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Forgive Us Our Debts

DO YOU WANT TO KNOW WHY THE WORLD IS
drowning in debt? Because promoting
indebtedness is a matter of public policy. It has
been for a long time—3,797 years, anyway.
Debtors get bailouts, handouts and windfalls.
People with clean balance sheets do not.

It's worth thinking about not only when you
look at the economic mess were in but when
you look around for a place to put your money.
This issue of the magazine features a big push
for real estate (see p. 36). Load up on some debt-
financed real estate, which you can do by either
buying buildings with mortgages or owning
investment trusts that do that. That way, when
the next round of loot is dished out to debtors,
you'll get your share.

How does public policy reward debtors? There are four ways.

The first is via loan forgiveness. As historian Niall Ferguson
tells us, this kind of windfall goes back to at least 1788 B.C., when
King Rim-Sin of Ur ordered a cancelation of all debts. Debtors
outnumber creditors, so it’s safe to assume this enhanced the
king’s standing in the polls.

Today’s version of Rim-Sin is politicians falling all over
themselves to bail out improvident home buyers and the banks
that lent to them. This generosity will be financed by taxes on
people who are frugal.

The Obama Administration is going to forgive some of the
college loans owed by people who take public service jobs. It's
hard to think of a worthier soul than the debt-burdened grad

who passes up a lucrative Wall Street career in
order to be a teacher or nurse. But wait a minute.
Shouldn’t the rewards go to all the nurses, not
just the ones who borrowed to the max? How
about a pay raise instead?

All kind-hearted liberals favor debt
forgiveness for the Third World. Call me a
Scrooge, but I don't like this. I'd take the same
dollars of aid and hand them out in a different
way: not according to which impoverished
nations run up the biggest tabs but according to
which ones do the most to promote democracy,
entrepreneurship and women's rights.

Next form of debtor aid is credit guarantees.
When the government wants to subsidize a
factory, small business or windmill, it does so by
cosigning the loan. Conservatively financed ventures miss out.

Third on the list is the deduction for interest, which assists
homeowners, students and corporations that are hocked up. It’s
the stupidest and the most popular deduction in the tax code.

Last item is inflation, and this is where your debt-financed
real estate comes in. It’s too early to say whether the Federal
Reserve, which has doubled its assets in the past year, will end up
destroying the value of a dollar. But if it does, you can get a
windfall. Borrow dollars now and pay them back with the funny
money Ben Bernanke throws out of his helicopter.

foildign Beldwr~

Forbes

Editor-in-Chief Steve Forbes

Editors William Baldwin | Paul Maidment
Managing Editors Mia Haugen | Carl Lavin | Stewart Pinkerton | Tom Post | Bruce Upbin
Editor, Forbes Asia Tim W. Ferguson
Executive Editors Dan Bigman | Elizabeth Corcoran | Michael Noer | Larry Reibstein | Tunku Varadarajan | Neil Weinberg | Melanie Wells
Art and Design Director Robert Mansfield « Editorial Counsel Kai Falkenberg « National Editors Quentin Hardy | Janet Novack | Michael K. Ozanian
Department Heads Frederick E. Allen | Mark Decker | Parker Gowan | Steve Kichen | Michael Maiello | Lucy Maher | Deborah Markson-Katz
Robyn Meredith | Matthew Miller | Brett Nelson | Ann Rafalko | Anita Raghavan | Matthew Schifrin

FOUNDED IN 1917

B.C. Forbes, Editor-in-Chief (1917-1954) Malcolm S. Forbes, Editor-in-Chief (1954-1990) James W. Michaels, Editor (1961-1999)

August 3, 2009 » Volume 143 * Number 2

FORBES (ISSN 0015 6914) is published biweekly, monthly in July, with an extra issue in September, by Forbes LLC, 60 Fifth Avenue, New York, NY 10011, Periodicals postage paid at New York, NY and at additional
mailing offices. Canadian Agreement No. 40036469. Return undeliverable Canadian addresses to DHL Global Mail, 355 Admiral Blvd., Mississauga ON L5T 2N1, Canada. GST # 12576 9513, RT. POSTMASTER: Send
address changes to Forbes Subscriber Service, P.O. Box 5471, Harlan, 1A 51593-0971

Subscriptions: U.S.A,, one year $59.95. Canada, one year C$89.95 (includes GST). Forbes Subscriber Service is always available online. To subscribe, change your address, or for other assistance, please visit
www.forbesmagazine.com. You may also write Forbes Subscriber Service, P.O. Box 5471, Harlan, IA 51593-0971 or call 1-515-284-0693. To purchase back issues of Forbes magazine, call 1-212-367-4141

Mailing List: We make a portion of our mailing list available to reputable firms. If you prefer that we not indlude your name, please write Forbes Subscriber Service at the address above

Where necessary, permission is granted by the copyright owner for those registered with the Copyright Clearance Center (CCC), 222 Rosewood Dr., Danvers, MA 01923, to photocopy articles owned by Forbes
for a flat fee of $2.25 per copy per article. Send payment to the CCC stating the ISSN (0015 6914), volume and first and last page number of each article copied. Copying for other than personal use or internal
reference, or of articles or columns not owned by Forbes without express permission of Forbes or the copyright owner is expressly prohibited

To order reprints, call 212-620-2399 or e-mail reprints@forbes.com (minimum order 250). To request permission to republish an article, call 212-620-2434 or fax 212-206-5118. Reprints reproduced by others are
not authorized.

Copyright © 2009 Forbes LLC. All rights reserved. Title is protected through a trademark registered with the U.S. Patent & Trademark Office. Printed in U.S.A.

14 FORBES AUGUST 3, 2009

STEPHEN WEBSTER FOR FORBES



