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“When government gives you the solution—i.e., tax-qualified plans—to the
problem it created—i.c., onerous taxation—don’t you get just a little bit suspicious
that you're being manipulated?”

— R. Nelson Nash

V \' e both heard Nelson say the above quote (or some version of it) numerous
times over the years, when he would talk to the public about our financial
landscape here in the United States. One of the chief objections to implementing
IBC is that “everybody knows” the responsible thing to do is max out your
contributions to a tax-qualified investment vehicle, such as a 401(k) or a 403(b).
And yet as Nelson observed, the only reason it seems so advantageous is that the
standard tax code stands in the wings, waiting to clobber anybody who tries to save
and build wealth outside of the approved channels.

Both of our articles this issue involve personal financial decisions, and how our
knowledge of IBC guided our choices. (Note that this was a coincidence; we didn’t
plan ahead of time on coordinating our topics this month.) Yet beyond the nuts
and bolts, we should step back and consider the broader issue of why the tax rules
are like this in the first place.

Carlos’ article deals with charitable giving. The insidious effect of the tax code here
is that (among other features) it allows the government to “steer” the policies of
not-for-profit institutions, such as the church or certain private schools. It gives
the government incredible leverage when it can decide what is a “legitimate non-
profit,” the donations to which can be tax-deductible. Indeed, back when Ron Paul
was running for president, the website LewRockwell.com changed its designation,
because to maintain its tax status would have required it to drop its explicit support
for a political candidate (namely, Dr. Paul).

Bob’s article discusses so-called retirement planning which so heavily pushes the
use of tax-qualified plans. Besides the specific details, the big picture here is that
potential entrepreneurs are convinced to lock their savings away into a box for
decades. Moreover, by herding everyone into Wall Street, the ownership of major
companies is itself “democratized™—and this is a bad thing.

LARA-MURPHY REPORT



Consider: In a country where there are many entrepreneurs, productive individuals
are focused on building their business. This is the one “investment” over which they
have the most control, and they stand to reap the fruits of their efforts.

In contrast, when most of the S&P 500 is owned by most of the country (through
their intermediaries at brokerage firms), ironically it’s almost a type of socialism—
where the means of production are owned by “the people.” Under the current
arrangement, even highly motivated and competent individuals who are expert

in a certain industry, do not get to reap the lion’s share of the benefits if they are
instrumental in getting a major corporation to change its actions in a profitable
direction. This is because they might just own, say, 20% of the corporation, and

so 80% of the benefits of their wisdom flow to other people, most of whom don't
really pay much attention to the corporate officers and their decisions. So not
only does the widespread use of tax-qualified plans (with an emphasis on equities)
stifle entrepreneurship, it also reduced the quality of governance of the largest
corporations.

‘Those with a technical mind can certainly drill down into the Infinite Banking
Concept and see that it “works.” But Nelson himself stressed a simple message:
IBC was about returning the all-important banking function to the “you and me
level.”

Sincerely,

Carlos and Bob

LARA-MURPHY REPORT
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FED CONTINUES INFLATING

As the new data roll in, we see that the Fed has continued expanding its total assets:

FRED . — zsecs: Toc Assets: Towl Assats {Lesz Eliminations Fram Consolidationk: Wednasday Level

Coupled with the Fed’s rate cut (announced October 30) of the fed funds rate another 25 basis
points, down to the range of 1.50 — 1.75 percent, it’s clear that the Fed really has changed course.
Although we had expected that the Fed would wait until a more tangible threat emerged, at this
point they are clearly trying to stave off a crash, as opposed to reassuring global investors that they
would be responsible stewards of the dollar. We expect continued “easy money”—by which we mean
very low interest rates and continued asset purchases by the central bank—through the point at
which everyone realizes we are in another recession.

PULSE ON THE MARKET
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WARREN’S WHOPPER

We will cover the topic in greater detail in future issues, but for now let us just state the obvious:
There is no way Elizabeth Warren’s “Medicare for All” plan—the details of which were finally
unveiled on Nov. 1 at https://elizabethwarren.com/plans/paying-for-m4a —is going to live up to
her promises. In particular, she says her plan will require total health care spending of just under $52
trillion over ten years, and that she will finance this without raising taxes on middle class families
one penny.

Let us emphasize: Warren isn’t merely saying—as Bernie Sanders has the decency to do—that heck
yeah, she is going to raise the average family’s taxes, but that this tax hike will be offset by not having
to pay for health insurance. No, Warren is actually telling the rank-and-file voters with a straight
face that not only is their medical care suddenly going to be “free,” but that this won't in any way
cause their taxes to go up either.

Needless to say, this is completely ludicrous, and deserves as much ridicule as Obama’s infamous,
“If you like your plan, you can keep it.” That pledge, by the way, earned PolitiFact’s “Lie of the Year”
award in 2013, as you can read at: https://www.politifact.com/truth-o-meter/article/2013/dec/12/
lie-year-if-you-like-your-health-care-plan-keep-it/.

EUROPE’'S GENUINE AUSTERITY

Americans have become cynical about the possibility of genuine cuts in government spending—
probably because they’re so used to Democrats calling a Republican slowdown in entitlement
spending a “cut.” But believe it or not, the total outlays of the U.S. federal government actually fell
two years in a row, from $3.60 trillion in (fiscal year) 2011 down to $3.45 trillion in 2013. (Given
the nature of U.S. politics, the best fiscal outcome occurs when there’s a Democrat in the White

House and the Republicans win big in the mid-terms. Remember the budget surpluses under Bill
Clinton?)

PULSE ON THE MARKET
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Similarly, over in Europe, after a surge following the financial crisis the absolute euro amount of
government spending fell in Greece, Spain, and Italy. And although it didn't actually cut its spending,
in 2009 Germany instituted a constitutional amendment requiring a “debt brake” (Schuldenbremse),
which limited its central government’s “structural” budget deficit to 0.35 percent of GDP. Then in
2014 German Finance Minister Wolfgang Schiuble achieved “black zero” (schwarze Null), balancing
the budget for the first time since 1969, and yielding a string of surpluses. Overall, Germany’s
government debt (held by the public) peaked at 82 percent of GDP in 2010, and steadily fell to
62 percent by 2018. (In contrast, the U.S. federal government’s public debt-to-GDP ratio was 35
percent in 2007, but grew to a record-high 78 percent this year.)

Going forward, the U.S. is the outlier, with its fiscal position expected to get much worse, while the
other developed countries are supposed to improve. (Of course, that won't happen if the LMR is
right about the global economic situation!) Check out this shocking chart from the IMF:

UNITED STATES STANDS OUT

CHANGE IN DEBT-TO-GDP RATIO, 2018-2023

PERCENTALE POINTS OF S0P
ERENEESESShnh o sond

| ORI PP GO G LG

SOURCE: IMF, APRIL 2018
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Something is
FUNDAMENTALLY WRONG
with our financial system.

R. Nelson Nash’s Infinite

L Banking Concept (IBC) is a

CASE for IBC

How To Secede From Our Current Monetary Regime
One Household At A Time

=

revolutionary method to take

the banking function away from

the “experts” and return it to
the individual household and
business owner.

In The Case for IBC, Nash is
joined by business consultant L.

Carlos Lara and economist

Robert P. Murphy to provide

R. Nelson Nash = 1. Carlos Lara = Robert P Murphy PhIDD

T em
: v uhan -

the most succinct explanation to
date of why IBC works.

www.thecaseforibc.com


https://www.amazon.com/Case-Nelson-Carlos-Robert-Murphy/dp/0999778609/
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I SPEND A LOT OF TIME MOTIVATING
difficult financial topics by constructing
“thought experiments.” In a thought experi-
ment, you can only focus on one or maybe
two moving parts, while holding everything
else constant. This is the way to isolate the
impact of the factor you want to understand.
However, it means the whole exercise is nec-
essarily unrealistic.

That’s why people respond more when
someone tells them an actual story about

| thought it might be worthwhile to
explain why | recently cashed out
my 403(b), and used the proceeds
to (among other things) buy some
more paid-up additional whole life
insurance and some Bitcoin.

something that happened, relevant to the
topic. Effective speakers know this. A pol-
ished preacher, for example, can connect
even with a cynical atheist by telling an an-
ecdote that illustrates something fundamen-
tal about human nature.

For these reasons, I thought it might be

worthwhile to explain why I recently cashed
out my 403(b), and used the proceeds to
(among other things) buy some more paid-
up additional whole life insurance and some
Bitcoin. Since my moves fly in the face of
conventional financial counseling, I thought
it would be useful to explain some of the
major considerations in my decision.

It should go without saying that I'm not
offering formal investment advice in this
essay. I'm just explaining why I did what I
did, and letting the reader take any of my
remarks into consideration when planning
for the future.

Why I Had It

I first should explain why I started out with
a decent amount—ijust so you have some
idea, it was more than $15,000 but less than
$75,000—in a 403(b). The simple explana-
tion is that part of my compensation pack-
age for a spell in academia was a mandatory
contribution to the tax-qualified retirement
accounts designed for the educational sector.

(It’s basically a 401(k) for teachers.)

Now even within this framework, I should
mention that I was unusual: I had everything
in either gold mining stocks and Treasuries,
with the portfolio heavily weighted to the
gold. When I first set it up that way, the guy
from Fidelity was doing his best to lecture
me about the benefits of diversification. (As
a PhD economist, believe it or not, I was fa-
miliar with this concept.) I told him I had

WHY | CASHED OUT MY 403(b)
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other assets filling out my desired overall
portfolio—here I was primarily thinking of
my existing IBC policy—and so my 403(b)
was helping to check the box of, “Hedging
myself against significant price inflation.”
And after my 403(b) appreciated some 20%
in the first year, the guy from Fidelity never
bothered me again about it.

Liquidity

However, 1 recently left academia (for
family reasons) and am focusing more on
entrepreneurial ventures. As such, I wanted
to enlarge my pool of liquid funds. I wanted
to free myself to focus on the most produc-
tive projects, rather than being forced to pick
projects that would yield their fruits in the
near-term.

In short, I wanted to increase the liquidity
of my portfolio, and having a pile of wealth
sitting in a 403(b)—when I'm in my young
40s—wasn't very useful to me. Because of
the various enterprises I've set in motion, I
am not worried about my long-term solven-
cy. However, my immediate need for liquid-
ity was pressing.

'This is why I resolved to withdraw the full
amount from my 403(b), in order to bolster
my checking account, make a significant
purchase of Paid Up Additional life insur-
ance, pay down some important debt, donate
to the church, and to buy some Bitcoin.

I'm not going to do justice to the explana-
tion for why I used the money the way I did.

Carlos and I outlined our economic prog-
nosis and why we thought people should
acquire actual cash (currency in the home
vault), an IBC life insurance policy, and
gold/silver coins in the video presentation,
“How to Weather the Coming Financial
Storms,” available at: https://lara-murphy.
com/video(0916/.

For an explanation of what Bitcoin is and
how it works, see the guide I co-authored
with Silas Barta, available at: www.Under-
standingBitcoin.us

In the remainder of this article, I'll try to
explain why I decided to ge# out of my 403(b).

Because of the various enterprises I've
set in motion, | am not worried about
my long-term solvency.

Borrow?

I'm not going to summarize the nuances
here, but suffice it to say, if you want to bor-
row against your 403(b) or other tax-quali-
fied retirement account, there are incredibly



https://lara-murphy.com/video0916
https://lara-murphy.com/video0916
http://www.UnderstandingBitcoin.us
http://www.UnderstandingBitcoin.us
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onerous payback rules. Basically, they only
let you use your money if you don’t need it.

So although I initially thought I would just
temporarily put my gold mining stocks on
hold, when I saw the actual rules I decided it
made more sense just to liquidate the whole
thing, period. I can buy gold mining stocks

down the road if I want them again.

Tax Implications

'The most obvious objection people raise
to my decision is the tax implications. First,
I had to pay income tax on my withdrawal.
Second, I had to pay a 10% penalty because

it was an unauthorized early withdrawal.

Let me just stop and observe, that this is
really screwy. It is a sick joke that the Uniz-
ed States federal government—which is any-
where from $40 trillion to $200 trillion in
debt, depending on how we evaluate the
promises made via Medicare—is spanking
people if they have the audacity to try to use
their own wealth earlier than the govern-
ment deems appropriate. If for no other rea-
son than to withdraw consent, I had an urge
to get out of this paternalistic system.

However, we can put aside ideological con-
siderations and just look at the numbers. If
we for the moment set aside the penalty, the
simple fact is that—holding everything else,
like annual income and the tax code, con-
stant—iz is a wash whether you pay the tax
now or later. This is a critical point, so let me
walk through a specific numerical example.

Suppose youre 40 years old and you have
$100,000 in a 403(b) that is earning 5% an-
nually. Further suppose the tax code right
now, and for the next 25 years, will be a sim-
ple flat tax, with a single bracket that applies
a tax rate of 30% on any income.

Itis a sick joke that the United
States federal government—which
is anywhere from $40 trillion to $200
trillion in debt, depending on how
we evaluate the promises made via
Medicare—is spanking people if
they have the audacity to try to use
their own wealth earlier than the
government deems appropriate.

Now if you leave the money in your tax-
qualified account, rolling over tax-deferred
until youre 65, then the 403(b) will have
reached a value of about $339,000 when you
turn 65. At that point, if you take it all out,
you will at that point pay the 30% flat tax,
leaving you with a remainder of $237,000.

On the other hand, suppose you rolled it
into a Roth IRA, where you pay the tax up-
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front on the contributions, but then you en-
joy the principal and growth without further
tax liability. In this case, you pay the 30%
flat tax upfront on the $100,000, leaving you
with $70,000 to go into your Roth. Then that
$70,000 rolls over at 5% annually, reaching a
value of $237,000 by the time you turn 65.
And then at that point, you can spend your
$237,000 free and clear, because you already
paid the tax on it.

As this simple example shows, if we hold all
of the other moving parts constant, then ## is
a total wash whether you pay the tax upfront
or on the backend. There’s nothing about the

Figure 1. Top Federal Marginal Individual Income Tax Rate, 1913-2008

Top US Marginal Tax Rate
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“time value of money” that makes it advan-
tageous to be in one type of tax treatment
versus the other.

Paying the Penalty

But what about the 10% penalty? It’s true
that that’s painful, but on the other hand,
I had reasons to suspect that leaving my
wealth inside the 403(b) would carry other
problems down the road. To name just two:
My income will probably be higher in 25
years, and I'm quite sure that marginal tax

rates will be higher
then than they are now.

Look at the following
chart of the top fed-
eral marginal income
tax rate in the United

Office States:

(Notice that in Fig-
ure 1, it stops in 2008.
'The current tax rate is
two percentage points
higher than what is
shown in the figure.)

Does it look like our
current top rate is high
or low, compared to its
historical levels? It’s
true that with global-
ization and the ease

1995 -
2008

J of travel, it’s more vi-

Source: https://nickgogerty.typepad.com/designing_better_futures/
2009/06/great-depression-and-top-marginal-tax-rates-since-1913.html

able for highly talented

individuals to simply

WHY | CASHED OUT MY 403(b)
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As this simple example shows, if we
hold all of the other moving parts
constant, then it is a total wash
whether you pay the tax upfront or on
the backend.

leave the country if things get too onerous.
Because of this, governments around the
world have had to dial back their individual
and corporate income tax rates—just like
U.S. states can't be too outrageous, lest they

Figure 2. CBO Long-Term Debt Projection, 1790 — 2050

Percentage of Gross Domestic Product

drive too many people into hospitable states

like Florida and Texas.

On the other hand, the U.S. government
is racking up debt at an extraordinary rate,
particularly considering that the official un-
employment rate has been so low. Here’s the
latest projection from the CBO:

Things are even bleaker when we consid-
er the ludicrous proposals that the current
Democratic presidential candidates have
been throwing out, including Elizabeth
Warren’s nearly $52 trillion (over ten years)
takeover of health care—and that’s ser num-
ber, not a critical estimate.

These considerations helped me decide
that the 10% penalty for early withdrawal
was the lesser of two evils, compared to the
possible tax treatment if I left my wealth in-

side the 403(b).

Actual : Projected

In CBO's projections,
federal debt held by the
public totals 144 percent
of gross domestic
product (GDP) in 2049, an
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Now to be sure, the government might

come after me down the road anyway, even Among other tools, the tax code itself
if right now it promises not to tax the growth has been designed to herd everybody
in the cash surrender value of my (properly into officially approved assets.
designed and handled) Whole Life insur- They especia"y discourage new
ance policy. Still, on balance I decided that entrepreneurs, by heavily motivating
it was more dangerous to leave my wealth 77 salaried professionals into locking up
the 403(b) than to take it ouz. their wealth in prison for decades.
Conclusion

'The world system seeks to control every as-
pect of our lives, ranging from the food we
eat, to what our children learn, to what news
we can read even on Facebook. And one of
the tightest strangleholds they have is on the
financial system. Uncle Sam literally nation-
alized the creation of paper money, and cre-
ated the Federal Reserve System to cartelize
the commercial banks to allow them to issue
their own money, in the form of demand de-
posits. (Carlos and I explain this in our book,
How Privatized Banking Really Works, avail-
able at www.Lara-Murphy.com.)

Given its track record, do you trust the U.S.
tederal government’s advice when it comes
to fiscal management? You can do what you

Among other tools, the tax code itself has ~ Want, but I decided to cash out my 403(b).
been designed to herd everybody into offi-
cially approved assets. They especially dis-
courage new entrepreneurs, by heavily moti-
vating salaried professionals into locking up
their wealth in prison for decades.

L 4 4 4

References

1. 'The long-term debt projection in Figure 2 is taken from CBO’s “2019 Long-Term Budget Outlook,” available at: https://www.cbo.gov/system/files/2019-
06/55331-LTBO-2.pdf.
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JUST WHEN YOU THINK THAT YOU HAVE
learned all of the possible strategies associat-
ed with Nelson Nash’s Infinite Banking Con-
cept (IBC), up pops a brand new one. New,
that is, but only to all those who have never
realized the various opportunities found in
practicing IBC as your very own banking
system, especially at tax time. But now the
latest window of unrecognized opportunity
for IBC has surfaced in the area of charita-
ble giving. According to recent publications
charitable dollars have dropped significantly
under the new tax law. In this article I ex-
plore some of the reasons attributed to this

phenomenon despite the news about our
strong economy.

'This dramatic change revealed itself to me
as I was preparing my end of the year 2018
personal and corporate tax returns. And, just
so you are fully aware and can follow my
complete story line once I fully get into it,
I am one of those individuals who always
files an extension. I do this, not because my
returns are all that complicated, but mostly
because I have so many different filings due
to the nature of my corporate trust business.

But I also do it because I practice IBC. This
year, however, those extensions proved to
take a different turn than in years past, all on
account of a brand-new incident.

For one thing, last year (2018) I made an
unusual charitable contribution to my church
congregation and reported the amount to my
accountant. In this way he will be prepared
for filing my returns late this year (2019)
which, incidentally, I just made. Because I
was filing so late I was naturally in a hurry to
send off my returns to “uncle Sam,” but the
numbers in my returns stopped me in my

The culprit, as you may have
already guessed, was President
Donald Trump’s Tax reform and the
new standard deductions. They
were huge!

tracks. I can only imagine how many tax-
payers who filed even earlier than I did may
have experienced a similar jolt with their
own 2018 returns. The culprit, as you may
have already guessed, was President Donald
Trump’s Tax reform and the new standard
deductions. They were huge!

Now, it’s recently come to light, as it will
once again for the 2019 tax returns this com-
ing March, 2020, that these new Aigher stan-
dard deductions have taken many taxpayers
by complete surprise. Charities, especially,

CHARITABLE GIVING USING IBC



19

those that traditionally rely on donations
from taxpayers who aren’t necessarily wealthy
have been equally astounded by what’s hap-

pening to their donations.

In fact, a recent CNBC 2018 article named
a congressional report citing that 18 mil-
lion households will itemize deductions
this year, down from 46.5 million last year.!
That’s a significant drop in itemized deduc-
tions! Keep in mind that without itemized
deductions most individuals will lose all tax
benefits associated with items such as mort-
gage interest, state and local taxes, medical

and dental expenses, and most especially—
charitable giving. The Internal Revenue Ser-
vice (IRS) claims that “this is a difference of
21,452,204 taxpayers claiming nearly $57.3

billion /ess in donations.”?

Here is the reason there’s been such a huge
difference. The standard deduction for 2018
is nearly double the level for 2017, rising
from $6,340 to $12,000 for single filers and
from $12,700 to $24,000 for couples filing
jointly. For 2019, it rises to $12,200 for sin-

gles and $24,400 for couples. Additionally,
the new standard deductions will remain at
their current levels until 2025 which means
that the number of taxpayers who will item-
ize their deductions is not likely to change.

For sure, the law cut individual taxes, but
it also dramatically changed the incentives
for charitable giving for certain taxpayers in
ways that left charities wondering how to re-
place those lost donations. All of a sudden, a
golden opportunity has opened up for Au-
thorized IBC Practitioners and their clients
to offer IBC to their churches, church mem-

In fact, a recent CNBC 2018 article
named a congressional report
citing that 18 million households
will itemize deductions this year,
down from 46.5 million last year.

bers and all other types of charities as a way
to reverse the current trend. Keep in mind
that IBC is still one of the best kept secrets
and many households and businesses owners
know very little about it.

How Do Tax Brackets Impact My

Deductions?

Each taxpayer is more or less in several in-

CHARITABLE GIVING USING IBC
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come tax brackets, but the term “tax bracket
refers to your top tax rate. Also known as
your marginal tax rate, meaning the percent-
age of tax applied to your income for each tax
bracket in which you qualify. As an example,
a portion of your income is taxed at 12%, the
next portion is taxed at 24%, the next por-
tion at 35%, and so on. So, as you can see, it’s
a tiered system and every taxpayer has his
own threshold.

As has already been made clear, the 2018
tax brackets changed significantly. Each tax-
payer noticed the change whether they filed
as a Single Taxpayer, Married Filing Jointly,

Married Filing Separately, or as a Head of

Household. For example, for those filing as
Married Filing Jointly, the tax rates added up
to the following:

10% Up to $19,030

12% $19,050 — $77,400
25% $77,400 — $165,000
24% $165,000 — $315,000
32% $315,000 — $400,000
35% $400,000 — $600,000

37% $600,000 — or More

Remember that deductions are
not “dollar-for-dollar” subtractions
(like tax credits are) from your
total tax bill.

'The irony of lower tax rates as we see here
or as we witnessed during the Ronald Rea-
gan presidency in 1986, is that they make
deductions less valuable. Remember that de-
ductions are not ‘dollar-for-dollar” subtrac-
tions (like tax credits are) from your total
tax bill. This is a significant item that many
taxpayers completely forgot when President
Trump’s new law took effect.

'The standard deduction is the amount fil-
ers can subtract from income if they don't
list as “itemized” write-offs on Schedule A.
As a result, a filer’s itemized deductions for
2018 will need to be greater than the new
standard-deduction amounts for the filer to
benefit from itemizing.

For example, say that a couple donates
$10,000 to charities each year, but their mort-
gage is paid off and their only other item-
ized deduction is $10,000 of state and local
taxes, for a total of $20,000. In this case the
couple will opt for the standard deduction of
$24 000 because it exceeds the $20,000 total
on Schedule A. In essence this couple won't
get a specific tax benefit for giving to charity
on their 2018 return.

CHARITABLE GIVING USING IBC
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Tricky Tax Concept

As you can see, itemized deductions are a
somewhat tricky tax concept when you think
about it. It was Congressman Donald Pease
from Ohio who realized that you get to de-
duct certain expenses youve paid all year
when you itemize, many of them quite nec-
essary, such as mortgage interest, state and
local property taxes, and charitable contribu-
tions. Of course, the more you earn, the more
you can spend on these things, so wealthier
taxpayers were getting some pretty signifi-
cant deductions.

'The Pease Limitation, (named after Con-
gressman Donald Pease), was an overall re-
duction on itemized deductions for higher-
income taxpayers that had been in effect for
most of the years between 1991 and 2017.
The rule reduced the value of a taxpayer’s
itemized deductions by 3% of adjusted gross
income (AGI) over a certain threshold. The
3% reduction continued until it phased out
80% of the value of the taxpayer’s itemized
deductions. The Pease Limitation was elimi-

nated as part of the recent tax reform package.

For non-wealthy charitable donors who
want a tax break, there are ways within
the new tax structure, although they have
their limitations. One of the more popu-
lar is to “bunch” donations every few years
to surmount the higher standard deduction
thresholds. For example, suppose a couple
originally donated $10,000 every year to a
charity. In the new environment, they could
donate $20,000 every ozher year to the char-
ity, taking the standard deduction in the off-
years, and (assuming they had enough other

There are ways within the new
tax structure, although they have
their limitations. One of the more
popular is to “bunch” donations
every few years to surmount

the higher standard deduction
thresholds.

deductions) probably surpassing the now-
standard $24,000 deduction on the years
when they made the large donation. Just be
sure to always remember that these are not
dollar-for-dollar tax reductions, a realization
that may people forget or simply confuse.

Givers who are not wealthy can also con-
sider donor-advisor funds which can enable
donors to bunch smaller gifts into one large
amount and take a deduction in the year of

CHARITABLE GIVING USING [BC
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the gift. The donor can then designate chari-
ties with advisor privileges over how their ac-
count is invested later. Meanwhile, the assets
can be invested and grow tax-free. Just keep
in mind that this strategy has significant fees
associated with it. They are charitable invest-
ment accounts where you can deposit cash,
securities or other financial instruments, but
you do have to surrender ownership of any-

thing placed in the fund.

Givers who are 70% or older have another
option if they have individual retirement ac-

counts (IRAs). These are tax qualified plans
like a 401(k) or a 403(b) and the like. Just
contact your IRA trustee and ask them to
make the charitable gift directly to an IRS-
approved charity. It’s really as simple as that.
Except make sure you understand that you
will first have to pay the tax because your
qualified plan has only been deferred. Now
you would be pulling out the investment and
the tax would be due.

There are a few other tricks like avoiding
the capital gains tax on investments by giv-

ing stocks or other appreciated assets. Art-
work and antiques have increased in value
recently so don't overlook those. Even the
very wealthy give noncash donations spe-
cifically because of the tax advantages. Al-
though charity is simply a matter of good-
will and generosity, the present environment
demonstrates that givers need an incentive
to give and it needs to be a tax break.

But I will say right here and now that by
far the best viable option for charitable giv-
ing, whether you are a wealthy taxpayer or

Givers who are not wealthy can
also consider donor-advisor funds
which can enable donors to bunch
smaller gifts into one large amount
and take a deduction in the year of
the gift.

not, is Nelson Nash’s Infinite Banking Con-
cept (IBC). I have been practicing this strat-
egy for years and so have many of you. You
simply borrow the money for your charitable
gift directly from your life insurance policy.
It’s easy, fast and best of all, tax-free. But keep
in mind that IBC is not an investment, nor is
it a function of the IRS code, it’s life insur-
ance. All important points you have heard
Bob and me talk about before in our books,
the Lara-Murphy Report, and our podcasts.

But my main message in this article is that

CHARITABLE GIVING USING IBC
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IBC was instrumental in allowing me to
give generously (especially) at a time when
churches were losing donations from mil-
lions of taxpayers. This is why I have be-
come convinced that IBC can help anybody
give to any charities advantageously, not just
churches. The timing could not be any bet-
ter than now to help millions of taxpayers
understand the merits of IBC and what it is
capable of providing in the area of charitable

giving.

Tithers Only Make Up 10-25 Percent of
Any Congregation

When I became a Christian in 1976 1
joined a church congregation that did not
believe in tithing.

Tithing, as you know, means that you
give 10% of all the money you earn to your
church, but that was not the case at this con-
gregation. We were expected to simply give
generously as we were able, consequently I
gave generously, but never kept up with how
much I gave. In 2010 I joined a church con-
gregation that believed in tithing and so I

tithed, but once again, never gave it much
thought. I simply gave my accountant the
numbers and he worked out the details.

In 2014, my wife and I experienced what
is known as a “church split.” We left our
church along with 20 other couples with
the idea that we would start a new church.
After 3 years of renting a school house, we
are about to complete our church structure
valued a $20 million . However, to support
this endeavor each member was asked to

But | will say right here and now
that by far the best viable option
for charitable giving, whether you
are a wealthy taxpayer or not, is
Nelson Nash’s Infinite Banking
Concept (IBC).

pledge amounts in excess of their annual
tithes. Each annual pledge in addition to our
tithes would be paid each year for three con-
secutive years. All this represented a major
contribution for us and all of a sudden, the
numbers became much more serious. These
expenditures came to light precisely during
my 2018 tax year. That’s when I first realized
the impact and implications of the new tax
law up close and personal.

I remember telling my wife how glad I was
that I could rely on my IBC banking policy.
We knew we wanted to make these pledges
to help our congregation build that church

CHARITABLE GIVING USING [BC
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building and IBC had helped us easily make
those commitments. We have to believe that
others would want the very same opportu-

Illty.

Conclusion

Charitable gifts plunged in the first year
under the new tax law. The law cut individu-
al taxes, but it also dramatically changed the
incentives for charitable giving in ways that
left nonprofits wondering what would hap-
pen long term.

'The main point in this article is that these
new tax rules are expected to continue for
five years, perhaps longer, and so the prob-
lem that charities, especially churches, are

We were expected to simply give
generously as we were able,
consequently | gave generously,
but never kept up with how much

| gave. In 2010 | joined a church
congregation that believed in
tithing and so | tithed, but once
again, never gave it much thought.

experiencing will continue to grow as well.
Our chance to introduce IBC to charities in
need is actually a ‘win-win’ opportunity for
everyone. Authorized IBC Practitioners and
their clients should begin the IBC introduc-
tion especially to their church members.

'The opportunity I have spoken about is
tremendous just always keep in mind that to
be of real service to our clients, church mem-
bers and all other charities, always consult
with your accountant about all tax matters
so that IBC can be better understood by the
general public in light of the new tax law. If
we really want to grow the 10% there is no
greater opportunity to do so than this one
right now.
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Jeffrey Snider is the Head of Global ¥
Research at Alhambra Investments.
Though his work makes it sound
like he is an economist, he claimsno ¢
such thing. Rather, through intense
personal study he has developed a
very different sense of especially the
hidden inner workings of the global
monetary system—beginning with
the fact that it is a global money
system.
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Lara-Murphy Report: How did you discover Austrian economics?

Jeff Snider: I had a professor in college who was unconventional in both
his style of teaching as well as what he taught. He had been the only one
who had suggested that there were
other ways beyond the orthodox

view of looking at the world. Sound “It was later that I discovered things
money, malinvestment, and, most of like chaos theory and fractals which
all, the pretense of knowledge. made intuitive sense to me, the

unpredictability of complex systems
that Friedrich Hayek had written
about right at the time econometrics
was taking over.”

It was the last one which really reg-
istered with me. I had gone into
economics hoping to learn some-
thing about, you know, the econ-
omy and whatnot. Instead, it was
models, math, and statistics. Simple
regressions based on subjective assumptions and we were supposed to be-
lieve that these would allow anyone with a few equations to compute pre-
cise, predictable outcomes.

It was later that I discovered things like chaos theory and fractals which
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made intuitive sense to me, the unpredictability of complex systems that
Friedrich Hayek had written about right at the time econometrics was tak-
ing over.

LMR: The Fed has continued to intervene in the repo markets, even though
some analysts originally assured the public that the spiking interest rates
in mid-September were one-oft events, such as corporate tax bills coming
due. You were publishing research
on the repo (and related markets)
for some time now, well before oth-
ers were paying attention. Do you
think the instability in the repo

market signifies deeper problems?

“In September, there is lower low

point [of liquidity] that relates to

the factors you and everyone else
has cited. But here’s the thing:

everyone knows about them well in JS: Yes, and there are several is-
advance. This wasn’t some surprise sues which have been conflated
shock event.” and misconstrued to make it seem

like there is nothing going on here.

The first is the technical factors be-

ing cited. Those are, were, very real.
'There are seasonal low points in terms of liquidity scattered throughout the
yearly calendar. Everyone knows about quarter-end window dressing, for
instance.

In September, there is lower low point [of liquidity] that relates to the fac-
tors you and everyone else has cited. But here’s the thing: everyone knows
about them well in advance. This wasn’t some surprise shock event. Anyone
who is participating in liquidity markets had a nearly precise idea of just
how much these factors would sub-
tract from capacity, almost down to
the penny.

And still, “something” unusual hap-
pened anyway. The seasonal low
point wasn't the cause of the repo
event, it exposed deeper problems
in the global liquidity structure. A
shyness among money dealers to

provide liquidity as needed that has
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been increasingly evident going back to the early months of 2018.

Fed funds and repo rates have been moving higher (spreads) along with

the appearance of other fundamen-
tal liquidity indications suggesting
negative pressures. Together, these
have told us that dealers were more
and more reluctant to deal in liquid-

ity long before September 2019.

So, instead of wondering about cor-
porate taxes and the level of bank
reserves the Fed operates, we have
to ask ourselves about what it is
that might be causing these insider
dealer participants to sit on their
hands even when there are enor-

“So, instead of wondering about
corporate taxes and the level of
bank reserves the Fed operates, we
have to ask ourselves about what
it is that might be causing these
insider dealer participants to sit on
their hands even when there are
enormous spreads sitting there in
front of them.”

mous spreads sitting there in front of them, the unusually high repo and
ted funds rates on an otherwise predictable low point in the seasonal cal-
endar. That’s the real issue, the one that the Fed can’t do much about (and,

by the way, hasn't).

LMR: In your writings you have pointed out that the Fed all along had a
mechanism by which borrowers could obtain short-term loans if they put up
good collateral: the discount window. Yet during both the financial crisis of
2008 and now, the discount window has been ignored while the Fed comes

up with new programs, such
as the Term Auction Facil-
ity (TAF) back in 2007-08,
and the large repo opera-
tions now. Can you explain
what’s going on here?

JS: The Discount Window,
which was effectively and
purposefully rebranded as

Primary Credit all the way
back in 2003, is the Fed’s
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standing mechanism for its lender-of-last-resort function. But there will
never be a time when anyone will use it in any size. Everyone knows that,
because use of Primary Credit is transparent, the day you go to the Fed for

funding it is your last day in business.

Stigma.

“Once the rest of the marketplace
sees your name published on
the Primary Credit roll, it will

immediately be assumed that you

are a deeply troubled institution
and whatever marginal funding
you’ve been able to piece together
to remain afloat to that point will
disappear the day after the Fed
publishes the list of Primary Credit
borrowers.”

Once the rest of the marketplace
sees your name published on the
Primary Credit roll, it will imme-
diately be assumed that you are
a deeply troubled institution and
whatever marginal funding you've
been able to piece together to re-
main afloat to that point will disap-
pear the day after the Fed publishes
the list of Primary Credit borrow-
ers.

Without a standing facility to take
care of any potential trouble spots,
it has left the central bank to be-
come more creative; some might say

contradictory. Transparency, central bankers tell us, is an unqualified good
thing and yet here they are designing ways to preserve absolute anonymity.
To hide names and even amounts (by designing liquidity programs that

“everyone” is encour-
aged to borrow/fund
from at round number
allotments in order to
disguise how much of
a shortfall might actu-
ally be taking place), to
obfuscate as funding
strains emerge.

'The Fed did this origi-
nally in December 2007
with TAF auctions; a
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blanket $25 billion (times two) auction of “liquidity” under cover of ano-
nymity (it was only years later that the auction list was forced into the
public, only for the public to discover that it was, by far, US subsidiaries of
foreign banks who were so short of dollar funding). By purposefully keep-

ing things under the surface so that
“the market” could never tell at least
by the Fed’s actions just how seri-

: “The reason there was a Global
ous things had become.

Financial Crisis in 2008, the only

It isn't exactly analogous, but the reason there could have been, was

overnight repo operations and now that there exists a global monetary
the not-QE small-scale asset pur- system operating largely in the
chase plan include many of those shadows offshore.”

same elements for the same reasons.

'The Fed can tell you that there is

nothing to see here at the same time they won't give you any information
which might show otherwise. Just a bunch of dealer banks bidding for the
same overall amount of funding.

In the repo operations, the Fed has offered and continues to offer round
number allotments (originally $75 billion, now interestingly increased to
$145 billion) which are bid on, in a recent twist, only by the 24 primary
dealers. Authorities are not intervening in repo—at all. Instead, they are
increasing the level of bank reserves those 24 dealers have access to with
the idea that they will then
lend these new reserves in
repo and fed funds to “any-
one” who might need the

funding.

No one but private primary
dealers need know anything
about those “anyones.”

Like TAF, the purpose isn’t
necessarily technical and
immediate funding re-
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quirements, the real purpose of the repo operations and not-QE is to reas-
sure the public that things are being handled so long as you don't think too
deeply about how.

LMR: One of the ap-
parent problems with
the theory blaming
the financial crisis

“Every single market indication,
every liquidity indication, uniformly

of 2008 on the U.S. and unequivocally declares that we
housing bubble is that still have a global dollar problem no
the crisis was a global matter how many QEs or the level of
phenomenon. How bank reserves (into the trillions).”

do you explain this in
your framework?

JS: Subprime mortgages were never, ever enough to create so much damage and
havoc in the US let alone spread out globally—permanent and lasting damage.
When you looked at the list of who it was that had been bidding for TAF liquid-
ity, for example, you found out that the names were mostly German and European
banks (their US subsidiaries). On top of that, the Fed was conducting overseas US$

swaps with primarily European central banks (along with the Japanese).

Why were financial institutions spread all throughout the world so desperate for, of
all things, US$ funding?

'The reason there was a Global Financial Crisis in 2008, the only reason there could
have been, was that there exists a global monetary system operating largely in the
shadows offshore. That’s what the

term eurodollar means—offshore

dollars.

EAEYA 1_&1,

It has taken on very strange forms
in that it is entirely an interbank
system, a network of bank liabilities
that span the globe, all denominated
in US dollars. It is a ledger system,
almost virtual currency because it

contains little if any physical US
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dollars within it.

Without any effective lender-of-last-resort (for several reasons, including
the problems with Primary Credit), there was no effective means to han-
dle what was really simple, traditional currency inelasticity. A global dollar
shortage already sounds strange, but one where there are no dollars nor any
effective central bank operating within it presents a whole variety of nega-
tive potential factors.

And they, not subprime mortgages, combined to give us the world’s first
large-scale bank panic since the Great Depression. But it wasn't like prior
versions throughout history; there were only banks panicking. Unlike the
thirties, there were no long lines of regular everyday folks queued up out-
side of ATMs desperately trying to convert deposit liabilities into currency
and cash.

Again, this was an interbank market breakdown. It was long lines of inter-
bank counterparties desperate to cut ties with anyone who couldn’t other-
wise liquify their assets—of all kinds, not just subprime MBS—who were
then left in the funding wilderness with only increasingly negative meth-
ods to try and stay afloat.

Without any means to intervene, the system’s fate was probably sealed once
subprime mortgages, really subprime MBS structures and the way they
were funded (globally offshore), began to be reconsidered. Subprime wasn’t
the crisis, it was merely the first catalyst for doubting the way in which this
global offshore dollar system had worked.

LMR: Finally, what do you think most financial commentary is missing?
Is there a major myth or misconception that plagues the typical reporting
on financial markets?

JS: 'There is no account for the actual monetary system as it is, there are

only assumptions and shorthand. We are all taught from the very begin-
ning, “Don't fight the Fed.” Why?

We are supposed to just believe that because Ben Bernanke in Novem-
ber 2002 said the Fed possesses the mythical printing press therefore the
central bank, any central bank, has the money side of things covered and
handled. It was the myth of the “maestro,” Alan Greenspan, after all.
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But how do we reconcile that view with the somehow Global Financial
Crisis? At the very least, people should get the feeling that even central
bankers must’ve missed something big. The very fact that 2008 happened at
all, demonstrated conclusively that there are large gaps in how we under-
stand the modern financial system.

Rather than investigate those gaps, in the post-crisis era the public has in-
stead been put back to sleep by the dazzle surrounding quantitative easing,
or QE. It must have been “money printing” because everyone says it was.

And yet, every single market indication, every liquidity indication, uni-
formly and unequivocally declares that we still have a global dollar prob-
lem no matter how many QEs or the level of bank reserves (into the tril-
lions). The bond market, which is more than bonds and is made up of these
very same global banks in question, has been telling you and anyone open
enough to listen that QE wasn’t money printing. At best, it was an asset
swap (and arguably a hurtful one).

Rather than figure out for ourselves how things really work in the money
system, we are supposed to just fall back on the myth of the “maestro.” No
matter how badly things turn out, no matter how many obvious contradic-
tions like predictable calendar low points turning into a global front page
story, we are just supposed to believe that central banks have it all covered
no matter how many times it’s pretty obvious that they don't.

I don't think this is exactly what Hayek had in mind when he talked about
the pretense of knowledge, but it sure follows the mainstream course laid
out all that time ago that he had been criticizing.
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Note: The economists and financial professionals interviewed in the LMR are given the
freedom to express their views, without necessarily implying endorsement from the editors.
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