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Bring a Privatized Banking
Seminar to your city.
Present the powerful combination of • Demystifies Fractional Reserve Banking

Austrian Economics,
The Sound Money Solution
& The Infinite Banking Concept
to your Special Group

• Learn how you can personally secede from
our crumbling monetary regime and improve
your financial future.
• Sound economic reasoning with a sound
private strategy to direct the individual
toward the escape exit.
• Learn the warning signs of a coming crash
and the steps you need to take to avoid them.

3 Speaker / Authors from the
Austrian School of Economics

L. Carlos Lara
Robert P. Murphy, Ph.D.
Paul A. Cleveland, Ph.D.
3 Dynamic, Informative, Inspirational
and Educational Hours
Inquire directly with Carlos Lara 615-482-1793,
or Robert P. Murphy 212-748-9095,
or e-mail us at info@usatrustonline.com
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Lara-Murphy Report
Instinct often tell us that difficult problems require complex
solutions.

Yet we have simple and powerful tools

to get things working again that defy those instincts.
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Business bubbles hurt people. Real people. Learn
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Losing focus of your talent and ability as a person,
business or non-profit can severely reduce success.
Gaining focus however helps produce really good results.

One More Thing

Events & Engagements

You may want to learn more in person from Lara,
Murphy, and other Austrian economists.
Here
is where they will be in the coming months.
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ABOUT LARA
& MURPHY
L. Carlos Lara manages a consulting firm
specializing in corporate
trust services, business
consulting and debtorcreditor relations.
The firm’s primary
service is working with
companies in financial
crisis. Serving business
clients nationwide over a
period of three decades,
these engagements have
involved companies in
most major industries
including, manufacturing, distribution and retail. Lara
incorporated his consulting company in 1976 and is
headquartered in Nashville, Tennessee.
He married Anne H. Browning in 1970.
Together they have three children and five
grandchildren.
Dr. Robert P. “Bob” Murphy received his Ph.D.
in economics from New
York University. After
teaching for three years at
Hillsdale College, Murphy
left academia to work for
Arthur Laffer’s investment
firm. Murphy now
runs his own consulting
business and maintains
an economics blog at
ConsultingByRPM.com.
He is the author of several
economics books for the
layperson, including The
Politically Incorrect Guide to the Great Depression and the
New Deal (Regnery, 2009).
Murphy is an adjunct scholar with the Ludwig
von Mises Institute. He lives in Nashville, Tennessee
with his wife and son.
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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
November 2011
Dear Readers,
Ever since the release of our book the concept of “privatized banking” has taken hold and is increasingly spreading across the country.
Although this is indeed great news, this places those of us who understand its true meaning with the important responsibility of
making sure its definition remains clear. Let us not forget that privatized banking emphatically means returning the institutions
of money and banking back to the private sector from where they came.
When referencing the state of our chaotic financial system, people ask the question, “What can we do, as a nation and as individuals?”
We must be ready to give an answer. The solution is in the powerful combination of Austrian Economics, The Sound Money
Solution and Privatized Banking. If enough people can learn the basic principles of Austrian economics then they will demand
that the government abandon its destructive course. The Sound Money Solution, which many Austrians believe is the only
possible remedy to our current monetary problems, first ties the dollar back to gold, then privatizes the institutions of money and
banking, and finally eliminates the Federal Reserve itself.
Unfortunately, there are limitations to the Sound Money Solution, as it has been implemented thus far. In the first place, it will
take time to educate enough Americans on the dangers of fractional reserve banking, a topic that is quite difficult and intimidating
for most people. Second, even if the critical threshold of enraged activists is achieved, there is no guarantee that they will end up
voting for politicians who really will improve matters. Moreover, the radical rhetoric coming from some elements has frightened
many who otherwise agree with the critiques of the D.C. bailouts and deficits.
In light of these problems, we are overjoyed to report that there is a much simpler approach. Individual households can take
immediate action to limit the power of the Federal Reserve and commercial banks to inflate the money supply. They can
immediately implement Step 2 of the Sound Money Solution—privatized banking—without waiting for a sufficient number of
voters demanding change. Best of all, this new strategy does not require sacrifice, but is actually in the financial interest of each
household that implements it.
The strategy involves no direct conflict with powerful institutions, but is merely a withdrawal of support. Rather than having angry
mobs storm Washington, the strategy instead encourages households to make wise, long-term financial plans that provide stability
for their families even into the next generation. Rather than revolution, this strategy represents secession from the existing order.
What is this strategy? We speak of whole life insurance, one of the most conservative money management strategies, which has
been around for more than two hundred years. However, the connection between whole-life insurance and the Sound Money
Solution would never have been made, were it not for the “Infinite Banking Concept” (IBC) as developed by R. Nelson Nash.
This is our way out friends! It’s a sound private strategy that directs the individual toward the escape exit. It’s Austrian Economics
in action.
Yours Truly,
Carlos and Bob
Above Photo from Flickr by: C.P.Storm
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Recent
developments
that may be
of interest to
readers of the
Lara-Murphy
Report…
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Bad Bad Ben

More Details on Fed Bailouts of Big Banks. Due to a Bloomberg FOIA request, the Fed
has reluctantly disclosed more information about its activities in the last few years. Bloomberg
estimates that the banks reaped $13 billion in income from the Fed’s below-market-rate loans.
Counting guarantees and lending limits, by March 2009 the Fed had put itself on the hook for
up to $7.77 trillion (yes with a “T”) in its efforts to rescue the financial sector. As Bloomberg
notes, in late November 2008 Bank of America CEO Kenneth Lewis assured his investors that
he ran “one of the strongest and most stable major banks in the world.” The shareholders didn’t
know that on the day of that statement, Bank of America owed the Fed $86 billion. This whole
episode just underscores our point (and we’re echoing Austrian economist Murray Rothbard),
that it is incredibly naïve to give a printing press to the government and expect it to not shovel
billions to the richest people on earth. What’s the advantage in helping poor people with no
clout?

Fools Gold

The Euro: Not as Good as Gold. The situation in Europe continues to deteriorate, with even
staunch Germany having a failed bond auction. (The German government failed to get bids
on 35 percent of the 10-year bonds it tried to auction on November 23. In a related story, the
European Financial Stability Facility [EFSF] had to buy 100 million euros worth of its own
bonds in early November due to weak investor demand.) Let’s step back and look at the big
picture: More than any other currency in the history of mankind, the euro is a modern-day
creation of technocrats who rejected commodity (i.e. market) money. From its very inception,
the euro was a paper fiat currency, designed by mainstream economists to replace the traditional
currencies (lira, franc, Deutsche mark, etc.) that at least historically had once been tied to the
precious metals. Now that this system is crashing down, you would think that people might give
gold another look. Sadly, no. In fact, guys like Paul Krugman are spinning the situation to further
(try to) discredit commodity money. Keynesians like Krugman are actually referring to the euro
system as a “pseudo-gold standard,” because (in their opinion) the European Central Bank isn’t
inflating enough. As with the Obama stimulus, so too with the unprecedented money-printing
by the Fed and ECB in the last few years: Since the economy is still awful (just like the Austrians
predicted), the Keynesians conclude that we didn’t get enough stimulus “medicine.”

PULSE ON THE MARKET
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Clawbacks

Ayn Rand Lives? One of the hot stories this month was Ann Barnhardt’s resignation letter,
posted on her website, in which the former cattle and grain commercial hedge broker cited
the Jon Corzine/MF Global affair. Barnhardt wrote, “I could no longer tell my clients that
their monies and positions were safe in the futures and options markets – because they are
not.” Barnhardt goes on to say, “Perhaps the most ominous dynamic that I have yet heard of in
regards to this mess is that of the risk of potential CLAWBACK actions….As a hedge broker,
this makes my blood run cold. Generally, as the markets move in favor of a hedge position and
equity builds in a client’s account, that excess equity is sent back to the customer who then
uses that equity to offset cash market transactions OR to pay down a revolving line of credit.
Even the possibility that a customer could be penalized and additionally raped AGAIN via a
clawback action after already having their customer funds stolen is simply villainous. ” (To read
her scathing indictment of the Obama Administration’s “regulation” of the financial sector, just
google “ann barnhardt going galt.”) Folks, keep these sorts of things in mind when the gurus
tell you “only a fool would put his money into permanent life insurance.”

False Positives

Bernanke Disses Mises (and Moses). At a public forum at an Army base outside of El Paso, Fed
Chair Ben Bernanke in early November said, “I’m not a believer in the Old Testament theory
of business cycles. I think that if we can help people, we need to help people.” To understand
that odd statement, Bernanke was rejecting the (Austrian) idea that recessions are caused by
an unsustainable configuration of real resources in the economy, which developed during the
prior inflationary boom. For example, an Austrian would argue that the bubble led to too many
workers and other resources flowing into house construction in hot real estate markets like
Las Vegas, Miami, San Francisco, etc. Once the bubble burst, those workers and salvageable
resources had to be transferred to more sustainable niches in the economy. Under this theory,
the recession is the unavoidable “cure” for the prior boom, just like a binge drinker has to suffer a
hangover from his previous excesses. Giving the economy hair of the dog that inflated it, will just
make things worse. But alas, although Bernanke rejects the Old Testament theory of recessions,
it seems he must believe in miracles, whereby printing up green pieces of paper can create real
goods (such as loaves and fishes?) out of thin air.

False Positives

Generous Depreciation Rules Set to Expire. Although they might be extended by Congress,
current law has a drastic rollback for depreciation rules on capital investments. Through the
end of calendar 2011, businesses can fully deduct up to $500,000 under Section 179 of the IRS
code (with the dollar-for-dollar phase-out kicking in at a whopping $2 million), and then can
deduct an unlimited amount (on qualified purchases) using the “bonus depreciation” provision
under Section 168. Unless the rules are altered, the generous allowances will be scaled back by
75% and 50% respectively in January 2012, and then will be virtually completely eliminated in
2013. Those readers who advise business owners should familiarize themselves with the rules if
they haven’t already done so. More generally, all readers should be aware that the “surprisingly
strong” showings in business investment in the recent GDP reports might be a reflection of a
pull-forward effect, as businesses rush to get equipment “placed in service” before the deadline
expires.
THE RISE
OF A CITIZEN - PART 2: THE FALL
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BY L. CARLOS LARA

“In a country such as ours,
with near 300 million inhabitants,
it is important to realize that not
all people produce during their
entire lifetime. For example, infants
certainly do not produce. The elderly
or otherwise incapacitated, do
not produce. We can say that the
unemployed, while they remain
unemployed, are not producers. And
then there is that large segment
of society which depends entirely
on government support. These
people are obviously not producers
either. But, although we are not
all producers, we are all consumers.
No one knows this better than the
entrepreneur.
Entrepreneurs are those
unique individuals who are
constantly assessing human wants
and formulating ideas to meet those
wants. They pay special attention
to the most urgent wants and

Photo from Flickr by: cogdogblog

Obviously, one
prominent characteristic
of the entrepreneur is
that he is a risk taker.
determine the best means and uses
of scarce resources to satisfy them.
They are unique people in that
their unusual personality, their
creativity, their use of imagination
is not learned nor can it be taught,
but is rather inherently possessed
and cultivated. Their judgment of
the facts of an uncertain future is
a cut above the rest of society. They
act on their strong opinions of what
could be, many times against great

THE RISE AND FALL OF A CITIZEN - PART 2: THE FALL

odds and risk! They are always on
the alert for a means of making
profit in areas where they can earn
more than the going rate of interest.
Our world’s superior standard of
living is a direct result of what these
entrepreneurs have set in motion.
These men and women are the true
stimulus to an economy. In fact, they
are the economy’s life blood.
The term entrepreneur is

NOVEMBER 2011

One thing is certain: producing
a product or service is not for the
faint of heart. The endeavor is

filled with uncertainty, beginning
first with the simple fact that the
product or service may not sell!
The idea of having to gauge wants
and needs from infinite human
desires is all calculated guess work!
The quantities, categories, styles,
size, weight—an endless variety of
considerations like these, can easily
be overestimated. Additionally,
undertaking production may be
on borrowed money or credit and
interest rates may rise. What about
competition? All of these factors
are uncertainties. Obviously, one
prominent characteristic of the
entrepreneur is that he is a risk
taker. Without question he is an
individual who operates one step
away from total failure, a lifestyle

9

not for everyone in society. To
the outsider the entrepreneur
appears to be a person of great
independence with power to wield
in an organization. In reality the
entrepreneur is at all times keenly
aware of the perilous risks he must
take in making his decisions.” (1.)
The previous quote, taken
from our book, How Privatized
Banking Really Works, is a generic
description of the life of an
entrepreneur. What follows is
an account of my experiences on
a personal level. In last month’s
issue of the LMR, I wrote about
my rise as a citizen entrepreneur.
In this article (Part 2), I describe
the fall.
Photo from Flickr by: Concrete Forms

derived from the French word
which means “a person who
organizes and manages a business
undertaking, assuming the risk for
the sake of profit.” More specifically,
his role is that of the individual
who brings together the various
means of production to their final
useful end. In essence he takes the
elements of production which are
land, labor and capital and ‘mixes’
them in such a way that a product
or service results. The entrepreneur
can be a great industrialist or he can
be a farmer operating on a parcel of
land.

LMR
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When you are making a
lot of money there are plenty of
people able and ready to show
you how to invest it. Although, I
was not particularly interested in
investments outside of my own
business, I was concerned about
sheltering taxes. In the mid- tolate 70s the financial services
industry began marketing real
estate limited liability companies
with special tax incentives. I
moved in that direction not only
because of real estate’s historical
appreciation, but also because I
realized that passive real estate
income losses could be used to
offset income. This was attractive
to me and I foresaw a great deal
more income yet to be made
through my growing business.
Although I was not yet 30 years
old, I was confident about my
financial decisions. Besides, I had
my own team of advisors which
included lawyers, accountants
and financial representatives. My
greatest financial advisor was my
friendly banker, or so I thought.
The truth is, none of them had

any idea what lay ahead. They
were certainly specialists in
their fields, but none had an
accurate understanding of how
an economy really works.

the customer would own it and
be able to take it home. Seems
somewhat antiquated, but for the
most part Americans were still
very conservative consumers.

It’s difficult for some of us
to imagine a country with only
a marginal interest in the stock
market, an environment without
credit cards or home equity
lines of credit. But such was the
world of the 70s; none of these
things had yet come on the scene.
Most business people used a
Diner’s Club, or an American
Express Card to pay for business
expenses. Air travel cards were
available from the airlines and
were frequently used as a special
credit card to pay for air travel.
There was revolving credit which
was made available by most
retail stores. Also, Lay-a-way
plans were quite frequently used
whereby the store would set
aside the item for the customer
and the customer would make
installment payments until it was
paid in full. Once it was paid for

It was also a world without
discounted sales except for two
clearance events a year. These
were usually conducted in January
after Christmas and then in July
after the spring and summer
season. All stores throughout the
country followed this same selling
pattern so consumers would all
shop for bargains at only these
two times of the year. Everything
throughout the country sold at
full retail prices until these two
seasonal events when prices
were actually cut in order to
make room for next season’s new
merchandise. Strange as it may
seem, we were all conditioned to
shop in this manner. Of course,
this was all possible because
there were no discounters in
the marketplace. No WalMarts, Costco’s, or any other
kind of discount merchandisers.

THE RISE AND FALL OF A CITIZEN - PART 2: THE FALL
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Discount
competition
was
virtually
nonexistent.
This
environment
is
a
partial
explanation of my financial
success. Since I was closing down
and liquidating entire operations
from coast to coast and offering
huge discounts on merchandise
in order to liquidate assets and
raise cash, consumers were
buying full price merchandise at
a fraction of the cost everywhere
I ran a liquidation sale. I became
the darling of merchandise
creditors and banks who were
hoping to recover their losses
from these special events. The
consumers who purchased these
great bargains were very happy to
receive them.
The political scene during
this time was quite disturbing

for most Americans. This was
the era of the Watergate scandal
that eventually culminated in
Nixon’s departure from office in
disgrace. Never again, would I
ever see Washington politicians
as virtuous statesmen. President
Gerald Ford, who replaced Nixon
and completed his term in office,
was defeated by Jimmy Carter in
the next elections and he took
office in 1977. It was during
his administration that we had
our first wakeup call about our
dependence on foreign oil. For
a time Americans had to wait in
long lines at the gasoline pumps
hoping to get gasoline before
stations completely ran out of
their daily ration. (Of course it
wasn’t foreigners, but our own
government’s price controls,
that made the “daily ration”

LMR
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necessary!) At the same time
General Motors, Chrysler and
Ford began to feel the impact
of foreign imports on their
bottom lines and massive layoffs
began to spread throughout the
automobile manufacturing parts
of the country.
Clearly the world was
changing, not just economically
and politically, but socially
as well. Although Bill Cosby
had been on public television
for quite some time on the
program, I Spy, he was a unique
black actor along with Harry
Belafonte and Sammy Davis, Jr.
But in 1977 television changed
forever with the airing of Roots.
This was a TV mini-series and
a dramatization of author Alex
Haley’s family line from ancestor
Kunta Kinte’s enslavement to
his descendants’ liberation. This
program paved the way for black
actors to be featured on television
programs and commercials from
that period onward. It was a clear
indicator of the shifting racial
temperature and the strength of
the African American population
of the country.
In the same way, the women’s
liberation movement increased
its foothold in American
society culminating in legalized
abortion and the Equal Rights
Amendment.
As we neared the eighties,
real estate developments were
soaring fueled in part by the
attractive real estate tax shelter
investments and low interest
rates. The Savings and Loans

THE RISE AND FALL OF A CITIZEN - PART 2: THE FALL
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took center stage as the primary
mortgage lenders for all of
this real estate development.
Once their deposits were made
insurable by the FDIC in much
the same way as banks, S & L’s
became the mortgage lenders
of choice. They, as well as the
taxpayers, paid dearly for it later.
The
financial
services
industry was growing and
so was the array of financial
products. It was at this time
that we also began to see the
advent of the 401(K), 403(B),
and other government sponsored
retirement programs which have
their underlying assets invested
in the stock market. Since this
money was pulled directly from
employees’ paychecks, the small
investor became the catalyst for
the emergence of the mutual fund
and the rise of the stock market.
But all through the 70s monetary
credit expansion continued at full
throttle and what the mainstream
media refers to as inflation had
spiked to 11%. The set up for the
next bust was in place.
“Inflation
and
credit
expansion always precipitates
business maladjustments and
malinvestments that must later
be liquidated. The expansion
artificially reduces and thus falsifies
interest rates, and thereby misguides
businessmen in their investment
decisions. In the belief that declining
rates indicates growing supplies
of capital savings, they embark
upon new production projects. The
creation of money gives rise to an
economic boom. It causes prices to
rise, especially prices of capital goods

used for business expansion. But
these prices constitute business costs.
They soar until business is no longer
profitable, at which time the decline
begins. In order to prolong the
boom, the monetary authorities may
continue to inject new money until
finally frightened by the prospect
of a runaway inflation. The boom
that was built on the quicksand of
inflation then comes to a sudden
end.” (2.)
My children, three by now,
were all in private schools and
entering their early teen years.
I had purchased an impressive
building lot and had started
construction of our dream home.
Things could not have been
better financially and my business
continued to expand into other
industries. The contractions
in the retail sector which had
begun in the 60s with the small
specialty store chains now spread
to department stores and, soon
thereafter, to hardware businesses
and even book store chains.
Taking advantage of the low
interest rates I began to finance
inventories for businesses as part
of my new work out strategies
utilizing bank letters of credit.
The rate on these was a mere
4%, but only if they were actually
cashed. For example, I could
purchase $1 million in inventory
by simply giving out 90 day
letters of credit. If I paid back the
million in 90 days, which I always
did, no debt or interest would be
owed. This was an efficient way
to do business and allowed me a
great deal of credit flexibility.
When

Federal
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Chairman Volker increased
interest rates in 1980 it created a
tremendous contraction through
all sectors of the economy. The
tremor was felt everywhere and
businesses soon slowed to a crawl.
Companies stopped hiring and
the massive layoffs that swept the
country made the unemployment
rate reach 10%. When mortgage
rates shot up to 15% the real
estate market crashed to a level
worse than during the Great
Depression. Does all this sound
familiar?
As business slowed my
outstanding letters of credit were
starting to get cashed, but the
interest rate was no longer 4%.
It too climbed to 10% then 18%
and when it hit 23% I knew then
it was over and I was $3.5 million
in debt.

Paul Volcker

NOVEMBER 2011
I immediately went into
liquidation mode and began
trying to dispose of assets as
quickly as possible in order to
pay off hundreds of creditors, but
in the economic environment of
the time it became excruciatingly
difficult. By 1985 I had managed
to pay off everyone except my
bank which I still owed $1
million. By having only the one
creditor, I was able to avoid
bankruptcy. Now the bank’s only
hope for payment of their loan
was for me to recover financially.
But in 1986 another climatic
event occurred—the government
decided to change the tax laws!
The Tax Reform Act of 1986,
among other things, eliminated
all the special incentives that
made tax shelters attractive.
Suddenly many individuals
found themselves in dire straits
owing the IRS taxes on what
became known as phantom
income generated by these real
estate tax shelters. My own IRS
audit culminated in a $700,000
tax liability which served to only
add salt to my wounds.

the time, it was one of five of the
most expensive houses for sale
in Nashville, but no homes were
selling. Fortunately, a couple
who had just received a large
inheritance bought our home
and paid top dollar for it. With
those proceeds I paid the bank all
I could in return for the release
of my wife’s guarantee on the
note. I had decreased my debts
to $500,000 owed to the bank
and $700,000 to the IRS. I was
the remaining sole guarantor on
all of it. My business, all of my
assets and my income were now
gone. It was the darkest day of
my life and a very sad time for all
of my family. The year was 1987
and I was 40 years old. All I can
say now is thank goodness that is
all now in the past.
Although that was 24 years
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ago, an experience like this is
never forgotten, and recovery is
dreadfully slow. The toll that such
losses took on me, my marriage,
and my family are the realities of
life in such painful circumstances,
too personal to share, but
nonetheless real. The scars will
always be there. The good news
is that I did recover. My family
recovered. The remaining debt
was eventually eradicated. How
that actually happened is an
amazing story in itself, but for
another time. Although my
business flourished and expanded
once more, the entire experience
had one other great benefit—it
strengthened my faith in God.
It also set me on a quest to
understand how the economy
really works which eventually
led me to Austrian economics.
There have been several boom

At this point I was down to
liquidating my personal assets,
but then on October 19, 1987
yet another cataclysmic event
occurs— Black Monday! The
stock market drops 500 points
in one day and scared the living
daylights out of everyone. An
event like this had not happened
since the stock market crash of
the Great Depression. There was
panic everywhere.
Eventually, I had to put my
own house on the market. At
THE RISE AND FALL OF A CITIZEN - PART 2: THE FALL
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and bust cycles in our economy
the last 24 years. I have not only
sailed through them unscathed,
I actually profited from them.
Today it is my sincere great

pleasure to tell my story and to
teach Austrian economics to
others knowing that it is the one
remaining hope for our country
and the future of human liberty.

At this point I was down to liquidating
my personal assets, but then on
October 19, 1987 —Black Monday!
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by Dr. Robert P. Murphy

One of the nicest features
of whole life insurance is the
ability of a policyholder to “get at
his money” during the entire life
of the policy, as opposed to taxqualified investment vehicles that
typically assess severe penalties
for early withdrawals. Specifically,
the whole life owner can take out
a policy loan, gaining the use of
his cash value, at any time. It is
through taking out (and paying
back!) policy loans that a person
can use a whole life policy for
“banking” purposes.
Unfortunately,
it
has
come to our attention that
some
policyholders
are
misunderstanding this aspect of
Nelson Nash’s philosophy. Indeed
there have even been lawsuits,
in which a policyholder claims
that his agent misled him about
how policy loans actually work.
For example, some people claim
that they were told that interest
payments on policy loans go right
back into their policy, as opposed
to the insurance company.
This is an important and
subtle issue that an insurance
agent
must
understand
completely, in order to properly
explain whole life policies to
potential clients. To reiterate, this
isn’t a mere pedantic quibble over
sales pitches; there have actually
been lawsuits filed because of
such confusion.
In the present article we’ll
walk through a very simplified
example of financing a new
THE MECHANICS OF POLICY LOANS

Unfortunately, it has
come to our attention that
some policyholders are
misunderstanding this aspect
of Nelson Nash’s philosophy.
car purchase, with and without
policy loans. The primary goals
are to show the advantage of selffinancing through policy loans,
but also to show the sense in
which it is true—and the sense
in which it is FALSE—to say a
policyholder “just pays himself
back” the loan.
Buying a Car the American Way

Ta b l e 1 i l l u s t r a t e s a
hypothetical purchase of an
$18,000 new car. The new buyer
goes to an outside financial
institution (such as a conventional
bank) and borrows the entire
$18,000 at an 8% annual interest
rate. If he takes out a 3-year
loan, the borrower must make 36
monthly payments of $561.73
monthly in order to retire this
debt. In Table 1, you can see the
outstanding Auto Loan Balance
start at $18,000 (the initial price)
and gradually get knocked down
to $0 by the last month.
Meanwhile, the car buyer
also has a whole life insurance

policy, with a monthly premium
of $300. For the purposes of this
article on policy loans, I have
modeled the Surrender Cash
Value of the policy as if it were
a simple savings account, rolling
over at a 4% annual rate. In reality,
things are a lot more complicated
than that, because the rate of
cash value appreciation depends
on many factors. However,
in this article I want to keep
things as simple as possible, in
order to focus on policy loans.
(Future articles will explain more
accurately how “surrender cash
value” is calculated and what
factors affect its growth.)
As each payment on the car
is made, our hypothetical man’s
net financial assets increase. For
example, in Month 10, the man’s
cash value is $23,709, while his
outstanding auto loan balance
is $13,409, meaning his net
financial assets are $10,300.
After the 36th payment is
made, the man owns his car free
and clear, and his $33,940 in cash

NOVEMBER 2011
value is no longer offset by any
outstanding loan. (The bottom
right cell of Table 1 shows a
figure of $33,939, which is due
to the vagaries of rounding to the
nearest dollar.)

Month
0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Getting Smarter…

As most readers undoubtedly
recognize, there is a different
option available to finance the
car purchase. Our hypothetical
man can borrow $18,000 from
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the insurance company to buy
his new car. Since he has an
initial $20,000 in cash value, the
insurer will be willing to cut him
the check—no questions asked.
Moreover, the interest rate on the
policy loan will be lower; in this

Table 1. Car Purchase Using Conventional Auto Loan @ 8%
Premium
Surrender CV Car Payment Auto Loan Balance
$300
$20,000
$18,000
$300
$20,365
$562
$17,554
$300
$20,732
$562
$17,105
$300
$21,100
$562
$16,654
$300
$21,469
$562
$16,199
$300
$21,839
$562
$15,742
$300
$22,211
$562
$15,281
$300
$22,584
$562
$14,818
$300
$22,958
$562
$14,351
$300
$23,333
$562
$13,882
$300
$23,709
$562
$13,409
$300
$24,087
$562
$12,934
$300
$24,466
$562
$12,456
$300
$24,846
$562
$11,974
$300
$25,227
$562
$11,489
$300
$25,610
$562
$11,001
$300
$25,993
$562
$10,510
$300
$26,378
$562
$10,016
$300
$26,765
$562
$9,519
$300
$27,152
$562
$9,019
$300
$27,541
$562
$8,515
$300
$27,932
$562
$8,008
$300
$28,323
$562
$7,498
$300
$28,716
$562
$6,984
$300
$29,110
$562
$6,467
$300
$29,505
$562
$5,947
$300
$29,902
$562
$5,424
$300
$30,299
$562
$4,897
$300
$30,699
$562
$4,367
$300
$31,099
$562
$3,833
$300
$31,501
$562
$3,296
$300
$31,904
$562
$2,756
$300
$32,309
$562
$2,212
$300
$32,714
$562
$1,664
$300
$33,121
$562
$1,113
$300
$33,530
$562
$559
$300
$33,940
$562
$0

CV - Loan
$2,811
$3,627
$4,446
$5,270
$6,098
$6,930
$7,766
$8,606
$9,451
$10,300
$11,153
$12,010
$12,872
$13,738
$14,608
$15,483
$16,362
$17,246
$18,134
$19,026
$19,924
$20,825
$21,731
$22,642
$23,558
$24,478
$25,402
$26,332
$27,266
$28,205
$29,148
$30,097
$31,050
$32,008
$32,971
$33,939
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example I’m picking the round
number of 5%. (See Table 2.)
Already we see the
tremendous advantages of selffinancing through a whole life
policy loan, rather than seeking
funds from a conventional lender.
Month
0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

When our man approached
a bank to buy the car in the
first scenario, they would have
required him to fill out paperwork,
report his income, let them
check his credit, tell them about
the vehicle, explain his payback
schedule, etc. etc. In contrast, the

insurer company doesn’t care in
the slightest what the $18,000
loan is for, and doesn’t care how
(or if !) he plans to pay back the
loan. (However, there are some
slight complications with large
policy loans, as I’ll explain in the
last section of this article.)

Table 2. Car Purchase (and Ice Cream) Using Policy Loan @ 5%
Ice Cream Premium Surrender CV Policy Loan Pmt Policy Loan Balance CV - Loan
$300
$20,000
$18,000
$23
$300
$20,365
$539
$17,535
$2,831
$23
$300
$20,732
$539
$17,068
$3,665
$23
$300
$21,100
$539
$16,599
$4,501
$23
$300
$21,469
$539
$16,128
$5,341
$23
$300
$21,839
$539
$15,655
$6,185
$23
$300
$22,211
$539
$15,180
$7,031
$23
$300
$22,584
$539
$14,703
$7,880
$23
$300
$22,958
$539
$14,225
$8,733
$23
$300
$23,333
$539
$13,744
$9,589
$23
$300
$23,709
$539
$13,261
$10,448
$23
$300
$24,087
$539
$12,777
$11,310
$23
$300
$24,466
$539
$12,290
$12,175
$23
$300
$24,846
$539
$11,802
$13,044
$23
$300
$25,227
$539
$11,311
$13,916
$23
$300
$25,610
$539
$10,819
$14,791
$23
$300
$25,993
$539
$10,324
$15,669
$23
$300
$26,378
$539
$9,828
$16,551
$23
$300
$26,765
$539
$9,329
$17,435
$23
$300
$27,152
$539
$8,829
$18,324
$23
$300
$27,541
$539
$8,326
$19,215
$23
$300
$27,932
$539
$7,822
$20,110
$23
$300
$28,323
$539
$7,315
$21,008
$23
$300
$28,716
$539
$6,806
$21,910
$23
$300
$29,110
$539
$6,295
$22,814
$23
$300
$29,505
$539
$5,782
$23,723
$23
$300
$29,902
$539
$5,267
$24,634
$23
$300
$30,299
$539
$4,750
$25,549
$23
$300
$30,699
$539
$4,231
$26,468
$23
$300
$31,099
$539
$3,710
$27,390
$23
$300
$31,501
$539
$3,186
$28,315
$23
$300
$31,904
$539
$2,661
$29,244
$23
$300
$32,309
$539
$2,133
$30,176
$23
$300
$32,714
$539
$1,603
$31,111
$23
$300
$33,121
$539
$1,071
$32,050
$23
$300
$33,530
$539
$537
$32,993
$23
$300
$33,940
$539
$0
$33,939
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As we explain in our
book, How Privatized Banking
Really Works, and as I stress
in presentations on the topic,
the explanation for this vast
difference in treatment is the
nature of the collateral. When
a conventional bank lends
someone $18,000 to buy a new
car, if the person defaults then
the bank has to seize the vehicle.
This is a messy process that the
bank wants to avoid. That’s why
it will take steps to make sure the
$18,000 is likely to be paid back
by the borrower.
In contrast, when a person
takes out a policy loan, HE

Photo from Flickr by: JMR_Photography
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IS BORROWING MONEY
FROM THE INSURANCE
COMPANY, but the collateral
on the loan is the cash value of
his policy. To repeat, the borrower
is indeed taking a loan of the
insurance company’s money; his
own cash values are still “in” his
policy.

the insurer will “get its money
back” whenever it otherwise
would have owed a payment on
the policy. For example, if the
policyholder dies, then the death
benefit to his beneficiary will
have the outstanding policy loan
balance deducted, before going
out.

The nature of the collateral
explains why the insurer gives out
loans to policyholders on such
convenient terms. If our man
doesn’t pay back the $18,000, the
insurance company isn’t going to
seize his car—remember, they
don’t even know that he bought
a car with the money. Instead,

Looking at Table 2, we can
see that the lower interest rate
on the policy loan (versus the
conventional auto loan) frees
up an extra $23 per month in
cashflow. This is because an
$18,000 loan amortized over 36
months at a 5% interest rate only
requires a monthly payment of
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I am an economist, so
I want to stress that
even when it comes
to the magic of whole
life insurance, there
are no free lunches.
$538.57.
In other words, if our man
buys his new car using a policy
loan, then every month he will
find himself with an extra $23
(roughly) because of the lower
payment, made possible simply
because of the lower interest rate.
In
this
intermediate
scenario, our man takes that
extra $23 and spends it on ice
cream each month. By the end
of the 3 years, he is in a similar
situation as we depicted in the
first scenario—he has the car,
no outstanding loan, and about
$33,939 in available cash balance.
But clearly our man has
benefited from going the policy
loan route, since he enjoyed 3
years of ice cream treats that
didn’t affect his cashflow in
other areas. Another benefit is
that his net financial assets—his
surrender cash value minus his
outstanding loan balance at any
given time—were higher during
the life of the loan.
THE MECHANICS OF POLICY LOANS

For example, look at Month
10. Recall that in Table 1, the net
financial assets were $10,300. Yet
in Table 2, we see that in Month
10 our man has net financial
assets of $10,448, a difference
of $148. In this particular
example, the difference between
the two columns grows to $190
by Months 18 and 19, and then
shrinks back to $0 by Month 36.
I am an economist, so I
want to stress that even when
it comes to the magic of whole
life insurance, there are no free
lunches. Thus far, it seems that
it’s a no-brainer for the man to
finance the car via a policy loan,
as opposed to a conventional
auto loan. In the overwhelming
majority of cases, that’s probably
true.
However, just to underscore
the nature of policy loans, let me
bring up one type of case where a
family might regret this approach.
Specifically, suppose the man
has a heart attack and dies three
months after buying his new car.

His wife (now widow) gets the
death benefit check from the
insurance company, and sees that
they have deducted $16,599 from
what it otherwise would have
been. Now she owns the car free
and clear.
Yet maybe she doesn’t want
the car, and has to sell it very
quickly at a rock bottom price
to raise cash. This is because
she’s up to her eyeballs in other
debts that she and her husband
had accumulated. Because her
husband hadn’t taken out a very
big policy, even with the insurance
company’s check, the widow still
can’t satisfy the outside creditors.
She realizes that if her husband
had taken out a conventional auto
loan, as opposed to borrowing
money from the insurance
company using his cash value as
collateral, then the widow could
have “stuck it” to the bank and
let them impound the car. In that
case, she would have had a higher
death benefit check, and would
have offloaded the hassle of
selling the used car to the bank.
I should point out that this
is a very contrived example; it
took me a few minutes to even
think through how it would be
possible for someone to regret
using a policy loan to finance a
car purchase. Nonetheless, those
using whole life policy loans
should understand the pros and
the cons. Remember, the reason
the insurer gives such good terms
on the loan is that they have very
liquid collateral—namely, the
cash building up in the policy.
In our contrived example, it was
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There’s another point to
make about our second scenario,
where the man buys the car (and
ice cream) using a policy loan.
Look at the columns for the
Surrender Cash Value in Tables
1 and 2. They are identical. The
whole life policy in both cases
sits in the corner, chugging
along, growing with the internal
appreciation as well as the stream
of $300 monthly premium
payments.
To a first approximation,
an insurance policy isn’t affected
by a policy loan, if the borrower
simply pays back the loan

21

chugging along and raising the
cash value. In contrast, if he had
had $20,000 in a savings account
at the bank, and withdrew
$18,000 to pay cash for the car,
then he would only have had
$2,000 rolling over in the savings
account, not the full $20,000.
This is the distinction financial
advisors have in mind, when they
stress the “opportunity cost” of
buying an asset by drawing down
other savings vehicles, versus
borrowing against a whole life
policy.

Photo from Flickr by: onohoku

the widow who ended up with
the illiquid asset (the used car)
that the conventional bank didn’t
want to get stuck with, either.
(And remember, it was precisely
to avoid being stuck with the used
car that the conventional bank
charged a higher interest rate,
and asked a lot more questions,
before granting the loan.)

LMR

without kicking any more money
into his policy. (This actually
isn’t quite right, because there
are complications. For example,
some insurers adjust dividend
payments based on whether a
policyholder has a loan out; this
is the direct versus non-direct
recognition issue. Also, to the
extent that policy loans redirect
the assets into which the insurer
invests, its earnings could change
and therefore influence dividends.
But these are very subtle points
that we can safely ignore in this
introductory article.)
Therefore,
in
this
intermediate scenario where the
man buys a car with a policy
loan, and just pays the bare
minimum to retire the loan over
36 months—using the freed-up
cashflow to buy ice cream—it’s a
bit misleading to say he’s “paying
the interest to himself.” What
is true is that his prior history
of premium payments into his
policy are still doing their thing,

To reiterate, everyone should
be clear that the man in this
second scenario is contractually
obligated to pay interest to the
insurance company. They lent
him the money, and merely used
his cash value as collateral on the
loan. He is literally paying the
interest to the insurance company.
Before leaving this section,
we should make one final
clarification. The “loan payment”
in this second scenario consists
mostly of principal repayment,
not interest. For example, in
Month 10, the man pays $539
to the insurer to knock down
the loan balance. Of that
amount, $483 went towards
reducing the principal on the
loan (from $13,744 to $13,261).
The remaining $56 was a pure
interest payment to the insurance
company. Of course, as the loan
matures, a higher and higher
portion of each monthly payment
goes toward knocking out the
principal, as opposed to paying
the pure interest charged by the
insurance company.
THE MECHANICS OF POLICY LOANS
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It is defensible if someone
wants to say that our man is
mostly “paying himself back” each
month, in this second scenario.
After all, to the extent that a
monthly payment of $539 knocks
down the outstanding policy
loan balance, then it reduces the
insurer’s lien on the man’s cash
value. Thus it is correct to say that
the man is replenishing his net
financial assets with every dollar
he knocks off of the loan balance,
and in that sense he is “paying
himself back.”

THE MECHANICS OF POLICY LOANS

But to be absolutely clear,
the pure interest component
of each monthly payment,
does indeed go to the insurer.
(The only way it accrues to the
policyholder is in the broad
sense that his dividend payments
are a reflection of the insurer’s
return on its investments, one of
which is its loan to him. Yet here
his particular interest payment
is getting spread out over all
policyholders; he’s certainly
not just “paying himself ” the
interest.)

Buying a Car the
Nelson Nash Way

In his classic Becoming
Your Own Banker, Nelson Nash
recommends that people finance
their large purchases using policy
loans, but that they pay them back
at the interest rate a conventional
lender would have charged.
I’ve sketched this approach
in Table 3. Here we see that
instead of spending his extra
$23 each month on ice cream,

Photo from Flickr by: onohoku
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our man devotes it to paying
off his policy loan more quickly.
In other words, each month the
man sends ($539 + $23) = $562
to the insurer to reduce his loan

balance, just as in Table 1 he sent
$562 to the conventional bank
each month for his auto loan.
Yet compare Tables 1 and 3.
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Notice that the outstanding loan
balance shrinks more quickly in
Table 3. This is for the obvious
reason that the man is making
the same monthly payments, yet

Table 3. Car Purchase (and Faster Loan Repayment) Using Policy Loan @ 5%
Month

Extra Loan Pmt

PUA Premium Surrender CV Policy Loan Pmt Policy Loan Balance

0

$300

$20,000

CV - Loan

$18,000

1

$23

$300

$20,365

$539

$17,512

$2,854

2

$23

$300

$20,732

$539

$17,021

$3,711

3

$23

$300

$21,100

$539

$16,529

$4,571

4

$23

$300

$21,469

$539

$16,034

$5,435

5

$23

$300

$21,839

$539

$15,538

$6,301

6

$23

$300

$22,211

$539

$15,040

$7,171

7

$23

$300

$22,584

$539

$14,539

$8,044

8

$23

$300

$22,958

$539

$14,037

$8,921

9

$23

$300

$23,333

$539

$13,532

$9,801

10

$23

$300

$23,709

$539

$13,026

$10,684

11

$23

$300

$24,087

$539

$12,517

$11,570

12

$23

$300

$24,466

$539

$12,006

$12,459

13

$23

$300

$24,846

$539

$11,493

$13,352

14

$23

$300

$25,227

$539

$10,978

$14,249

15

$23

$300

$25,610

$539

$10,461

$15,148

16

$23

$300

$25,993

$539

$9,942

$16,051

17

$23

$300

$26,378

$539

$9,421

$16,957

18

$23

$300

$26,765

$539

$8,898

$17,867

19

$23

$300

$27,152

$539

$8,372

$18,780

20

$23

$300

$27,541

$539

$7,845

$19,697

21

$23

$300

$27,932

$539

$7,315

$20,617

22

$23

$300

$28,323

$539

$6,783

$21,540

23

$23

$300

$28,716

$539

$6,249

$22,467

24

$23

$300

$29,110

$539

$5,713

$23,397

25

$23

$300

$29,505

$539

$5,174

$24,331

26

$23

$300

$29,902

$539

$4,633

$25,268

27

$23

$300

$30,299

$539

$4,091

$26,209

28

$23

$300

$30,699

$539

$3,546

$27,153

29

$23

$300

$31,099

$539

$2,998

$28,101

30

$23

$300

$31,501

$539

$2,449

$29,052

31

$23

$300

$31,904

$539

$1,897

$30,007

32

$23

$300

$32,309

$539

$1,343

$30,966

33

$23

$300

$32,714

$539

$787

$31,928

34

$23

$300

$33,121

$539

$228

$32,893

35

$333

$300

$33,863

$229

$0

$33,862

36

$562

$300

$34,835

$0

$0

$34,835
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the policy loan balance is rolling
over at a lower rate (5% versus
8%).
By Month 34, the man only
owes $228 on his policy loan,
after making his normal payment.
In Month 35, he pays $229 to
knock it out completely, and then
takes the extra $333 and uses it
to buy more insurance. Then in
Month 36, his entire cashflow of
$562 goes to the same purpose.
Using the Nelson Nash
approach, our man ends up
with a paid off car, but also an
extra $896 in financial assets.
Moreover, during the life of
the loan, his net financial assets
(cash value minus loan balance)
were always higher than in Table
2, with the advantage reaching
$896 by Month 36.
In this last scenario,
everything we said before about
the nuances of “paying yourself
back” still applies. On top of that,

we have the obvious “paying it
to yourself ” of the additional
purchase of insurance in Months
35 and 36.
Loans Outrunning Cash Values

One last topic we should
address is the possibility of an
“overloan” situation, in which an
owner takes out so many policy
loans that their outstanding
balance threatens to overtake the
surrender cash value. Since the
cash value serves as the collateral
on the loan, an overloan situation
is somewhat analogous to
being “underwater” on a home
mortgage.
An overloan situation could
arise if, say, someone decides
(perhaps because of a job loss) to
stop funding a whole life policy
with premium payments, but
wants to retain the death benefit
coverage for as long as possible.
This person might then start
using policy loans to make the
contractual premium payments.
If the person made this decision
relatively early in the life of the
policy, it would eventually “eat
itself up” and shut down with no
net cash.
Financial advisers must be
sure their clients understand how
policy loans operate, especially
those who plan on borrowing
heavily to fund retirement
income. Rather than allowing
a policyholder to become
“underwater,” the insurance
company will simply shut down
the policy if the owner doesn’t
want to at least keep up with

Photo from Flickr by: Picture Perfect Pose

THE
Educating
MECHANICS
Educators
OF POLICY
- INTERVIEW
LOANS
WITH Mark Benson

the pure interest payments on
outstanding policy loans, in order
to keep the balance less than
the surrender cash value. This is
an important point because if a
policy collapses, the IRS at that
point views policy loans taken
out above the cost basis as taxable
income. (So long as the policy is in
force, the IRS treats outstanding
loans as simply that—loans—
and not subject to taxation, since
a loan per se doesn’t constitute
income.)
Conclusion

One of the most compelling
features of whole life insurance
is the use of policy loans to
obtain access to the growing
cash value in the policy. There are
several advantages to financing
large purchases through policy
loans, rather than seeking loans
from traditional lenders such as
commercial banks.
However, financial advisors
and insurance agents should be
careful when telling their clients
that with a policy loan they are
“paying it back to themselves.”
In a certain sense this is basically
correct, but strictly speaking the
policyholder really is borrowing
the money from the insurance
company, and the pure interest
on the loan is going to the insurer,
not “into” the policy.
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Mark Benson has worked in the financial services industry for
26 years. He is the founder and President of Ameritime Inc.,
a company created by Missouri educators to work exclusively
with employees of educational institutions in Missouri.
Benson’s company, in coordination with E3 Consulting from
St. Louis, have been the catalysts to cause over $22 million of premiums
to be transferred into “Privatized Banking” policies over the past two
years. Prior to entering financial services, Benson was a high school math
teacher and football coach, with his teams winning back-to-back state
championships in 1981 and 1982 earning him Missouri’s state coach of
the year honors twice. Lara and Murphy recently gave presentations on
Austrian economics and privatized banking for Benson’s group in St. Louis.
Educating Educators - INTERVIEW WITH Mark Benson
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Lara-Murphy Report: Your
career path is a rather unusual
one. Can you explain how you
went from education to your
current position?
Mark Benson: In high
school I was an average athlete
playing QB in football, point
guard in basketball and third
base in baseball; even back then
I knew I wanted to coach. So
after earning a math degree
that assured me of numerous
job opportunities, I accepted a
position in 1976, teaching high
school math classes while serving
as a junior varsity football and
basketball coach.

During those years, my wife
Debbie (a first grade teacher)
and I were blessed with four
daughters over a period of six
years. In 1985 we decided to

take the risk of building a new,
bigger home without first selling
the home we were living in.
Our teaching salaries were not
enough to provide for a family
of six and pay two mortgages so
I decided to look for additional
income opportunities during the
offseason. Fortunately, a few
months earlier, another teacher/
coach had mentioned a parttime opportunity working with
the Franklin Life Insurance
Company. He said I could teach
many of my former students
about investments, insurance,
and tax strategies. Over the next
couple of years I started earning
more money working 10 hours
per week in my own business
than I was being paid for 50 – 60
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In 1984 at age 24 I

became the head football coach
and athletic director at Valle-Ste.
Genevieve High School, located
approximately 60 miles south of
St. Louis, Missouri. Over the next
five years we were able to win two
state championships and because
of our team’s success, I was voted
the state’s 2A Coach of the Year.
The state championships created
a lot of visibility and ultimately
motivated St. Louis Priory High
School to contact and hire me to
become their head football coach
in 1983.
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hours per week trying to figure
how to win more football games.
So in January 1988 my wife and
I took a big leap of faith by both
resigning from our teaching
positions effective at the end of
the school year. It was without
question one of the best decisions
we’ve ever made!
LMR:
When
we
participated in your events,
we were struck by how multifaceted your organization was.
You even had an outside “coach”
who provided guidance and tips
to your team members. Can
you explain your management
philosophy in this context?
MB:
Because of the
coaching we have received and
the research studies we have read
we’ve built our business model
around “one big idea,” that is to
“provide an Integrated Resource
Network to our Focus Market(s)

utilizing Unique Teamwork.” I’d
like to summarize some of our
thoughts regarding each of these
three concepts:
Integrated Resource Network:

We
determined
the
importance of being able to offer
an Integrated Resource Network
to our clients when learning of
a Stanford Research Institute
survey of the financial services
industry conducted in the 1980s.
It showed that the majority
of consumers questioned were
confused by the array of products
and services from various financial
outlets whose advice was often
contradictory. Because we believe
our company, Ameritime, exists
to “educate educators about their
money” we created an Educator’s
Resource
Network
that
performed much like a “faculty”
of financial resources. Our job
has been to help educators better

understand one of their greatest
assets (retirement system) while
also helping them understand
the importance of being able to
take a snapshot of their financial
picture. This snapshot helps
them understand how their
money is working, how more
dollars can flow into their control
rather than away from them, thus
providing more dollars to retain
and utilize.
Our Integrated
Resource Network ultimately
helps our clients enhance their
financial picture.
Focus Market:

Approximately 20 years
ago, I personally enrolled in a
coaching program with Dan
Sullivan and the Strategic
Coach. While in this program I
was instructed to go through an
exercise to determine my most
profitable client relationships.
Not surprisingly a huge majority
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of my most profitable client
relationships were educators. It
was at this time that I determined
we would focus exclusively on
working with educators. It seems
that today’s financial advisors try
to be all things to all people. A
typical advisor may schedule a
meeting today with a teacher,
tomorrow with a construction
worker, then the following day
with a physician. It doesn’t appear
that many financial advisors
go into depth into one, specific
focus market. We feel our “focus”
is one of our company’s greatest
strengths. Because we’ve spent
more than 20 years learning
everything possible about the
educator’s world, we’ve been able
to develop numerous creative and
very effective financial strategies
for this market.
Unique Teamwork:

Association
Foundation)
suggesting best practices for the
future. This study provided part
of our motivation to reinvent
our organization by designing
our work around a focus market.
We wanted to focus on how that
market wanted to be treated thus
creating uniquely effective client
relations.
One of our first decisions
was to change from the typical
“sales process” taught by the
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We read a research study
of Agency Marketing Models
done by the GAMA Foundation
(General Agents and Managers

One of our first decisions
was to change from the
typical “sales process”
taught by the industry...
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industry, that is where often
times one person is expected to
market, prospect, cold call for
appointments, identify client
needs, prepare solutions, close
sales, then service the client
for life. The GAMA study
taught us that it would take an
extraordinary person to do even
an ordinary job when trying to
execute all the core processes.
The GAMA information
led us to strategize as to how
“unique teamwork” could help
us unbundle the sales process.
We decided to ask our people to
utilize their “unique ability”which
meant spending most of their time
doing what they enjoyed doing
the most. Those empathetic,
service oriented advisors spend
their time in client service and
follow up. Our advisors who
most enjoy teaching are asked
to explain potential solutions
and enhancements to the clients’
financial picture. The need for
prospecting was eliminated when
we determined we would never
again approach a teacher for an
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appointment, rather we would
smother educators with so much
desired information, resources,
and services that they would
instinctively prospect and market
for us. We have not called and
asked for an individual client
appointment in many years!
Unique Teamwork has allowed
each of us to utilize our Unique
Abilities while delegating our
weaknesses to a teammate’s
strengths.
LMR: Your specific niche is
educating educators about their
money. Do you think that is a
good business model for others to
follow? Not that everyone should
focus on teachers, but rather that
financial professionals should
focus on a particular occupation—
dentists, construction workers,
shoe salesmen, whatever—and
learn the particulars of that type
of person? Is the narrowing of
the potential market more than
compensated by the referrals you
get from satisfied customers?
MB:
We believe very
strongly that the financial services
industry would be so much
more effective if it influenced
its advisors to focus on a specific

market. It’s our very strong
opinion that no other financial
organization can compete with
us when serving educators in
Missouri.
It also seems that there is an
underlying belief in the industry
that the only way to be paid well
is to continually find wealthy
individuals to become clients.
In fact it seems the industry
continually coaches its members
to see people who have lots of
assets and to get away quickly
if introduced to someone with
very few assets. We don’t feel
that way. Because of our very
narrow market focus, we know
that whenever we are meeting
with an educator we can’t waste
our time. If we sincerely try to
educate everyone who asks us
for a meeting, they will greatly
appreciate us and become walking
billboards at their school the next
day. Our goal is to smother every
educator with education, services,
and resources at such a level
that they instinctively tell other
teachers about us.
Our strategy allows us to be
paid two ways:
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1. We are paid “indirectly”
each time an educator client
tells another teacher about our
“unique” service. That enables us
to not worry about prospecting
but rather to focus on smothering
the next client w/ information,
resources and services.
2. We are paid directly each
time an educator client purchases
a financial product from one of
our resource alliances.
LMR: Related to the
previous question, we also were
impressed by how large the
crowds were that you assembled
for our two back-to-back
presentations. We know other
financial professionals are toying
with the idea of bringing in
outside speakers to educate their
clientele about life insurance, the
economy, etc., but they are unsure
how to pull it off. Do you have
any tips?
MB:
Our company,
Ameritime, is an “educational”
company not a “sales” company.
We feel our job is to offer
“educational” events. We do this
on an individual basis, in small
groups, and in large groups as we

We believe very strongly that the
financial services industry would be so
much more effective if it influenced its
advisors to focus on a specific market.
Educating Educators - INTERVIEW WITH Mark Benson
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It seems that financial planners, the financial
media (entertainers), banks, tax preparers,
the IRS and other financial institutions are
giving advice that’s better for them than it
is for the clients with whom they meet.
did with your presentations.
We’ve discovered that
people in general really don’t
enjoy being sold but greatly
appreciate receiving information
and education in financial areas
that impact them. So Ameritime
specializes
in
bringing
“educational events” to educators
and school districts.
Some
examples are:
- Retirement strategies regarding
Survivor Options, Purchasing
Years of Credit and qualifying for
Partial Lump Sum Payments.
- Social Security/Medicare
strategies in lieu of exorbitant
health insurance premiums.
- Understanding your personal
Tax Return.
- Privatized Banking versus
Conventional Banking.
- Understanding how “your”
money is working.
So the tip I would give
and one that we are following
is to have outside speakers and
“professionally” trained educators
“teach” the basic information
needed to understand various
financial concepts. The attendees
will then have the option to go

to their financial relationships
to implement their desired
strategies OR they can go to
our financial resources. By the
way, most of the time they go to
our resources because they like
our strategy of bringing a high
level of much desired “financial
education” to them in a very “low
tension” manner.
LMR: Finally, what is your
outlook for the growth of whole
life insurance? Have enough
people been spooked by the
volatile stock market to make a
large transition? What are you
seeing from your end?
MB: Let me say this
about participating whole life
insurance, I personally started
purchasing whole life contracts
in 1985. In just my family of six
people, we own over 30 whole life
contracts. That number exceeds
40 if I include my two son-inlaws and two grandchildren.
Twenty-six years later these types
of contracts and their capabilities
are more amazing than ever to
me!
It’s my very strong belief that
if the financial industry, including

Educating Educators - INTERVIEW WITH Mark Benson

life
insurance
companies
themselves, truly understood the
many ways to utilize dividend
paying, participating whole life
then it would be a product that
was owned by practically every
person in America who has a
positive monthly cash flow.
It seems that financial
planners, the financial media
(entertainers),
banks,
tax
preparers, the IRS and other
financial institutions are giving
advice that’s better for them than
it is for the clients with whom
they meet. Or sadly it may be
advice that is given because
of ignorance about whole life
insurance.
The
financial
services
industry also seems to spend
100% of their time talking
about the need to “accumulate”
money for retirement. Our focus
market, Missouri educators, are
already having the equivalent
of more than 30% of their gross
income going into a defined
benefit retirement program.
So we talk about “utilization”
capabilities with a properly built
life insurance contract. We know
of no better place to store money
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that we may utilize soon for
various “big ticket” items.
I’d like to close with three
examples or analogies regarding
life insurance that when truly
understood would cause almost
anyone to be excited about
owning a personal whole life
contract.
1. There are billions of
dollars sitting in our banks today
where the rate of return is less than
1%. That very small rate of return
is then taxed at the individual’s
highest marginal tax bracket. If
a banking client in Missouri is
in the 25% marginal tax bracket
and has $10,000 in a CD @ 1%,
he or she earns $100. The IRS
and state of Missouri will then
require over $30 be paid in taxes.
If and when the client utilizes
a part of the money he or she
obviously stops earning a return
on the entire $10,000. If that
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same $10,000 was strategically
positioned in a “specially built”
whole life policy the dividend
paid one year later could be $400,
$500 or more – and, it would not
be taxed. There would also be the
capability of extracting money
via a loan from the insurance
company thus allowing the entire
$10,000 to continue growing
additional tax-free dividends.
2. Every year thousands of
individuals retire from defined
benefit retirement plans where
they are given the opportunity
to pay for a survivor benefit to a
loved one by giving up a part of
their monthly retirement check.
The monthly give up is in essence
like paying for a life insurance
death benefit. If the retiree is
healthy there is a very strong
possibility that those dollars
could be used more effectively
as part of a strategy to provide
a survivor benefit with a life
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insurance company as opposed
to the retirement system. Also,
generally if the survivor benefit is
paid by the retirement system it is
taxable. The death benefit is tax
free when paid by the insurance
company. Finally, if structured
properly, this strategy will likely
cause significant dollars to be
passed on to the next generation.
3. We enjoy teaching how
the insurance industry determines
a person’s economic value. There
are formulas used to determine
how much life insurance a person
can obtain. In our minds this is
a mathematical way to value a
person’s life. I’ve always found
it interesting when people insure
100% of the value of their car
or their home in the event they
may have an accident or disaster.
Certainly there are no guarantees
that our car will be demolished in
an accident or that our home will
burn down or blow away. There
is a guarantee however that we
are all going to die. So it is our
belief that just as someone should
insure the value of their personal
property they may also want to
consider insuring the full value of
his or her life. Today I personally
have the maximum amount of
life insurance that the industry
will allow. I suggest we go on a
crusade to allow everybody to
insure 100% of their economic
value!

Educating Educators - INTERVIEW WITH Mark Benson

Events
Engagements
2011
NOVEMBER 10 • ST. LOUIS, Missouri

Lara and Murphy present Privatized Banking Seminar for Ameritime and e3 Wealth

2012
JANUARY 13 • HOUSTON, TEXAS
Murphy in Mises High School Seminar

JANUARY 14 • HOUSTON, TEXAS
Murphy at Mises Circle

FEBRUARY 9,10 • BIRMINGHAM, ALABAMA
Lara and Murphy present at the IBC Think Tank

APRIL 9 • MANKATO, MINnISOTA

Murphy presents Austrian Economics to students at Minnisota State Univesity

APRIL 20 • CHICAGO, ILLINOIS

Murphy and Lara will present at National Private Client Group

Some events may be closed to general public.
For more information email LMRevents@usatrustonline.com
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Private Jet?
maybe...

Private Beach?
one day...

Private Bank?
YES!
P R I VAT I Z E D B A N K I N G

usatrustonline.com

What you do with your money should be your
own business. Take the time to know how
you can become a privatized banker of your
money and create a platform for financial
success you don’t often (actually never) hear
about from the “experts” on cable news and
radio. You are going to make a difference
for your family for generations if you create
and maintain your own private bank. Private
financing can be your reality in a relatively
short time. Go to usatrustonline.com/store and
get the both of these books to learn how now.
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+
Fund Your Own

Bailout.

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 P rivatized B anking is underway. You can take advantage of the years of experience that these three authors in these two
books are offering you. Go to: www.usatrustonline.com click: store and look for both of these books among the other fine books.

IF YOU WERE AT NIGHT OF CLARITY 2011, YOU SAW THIS...

REAL WORLD COMPOUND INTEREST ANALYZER
backed with real tax, market and inflation data.

You have the power to
show why saving as usual,
usually doesn’t work.

@ PrivatizedBankingCenter.com

Register free now to start sharing it.
Oh, and wear a bullet proof vest. Clients tend to shoot the messenger.

PrivatizedBankingCenter.com is under development now for the financial professional. We are
here because you need wise clients. When you register, be sure to select the checkbox that tells
us you want an email when new tools are added. We look forward to building the 10% with you.

