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Dr. Doom Runs for Senate

Perpetual bear Peter Schiff contemplates a move

Into politics.
By Michael Brendan Dougherty

PETER SCHIFF is offended. “Nobody
has ever contacted me from any of the
congressmen to say, ‘Hey, you saw this
financial collapse coming, you nailed it
exactly,” he says, adding impatiently, “I
pretty much got it exact.”

If nobody from Washington wants to
call him, Schiff figures, he will call Wash-
ington. “I don’t seem to be able to make
a difference as a private citizen. No one
there seems to care what I say,” he com-
plains. He plans to make them care by
challenging Sen. Chris Dodd in 2010.
“People say things can’t be changed in
there,” he says. “If they're right, then the
country is finished.”

Schiff is president and chief global
strategist of Euro Pacific Capital, a bro-
kerage firm in Westport, Connecticut,
one of the richest towns in the richest
county in America. Over the past five
years, he has achieved notoriety as a
talking head on financial news outlets
like CNBC and Fox Business. TV book-
ers began to like him for his contrarian
views on the economy. He was “Dr.
Doom,” a “perma-bear,” a “doomsayer.”
He served as a punching bag for the pin-
striped optimists telling us to buy, buy,
borrow, then buy some more.

Now he is offended because he was
right. After Bear Stearns collapsed and
AIG had to be rescued shivering in a
financial alleyway, a video emerged on
YouTube entitled “Peter Schiff Was
Right,” compiling clips of his predictions
of financial disaster and the dim-witted
hosts who laughed at him. The video

was broadcast on “The Daily Show,”
making him a minor Internet celebrity.

According to Schiff’s own estimates,
however, his bookings are down 75 per-
cent. The financial networks lost ratings
as the gloom settled on them, and now
they are filling the airwaves with talk of
impending recovery. But where Art
Laffer and Larry Kudlow see “green
shoots,” Schiff finds rot. He believes that
the bad times are going to get much
worse: “This was just a financial crisis, a
symptom of the economic crisis to
come.”

In his 2006 book, Crash Proof: How to
Profit From the Coming Economvic Col-
lapse, Schiff compares the world econ-
omy to an island on which five Asians
and one American have been stranded.
The castaways get hungry and devise a
system in which the Asians divide up the
work of hunting, farming, cooking,
preparing, and serving the food, while
the American is assigned the job of
eating. “Modern-day economists,” Schiff
writes, “would have you look at the situ-
ation just described and believe that the
American is the lone engine of growth
driving the island’s economy, that with-
out the American ... the Asians on the
island would be all unemployed.” In the
real world, Schiff speculates, the only
reason Asians have not voted Americans
off their economic island is the stub-
bornness of Asian central banks that
continue to accept America’s dollars, or
as Schiff calls them, “worthless IOU’s.”

He predicts that Asia will decouple

itself from the debt-ridden caboose that
is the American economy and turn its
savings into domestic consumption.
That process will leave America in a
heap while Asians play with their new
toys. The financial strategy of Euro Pac
is designed to protect Schiff’s clients
when the dollar drops to zero. He does
not welcome America’s collapse, but he
will be ready. He’s been preparing for his
whole life.

Schiff’s parents divorced when he
was young. He and his brother Andrew
often moved as their mother changed
jobs, from Connecticut to Manhattan,
then to Florida and southern California.
But their father, Irwin, still exercised
considerable influence on his boys, par-
ticularly when it came to understanding
economics.

Irwin Schiff was born into a large,
middle-class, Roosevelt-loving Jewish
family. His father immigrated to the
United States after living in Russia and
Poland at the turn of the century. “He
came here with nothing,” Peter says.
Irwin’s father made a living as a carpen-
ter, and Irwin attended the University of
Connecticut, earning a B.A. in account-
ing and economics. The brothers still
don’t know when and how their father
became so ardent a follower of the Aus-
trian school of economics, a free-market
philosophy that detests central banks
and wants to see a return to a gold-
backed dollar. “We know where we got
our economics,” Andrew says, “But we
can’t explain how our father came to it.”
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Irwin threw himself into the 1960
Goldwater campaign in Connecticut and
became well known among Austrian
economists in America. His attempt to
impart that school to his two young sons
turned into books like How An Econ-
omy Grows and Why It Doesn’t, an
introductory economics lesson in the
form of a comic book, which is now
available online.

In 1974, Irwin Schiff moved from
merely criticizing government interven-
tion in the economy to actively resisting
it. He scratched out “U.S. Individual Tax
Return” from the top of his 1040 form
and replaced it with the words “U.S Indi-
vidual Income Confession,” then wrote
in various assertions that the income tax
was unconstitutional. Irwin’s attempt to

Schiff graduated from UC Berkeley in
1987 with a degree in finance and
accounting and began working at Shear-
son Lehman Brothers. “I could see the
clients were getting ripped off,” he says.
“We were pushing a lot of crap on them.
I wasn’t, but most were.” The firm was
unloading shares of stocks they were
paid to sell, a conflict of interest, he
says, “and the client came out on the
short end.”

Schiff decided to leave Shearson. He
stayed at his dad’s apartment in New
York as Irwin left for yet another prison
sentence, took over fulfilling orders for
his father’s books, and spent a few
months in Europe to clear his head.
Then he returned to California, where
he still had his license, and worked for a

IN ADDITION TO HIS IMPRISONED FATHER AND RADICAL IDEAS, SCHIFF
HAS ANOTHER ELECTORAL HURDLE: HIS LIKEABILITY—OR LACK THEREQF.
THE CERTAINTY OF HIS PESSIMISM CAN BE UNNERVING.

prove to the United States government
that its main source of revenue was ille-
gitimate and immoral earned him a con-
viction for tax evasion in 1978. He was
jailed for the first time in 1980. But that
didn’t deter him. In the 29 years since,
Irwin has spent nearly 9 years in jail and
is currently serving a 13-year sentence at
the Terre Haute Federal Correctional
Complex. He is set to be released in
2016, when he will be 88.

Though neither of his sons will discuss
the emotional toll this has taken on their
family, by 1980, Peter had begun urging
his father to cease what he saw as futile
resistance. He admits today that he finds
Irwin’s intellectual case compelling, but
is completely disinclined to imitate his
father’s radical methods or his idealism.
“The problem with my father is that he’s
not practical,” Peter says coldly. “He was
always going to lose.”

small firm with another broker, Mark
Anderson. The two spent days and
nights cold-calling prospective clients.

As the '90s edged toward a tech-stock
bubble, Schiff became bearish on Amer-
ica and began moving his wealth off-
shore. He found ways to make buys
directly on foreign exchanges and
bought property trusts, utilities, and
resource companies—“stuff no one was
interested in.” Meanwhile, he began
warning clients and friends to sell their
tech stocks before the NASDAQ came
crashing down to earth. He gained cred-
ibility from that collapse and with it new
business. Today, Euro Pacific has over
15,000 clients and about $1.5 billion
under management.

Schiff’s prospective Senate run is still
in the exploratory phase. Before he can
take on Chris Dodd, he has to beat Rob
Simmons, a former congressman who

seems to be foreordained by Connecti-
cut’s Republican establishment as their
next moderate loser, and Tom Foley, a
Bush-appointed ambassador to Ireland.

Unfortunately for Schiff, his following
is dispersed nationwide among Austrian
economists and the kind of young
people energized by Ron Paul’s presi-
dential bid. He is virtually unknown
among the Republican Party in Con-
necticut.

“What I have to do is say to them, ‘Why
are you Republicans? What do you
believe in? Do you believe in big govern-
ment, just not quite as big?”” he says. To
Schiff, it’s obvious that Simmons, who
voted for the Patriot Act and the Ameri-
cans with Disabilities Act, does not meet
the standard. “Republicans are so easy to
corrupt when they get in power because
they want to stay there,” he says. “I don't.
I can make more money here.”

In addition to his imprisoned father
and radical ideas, Schiff has another
electoral hurdle: his likeability—or lack
thereof. The certainty of his pessimism
can be unnerving. During the housing
boom, “people wouldn’t even want me
around,” he admits, “I would have a hard
time keeping quiet about things. I would
try to tell them that what they were
doing was wrong.”

He still cannot keep his mouth shut.
When I met him at his mostly unfur-
nished mansion in Connecticut—he
rents—he was mocking Hank Paulson’s
televised testimony about Bank of
America before the House Oversight
Committee: “You buy Merrill Lynch and
you go bankrupt and we’ll help you.
That’s what he’s saying!”

Asked about his living arrangements,
Schiff smirked, “My landlord’s barely
getting 1 percent over the mortgage on
the rent. If he has to do any repairs, he’ll
be underwater.” If he comes off as a
know-it-all, it’s because everything that
has happened in the past two years has
proved to him that he knows it all.
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Schiff slouches deeply in his couch.
He is an isolated man. He is a specialist
in a service industry who denounces
reliance on a service economy. He likes
being booked for television, but looks
down on his fellow panelists as propa-
gandists and morons. Divorced and
graying at 46, he is occasionally visited
by his son or his girlfriend from New
York City. He is a non-practicing Jew,
with little apparent interest in religion.
The Israel Lobby, the much discussed
book describing the distorting effects of
pro-Israel sentiment on American for-
eign policy, sits on one of his shelves
along with other books about Judaism.
None look like they've ever been read.

Andrew Schiff, who is managing the
press for the exploratory campaign, says
his first task is to humanize his brother.
“What gets you elected is people have to

only trying to do it because if [ don’t do
it, who’s going to do it? If somebody
doesn’t do it, the country is screwed.”
This is a counterintuitive campaign
pitch to say the least.

What difference can one man make?
Schiff isn’t sure, but he wants to find out.
“Maybe some of these politicians are not
evil. Maybe they care a little bit about
the country. As more and more of my
predictions have come true—of course
they are all going to come true, there’s
nothing I'm saying that’s not going to
happen—at some point the politicians
will actually respond.” Schiff for Senate
is like an experiment: let’s see what hap-
pens if you bring a hard-headed hard-
money advocate to the upper chamber.

So far, Schiff’s fans are responding.
On Aug. 7, he received over $350,000 in a
Ron Paul-style money bomb, which

REPUBLICANS IN CONNECTICUT ARE SO DESPERATE FOR NEW IDEAS AND
CREDIBILITY, SO SHELL-SHOCKED BY THE COLLAPSING FINANCIAL BUBBLE,
THAT THEY MAY JUST PIN THEIR ELECTORAL HOPES ON SCHIFF

get a sense of you and like you. Peter is
not great one-on-one. He’s not a guy who
spends a lot of time talking about the
best fishing lures to use.”

The crazy part is that Peter Schiff has
a chance at all. Republicans in Connecti-
cut are so desperate for new ideas and
credibility, so shell-shocked by the col-
lapsing financial bubble, that they may
just pin their electoral hopes on Schiff.
Who cares if he’s a doomsayer who
believes the worst times are ahead, that
he lives like a hermit in an empty rented
mansion and can’t stop scolding people?
He was right when the whole world was
wrong. No one likes the guy who tells
hard truths—until they hit rock bottom.
The GOP is just about there.

“I don’t want to do this. I don’t want to
go to the Senate,” Schiff insists. “I'm

gives him more cash on hand than Rob
Simmons. His ability to self-finance and
to bring out-of-state donors will surely
attract attention from a weakened GOP.
The Hartford Courant has profiled him.
And his clairvoyance on the housing
crisis contrasts favorably with Chris
Dodd’s complicity with disgraced mort-
gage lender Countrywide. Republicans
have been looking for a different kind of
candidate who can win in the Northeast.
In Schiff, that’s exactly what they have,
whether they like it or not.

He is a new thing on the scene: a con-
servative declinist who ignores culture
and demographics. To Schiff, issues
besides the economy are ancillary—or
really just economic issues in disguise.
He is pro-choice and generally pro-gay,
but he doesn’t seem to care one way or

another about the culture war. Immigra-
tion is irrelevant to him because he
believes that the Fed’s policies, if left
unchanged, will cause Americans to
abandon the country en masse. When
asked about foreign policy, he says, “We
won't be able to afford a foreign policy.”
Fine, but does he have thoughts on the
justice of the Iraq War? “Sure,” he says,
without revealing them, “but the point is
we can’t afford it.”

His followers see him as a prophet,
yet a prophet’s role is not merely to pre-
dict disasters and watch them unfold. A
prophet calls his people back to the
truths they've abandoned.

For Schiff, the entire financial world
is a lie piled on top of a lie—from the
brokerage houses that advise clients to
buy the stocks the institution is paid to
sell, to the banks that loan out many
times more money than they collect in
deposits, to the Fed that is supposed to
discipline market actors but bails them
out instead. The greatest falsehood of all
is the dollar itself, a piece of paper
redeemable in nothing. We no longer
know the value of things or can predict
our ability to pay, and this, Schiff says,
will bring us to ruin. If civilization is the
ability to make promises and keep them,
then the Fed is making this commercial
Republic uncivilized.

America may be living in apocalyptic
times, but the thing about prophets is
that they tend to be passed over for the
Rob Simmonses of the world—the guy
who knows about fishing lures, who
tells us that things are turning the corner
and we can rest easy.

“They will have never seen anyone
like me before,” Schiff says of his poten-
tial Senate colleagues. The truth is they
never want to see Schiff in the first
place. B

Michael Brendan Dougherty is a
Jormer TAC associate editor and 2009
Phillips Fellow.
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The Right FFights Back

WHAT HAPPENED to the Age of Obama?

Glancing over the New York Times
Book Review, one finds three of the top
four nonfiction bestsellers were written
by conservatives—columnist Michelle
Malkin, talk-show host Mark Levin, and
Fox News contributor Dick Morris.

At No. 10, in its 40th week on the list,
is Bill O’Reilly’s memoir. The No. 1 best-
seller in paperback: Glenn Beck’s
Common Sense.

Moreover, the altarpiece of the trans-
formational presidency, universal health
insurance, is on life support, as huge
crowds pour into townhall meetings to
denounce it. Responding to the protests,
the Obamaites have dumped the end-of-
life counselors (aka “death panels”) and
declared the government option
expendable.

But what are we to make of these “evil-
mongers” of Harry Reid’s depiction, these
“mobs” of “thugs” organized by K Street
lobbyists and “right-wing extremists”?
Surely, all Americans must detest them.

To the contrary. According to a Pew
poll, by 61 percent to 34 percent, Ameri-
cans think the protesters are behaving
properly. Gallup found that by 34 per-
cent to 21 percent Americans identify
with them. For these folks at the town-
hall meetings are not overprivileged Ivy
League brats seizing campus buildings
and holding the dean hostage. They look
and talk just like them.

What President Obama is losing is not
the far Right but the center of the coun-
try. Nor is this the first time liberals have
misread America.

During the 1968 Democratic Conven-
tion, liberals sided with the antiwar
demonstrators in Grant Park. And the
country sided with the Chicago cops
who went into the park and gave them a
good thrashing.

In 1969, the national press was writing
that President Nixon must yield to the
hundreds of thousands ringing the White
House. Nixon went on national TV to call
on the Silent Majority to stand by him.

They did, for four years. One recalls
Sen. Ed Muskie blurting out, after being
crushed in the Florida primary by
George Wallace, that he didn’t know
there were that many racists in Florida.
That was the end of Ed. And in the fall,
the Floridians flooded to Nixon, who did
not insult them.

After Nixon rolled up his 49-state tri-
umph, Pauline Kael, movie critic at the
New Yorker, is said to have expressed
disbelief: “I don’t know how Nixon won.
No one I know voted for him.”

George H.W. Bush never saw the
rebellion of 1992 coming and watched
Ross Perot waltz off with a third of his
1988 voters.

The anger in Middle America today
looks much like what erupted in the
NAFTA debate of 1993 and the amnesty
debate of 2007.

The difference: Republican leaders
stood with Washington then, for NAFTA
and amnesty. This time, the party lead-
ers are with the people and should do
the people’s will.

Seven months into the Age of Obama,
the GOP has been given an opportunity
to regain the allegiance of the voters
John McCain lost with his embrace of
NAFTA and amnesty and his dash to
Washington to convince Republicans to
give Hank Paulson $700 billion to bail
out Wall Street.

For these protesters are not so much
being drawn to the GOP as being driven
to it. The manic assaults by Democrats
and liberal commentators and colum-
nists on the protesters as “un-Ameri-
can,” “birthers,” “racists,” “mobs,” and

” «
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“evil-mongers” has enraged and united
them and cost Obama much of his sup-
port in Middle America

Does the Left not realize that, while
four in five Republicans say the protesters
are behaving appropriately, 64 percent of
moderates and 40 percent of Democrats
agree with those Republicans?

We are also learning that Republicans
have not been hurt by their opposition
to the stimulus bill or cap-and-trade. The
country has come to agree with the GOP.

Nor was the party hurt when, by four
to one, its senators voted against Ms.
Affirmative Action, Sonia Sotomayor.
Nor was it hurt by standing with Sgt.
Crowley when Obama rushed to
denounce the Cambridge cop for acting
“stupidly” in arresting the Harvard pro-
fessor who got in his face.

Increasingly, Obama is being per-
ceived as a man of the Left and Republi-
cans as the bulwark against a lurch to
the left. Democrats may denounce
Republicans as the party of “no”—but
the nation seems to be saying “yes” to
the party of “no”

In his new memoir, Encounters, con-
servative scholar Dr. Paul Gottfried
writes of a 1993 gathering, hosted by this
writer, where libertarian legend Murray
Rothbard, columnist Sam Francis, and
that founding father of postwar conser-
vatism, Dr. Russell Kirk, went at it over
the role of the populist Right in the con-
servative movement.

Though they vehemently disagreed,
each man represented an essential ele-
ment of a center-right coalition. As for
the protesters, surely Thomas Jefferson
was more right than Harry Reid when he
wrote to James Madison, “A little rebel-
lion now and then is a good thing and as
necessary in the political world as
storms in the physical.” W
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