhaps a one on one discussion with 
a knowledgeable professional, please reach 
out to the Nelson Nash Institute and its cadre 
of graduates of the Authorized IBC Practi-

We Need a Miracle

It is when that number grows to 
the 10 percent tipping point that 
those unshakable beliefs turn 
into an evangelistic explosion.

tioner Program for more individualized help.  
https://infinitebanking.org/Finder 

But now here is the absolute good news 
to this otherwise distressing picture.  When 
we first released our book in July of 2010 we 
knew that if we were to have any hope of ever 
turning the thinking away from the destruc-
tive path of our present age we needed at least 
10% of the population thinking in the same 
way as we were.  We also knew we were a long 
way from ever getting there—but we had to 

point that those unshakable beliefs turn into 
an evangelistic explosion. The goal then is to 
build the 10% by spreading this most excel-
lent message to everyone that will hear us.

Conclusion
There are numerous historical examples 

that prove that ideas can reach a critical mass 
and spread like viruses.  In this article we 
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have placed special emphasis on the spread 
of an evil idea. But good ideas like Privatized 
Banking can demolish the corrupt. One of 
our best good historical examples is that of 
Christianity whereby a small band of people 
holding an unshakable belief grew to change 
the thinking of the most powerful dominion 
on earth at the time—the Roman Empire it-
self !  That same unshakable belief also went 
on to become our Western Civilization. 

It is our belief that by simply practicing 
Privatized Banking and showing others how 
to do the same we too can make a profound 
change in the way people think. Contained 

We Need a Miracle
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within this simple strategy are powerful con-
cepts strong enough to restore the best ele-
ments of Western Civilization to its former 
self. As fantastic as that goal may seem to 
many people we, as well as thousands of oth-
ers, believe this is possible.  You may need 
to investigate our apologia further to make 
sure this is just not pie in the sky rhetoric 
and we encourage you to do so.  But the fact 
remains that if any part of this message rings 
true with you then we need more people like 
you to help spread this great idea and help 
change this destructive course before it is too 
late.
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Lara-Murphy Report: How did you learn 
about Austrian economics?

Edward Stringham: Twenty years ago I was 
fortunate to have some great college profes-
sors including Walter Block. Like many col-
lege students, I was libertarian on many is-
sues but had not studied political economy 
in a systematic way. Block was engaging in 
the classroom and got me reading a lot out-
side of class. I remember him giving me a 
summer reading of sixteen books, includ-

Private Governance describes historical and 
modern examples private rules and regula-
tions that underpin economic markets. Most 
people assume that markets are only possible 
when some government regulator, policeman, 
or judge are overseeing markets, but my re-
search documents markets working whether 
or not those government officials are paying 
attention. Government law enforcement is 
not a deus ex machina that magically solves 
problems, so private parties devise private 
solutions to facilitate exchange. For exam-
ple, even though futures contracts have the 
potential for unlimited downside risk and 
no court can recover unlimited amounts of 
money, futures exchanges assume and man-
age counterparty default risk to assure that 
all parties get what they are owed. 

Similarly, your credit card network has 
many private rules and regulations that help 
ensure that you get what they pay for and 
producers get paid. Electronic systems re-
view each transaction and flag ones that are 

“I remember him giving me a 
summer reading of sixteen books, 

including many by Murray Rothbard, 
and saying, ‘I am really jealous of 

you, because you get to read these 
books for the first time.’”

Markets without the State

ing many by Murray Rothbard, and saying, 
“I am really jealous of you, because you get 
to read these books for the first time.” That 
helped me fall in love with the field and I 
try to pass on similar experiences to my stu-
dents today. I also had some great professors 
at George Mason University where I earned 
my PhD in 2002. I owe tons to my disserta-
tion advisor, Peter Boettke, who constantly 
encouraged me to learn from existing works 
and write new contributions to expand our 
understanding of the world.

LMR: Can you tell us about your new book?

ES: Published by Oxford University Press, 
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likely to be fraudulent and the network of-
fers dispute resolution services in case trans-
actions go bad.  

and nineteenth century New York, govern-
ment officials viewed much of the trading 
and the sophisticated transactions as forms 
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“Most people assume that 
markets are only possible 
when some government 

regulator, policeman, 
or judge are overseeing 

markets, but my research 
documents markets 

working whether or not 
those government officials 

are paying attention.”

LMR: Many people 
might nod in agreement 
with you that credit card 
transactions are largely 
handled through pri-
vate enforcement, but 
ultimately (they might 
insist) there is the back-
drop of State courts. 
However, some of your 
research involves histori-
cal case studies where 
there was clearly no po-
litical authority “backing 
up” the private rules. Can 
you briefly describe your 
favorite examples?

ES: I think the “back-
drop of government 
courts” arguments as-
sume way too much, but 
let’s leave that aside for 
now. Even if one jumps 
to the conclusion that 
all modern markets are 
made possible because of 
government, that clear-
ly is not the case in the 
many markets in his-
tory where government did not understand 
or appreciate them and refused to enforce 
contracts in them. In seventeenth century 
Amsterdam, eighteenth century London, 

of gambling or as spec-
ulation used to manipu-
late markets. In each of 
these times, government 
passed various laws and 
announced it would not 
enforce all but the sim-
plest contracts. Despite 
this, brokers developed 
very sophisticated trans-
actions including short 
sales, forward contracts, 
and options. Govern-
ment was not the back-
drop that made these 
transactions possible.

In the world’s first 
market in Amsterdam, 
brokers relied on in-
formal reciprocity and 
reputation mechanisms 
to encourage contrac-
tual compliance. In 
London, and later New 
York, brokers made the 
private enforcement 
mechanisms more for-
mal when they trans-
formed coffeehouses 
into private clubs to cre-

ate and enforce rules. Brokers started writing 
the names of defaulters on blackboards and 
eventually they created a series of private 
clubs called New Jonathan’s Coffeehouse, 
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the Stock Subscription Room, and eventu-
ally The Stock Exchange that had admis-
sion requirements and the ability to exclude 
defaulters. Their first rulebook spells out the 
terms of trade and explicitly states that they 
need to adopt such rules because the laws 
of the land are insufficient for contracts on 
the stock market. The history of New York’s 

not being required to pay) are relatively easy 
and so are consumer bankruptcy claims. 
Credit card markets also work across po-
litical boundaries where a bank or merchant 
establishing jurisdiction for a trial in the 
consumer’s place of residence is often very 
time consuming and in most cases hopeless. 
Credit card debt is also unsecured and at the 
end of the day, a bank cannot rely on going 
to court to recover that money. If they could, 
credit card debt in default would be selling 
for closer to 100 cents per dollar rather than 
cents on the dollar, its typical price in the 
world today. 

Nevertheless, credit card networks do 
work, not because of mythical government 
enforcement, but because of private incen-
tives and private mechanisms. Most users 
want to remain in good standing and not 
risk messing up their credit score. A dead-
beat consumer gets kicked out of the net-
work and the same is true for the merchant 
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“In the world’s first market in 
Amsterdam, brokers relied on 

informal reciprocity and reputation 
mechanisms to encourage 
contractual compliance.”

Tontine Tavern and Coffeehouse and later 
the New York Stock and Exchange Board 
(the New York Stock Exchange) is simi-
lar.  An observer cannot look at the history 
and say “forward contracts were only made 
possible because of the backdrop of courts” 
when government was explicitly against 
such transactions.

If the history shows that even the most 
sophisticated and large-scale contracts were 
possible without government enforcement, 
why assume that smaller credit card transac-
tions are only made possible because of gov-
ernment courts? In most cases a consumer 
can legally refuse to pay for a particular 
charge and the merchant or credit card com-
pany cannot bring the consumer to court to 
get them to pay for their debt. In credit card 
markets chargebacks (customers claiming 
that they did not make a purchase and hence 
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series of fawning questions to Keynes. My 
method acting and years of preparation for 
that role finally paid off!  

that has too many claims against it. Of 
course some transactions do go bad, but in-
termediaries end up pricing bad transactions 
into transaction fees and working to mini-
mize them.  They transform what could be 
considered legal problems into risk manage-
ment problems. Private incentives and pri-
vate governance are driving the system.

LMR: Moving on to more exciting top-
ics, can you tell us about your cameo in the 
second installment of the famous Hayek-
Keynes rap video series?

ES: Hah. Nothing is more exciting than Pri-
vate Governance, but John Papola’s Keynes 
versus Hayek rap videos are a close second. 
In “Keynes versus Hayek Round 2: Fight of 
the Century,” I play a reporter and at the end 
I push Hayek out of the way so I can give a 

Markets without the State

“Papola did an amazing job with the 
video and I was glad to see it has 3 

million views on Youtube.”

Seriously though, Papola did an amaz-
ing job with the video and I was glad to see 
it has 3 million views on Youtube. A couple 
years ago I was at an economics conference 
in the country of Georgia and a beautiful 
young woman came up to me and said, “You 
look really familiar. Were you in the Keynes 
versus Hayek rap video?” That makes me op-
timistic about how good ideas can spread. 
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LMR: So you are an optimist? Although 
your work shows that it’s unnecessary for an 
orderly financial system, the Western econo-
mies are clearly moving in the direct of more 
political control. What are your thoughts on 
this trend?

ES: I agree, unfortunately, that government 
is doing many things to harm markets. Par-
ticularly burdensome are the many regula-

who need it. I view Wall Street to be like 
an extraordinarily healthy bull that is able 
to go on living even with so much govern-
ment interference. I view the regulators as 
picadors, the horse riding lancers in a bull-
fight, who hobble but often do not kill the 
bull. At the margin they are negative for the 
health of financial markets, and I agree with 
a report from then Mayor Bloomberg that 
says regulations are making New York and 
American financial markets less competitive. 
Nevertheless society still functions and even 
Paris gets fed. Investors are still passing their 
money to Wall Street and the financial sec-
tor is directing it to help fuel industry and 
progress in the world.

I like Murray Rothbard’s analogy that de-
scribes history as a race between State power 
and peaceful cooperation. Government does 
a lot of bad, but at the same time the amount 
of peaceful market cooperation is often un-
derappreciated. Private governance usually 
works behind the scenes and few people 
notice it, but it creates, without any reliance 
on violent law enforcement, order that has 
made the modern world possible.

Markets without the State

“I like Murray Rothbard’s analogy that 
describes history as a race between 

State power and peaceful cooperation.”

tions in Dodd-Frank that prevent banks 
from developing, and living with the conse-
quences of, prudent systems of risk manage-
ment. Government is transforming more and 
more business decisions into legal and regu-
latory compliance decisions. Senator Eliza-
beth Warren claims that she provided the 
intellectual foundation for the Occupy Wall 
Street movement and I think she is correct 
here. Neither she nor the sidewalk dwellers 
of Occupy Wall Street seem to have much 
understanding of the purposes or workings 
of advanced financial markets. Government 
officials like to create bogeymen when they 
argue for more government control and Wall 
Street is an easy target. 

But despite the outright hostility from 
government, Wall Street is helping the pro-
cess of financial intermediation and helps 
get money from those who have it to those 
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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.
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