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FUTURE OF FINANCE
Tom Anderson reports back from an event he says 
was the most “ intel lectual ly st imulat ing in [his]  40 
years in f inancial services.” You may have seen 
coverage of i t  in the Wal l  Street Journal,  or you 
may have read about i t  in his  blog, but we wanted 
to make sure you didn’t miss i t ,  because in addi-
t ion to i t  being a great honor to us al l  that he was 
invited, he brought back some interest ing ins ight.   
“On March 23-24, I  part icipated in the Wal l  Street 
Journal sponsored “Future of F inance Init iat ive” in 
Washington, D.C. Whi le in i t ial ly conceived as a 
forum of f inancial  experts who would help the 
Obama Administ rat ion def ine the future of the 
country’s f inancial  system, part icipants quickly 
modif ied the agenda to deal with current and 
press ing cr ises as wel l .  

The results  of the work of the 86 invited experts 
was publ ished in the March 30th Wal l  Street Jour-
nal.  Pr ior  to publ ica-
t ion, the forum 
presented their  
recommendations in 
a White House br ief-
ing with Larry Sum-
mers,  the Pres ident’s 
Ass istant for Eco-
nomic Pol icy and 
Director of the 
National Economic 
Counci l .

Whi le t ime did not 
al low for the develop-
ment of a compre-
hensive road map, 
the part icipants were 
able to reach consen-
sus on 20 recommen-
dations,  many of 
which echoed 
programs already underway. This  was no easy 
accomplishment,  consider ing the widely diverse 
points of v iew represented. In fact,  one part ici-
pant actual ly abstained from vot ing on the 
recommendations,  presumably out of protest.  The 
wide-ranging group consisted of some of the 
t i tans of Wal l  Street and the publ ic sector,  such as 
Arthur Levitt ,  former Head of the SEC; Paul 
Volcker,  Chairman of the Economic Recovery 
Advisory Board; Gary Cohn, Pres ident of Goldman 
Sachs;  and Damon Si lvers,  Associate General  
Counsel ,  AFL-CIO.  Nevertheless,  everyone 
checked their  egos at the door and there were 
s incere efforts  by al l  part icipants to take the chal-
lenge ser ious ly and to try to help the nation’s 
f inancial  system recover and progress in the 
future.

Whi le i t  i s  not poss ible to recount al l  20 recom-
mendations in this  newsletter,  some interest ing 
points can be shared. F i rst ,  although many of the 
part icipants represented investment f i rms,  banks,  
and broker/dealers as wel l  as regulators of Wal l  
Street,  they were quick to suggest f inancial  
system improvements to reduce systemic r isk that 
required more regulat ion of themselves.  This  
object iv i ty was refreshing and appropr iate.

Overal l ,  I  perceived a s incere sense of purpose 
and the recognit ion within the forum of the need 
to develop and deploy systemic science so that a 
s imi lar cr is i s  does not reoccur.  I  am personal ly 
proud of almost s ingle-handedly championing the 
inclus ion of foreclosure reform from the approxi-
mately 80 suggest ions or iginal ly drafted, to the 
f inal  twenty. I  feel  st rongly that continued fore-
closures wi l l  not only displace more Americans,  
but wi l l  cont inue to erode the value of the secur i -
t ized mortgage market,  exasperat ing the credit

f reeze, requir ing more government intervent ion
and def icit- f inancing and leading to more 
joblessness.  Whi le there is  a consensus that not al l  
Americans wi l l  be el igible for rel ief ,  I  feel  there is  
a need to stem the t ide of foreclosures for respon-
s ible Americans,  many of whom were duped by 
f raudulent mortgage brokers.  Besides,  there is  no 
upside when someone is  foreclosed on. Both 
borrower and lender are adversely affected, as is  
the overal l  economy. Furthermore, the efforts  of 
the committee that deal with the socio-economic 
aspects of the f inancial  cr is i s ,  i f  acted upon, 
should help heal the current cleavage between 
Main Street and Wal l  Street,  by providing a sense 
of order and control  that wi l l  restore U.S.  con-
sumer and global conf idence in the American 
f inancial  system.”

Anderson was one of 86 f inancial experts selected to make 
recommendations about our Nation's f inancial future.

Read more about the Future of F inance Init iat ive, the 20 recommendations, 
Tom’s thoughts on i t  al l  in his blog: www.selfdirectedira.com 
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Tom Receives Velocity 
Entrepreneurial  Leadership Award

A.  We receive these types of quest ions quite 
f requently;  however,  we cannot recommend 
specif ic investments or investment st rategies as a 
self-di rected ret i rement account custodian -  we 
must remain neutral .

That being said, I  would agree that i t  makes sense 
to consider alternat ives for your ret i rement savings,  
as opposed to putt ing al l  your ret i rement eggs in 
the stock market basket.   General ly -  although not 
in the current downturn, real estate and the stock 
market are not correlated and, therefore, don’t 
move up or down in relat ion to each other.   The 
same goes for pr ivate equity,  which essent ial ly r i ses 
and fal ls  with the qual i ty of the innovation.  For 
example,  an innovation that takes advantage of a 
down economy and is  launched then, might fare 
better than when implemented when the economy 
is  booming (e.g.,  something associated with cost 
reduction, etc.) .   In any event,  having a mix of 
investment types,  including cash (which is  a 
buffer) ,  i s  the best way to plan for success and to 
minimize the potent ial  for large losses.   

In today’s environment,  with t ight credit ,  we see 
IRA money being lent to borrowers who are other-
wise locked out of bank loans.   The r isk of these 
loans can be mit igated by secur ing the loans to 
col lateral  l ike real estate, equipment,  or accounts 
receivable, etc. One example comes f rom a com-
pany that special izes in making loans to rehabbers 
who, us ing investor funds f rom IRAs,  are buying 
repossessed propert ies f rom banks at below market 
value, in states with heavy devaluation.  They are 
then putt ing in $15,000 to $30,000 in improvements 
and sel l ing them at pr ices above the previous 
market.   In some cases,  these can generate a 200-
300 percent return in 90 days.  

Another countercycl ical  investment that is  
current ly improving in this  market is  the purchase of 
tax l iens.   As people are foreclosed on, they typi-
cal ly stop paying taxes.  Municipal i t ies wi l l  sel l  the 
tax l ien to investors for much-needed funds in the 
short term, and guarantee i t  upon col lect ion.  I f  the 
owner never pays the tax, and the property goes al l  
the way through to foreclosure, the tax l ien inves-
tors get t i t le to the property for the cost of the l ien.  
This  i s  not common, but does happen on occasion.  
Hopeful ly,  a search on the Internet wi l l  help you 
f ind s imi lar opportunit ies.   Be sure to check the 
credentials  of any f i rm you deal with so that you’re 
certain they have a good track record and refer-
ences.

 

The information presented within this  newsletter i s  provided by 
PENSCO Trust for educational purposes only and is  not 
intended as,  nor should be rel ied upon as tax,  legal,  nor 
investment advice. Please seek profess ional guidance when 
making your own investment decis ions.  

Q.   With the stock market st i l l  
bear ish and volat i le,  I  am consid-
er ing other alternat ives for my 
ret i rement account.   What k inds 
of investments would you recom-
mend for boost ing my ret i rement 
account in today’s environment?

On Saturday, March 7th, Tom Anderson was 
awarded an Entrepreneur ial  Leadership Award 
for his  efforts  to advance entrepreneurship by 
Velocity (an MBA entrepreneur ial  educational 
program hosted by the Univers i ty of Cal i fornia, 
Berkeley, Indiana Univers i ty and Rice Univers i ty).  
Mr.  Anderson was a speaker at the forum and he 
discussed his  exper iences surrounding the forma-
t ion of PENSCO Trust Company, as wel l  as the 
nature of i ts  business.  The MBA students were 
surpr is ingly quite interested in the discuss ion 
about how IRAs have been used by entrepre-
neurs to fund thousands of smal l  businesses in the 
U.S.  This  message was part icular ly wel l  received 
due to the current constraints in the tradit ional 
capital  markets and the t ightened credit  s i tua-
t ion in today's economy. One student wrote that 
upon returning to Los Angeles after the event,  
she discovered at a cocktai l  party,  that one of 
her close f r iends was 
forming a bank 
through IRAs adminis-
tered by PENSCO Trust!
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For two days (March 5th and 6th),  PENSCO Trust 
hosted a symposium where 10 expert speakers gave 
an audience of approximately 100 profess ionals a 
heavy dose of self -di rected invest ing poss ibi l i t ies 
and opportunit ies.      One of the highl ights was the 
test imonial  by the two founders of PWAI,  whose 
business was started by PENSCO IRA investors.  They 
were ecstat ic that whi le other avenues in today's 
capital  markets were vi r tual ly non-existent or 
unavai lable to them, they were able to attract the 
needed capital  f rom the IRAs of f r iends,  fami ly and 
business associates.  They are proceeding to get a 
patent on their  new hair  color ing technique, and 
already their  product is  attract ing interest f rom 
some of the largest f i rms in the business.  They are so 
happy, they want to go on national TV to tel l  every-
one that dreams for a new business can come true 
us ing self-di rected IRAs.

PENSCO Trust Symposium NYC

penscotrust.com/symposium


