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The buy, borrow, die strategy describes a wealth management approach associated with affluent investors in the United States. Instead
of selling appreciated assets to finance spending, investors retain ownership, borrow against their holdings, and eventually transfer
assets to heirs. The approach combines investment growth, borrowing, and inheritance tax rules. Its appeal comes from potentially
postponing capital gains taxes while preserving exposure to assets that may continue increasing in value over time across multiple
generations.

The first stage, buy, involves acquiring assets such as stocks, real estate, or business interests. Investors typically seek holdings with long
term appreciation potential. In the United States, increases in an asset's market value generally do not create capital gains tax until a
taxable sale occurs. Consequently, someone whose shares have risen dramatically may possess substantial wealth without realizing
taxable gains. However, investment values can also decline unexpectedly.

The second stage, borrow, means obtaining loans secured byappreciated assets..A bank may lend money against a stock portfolio or
property, allowing the owner to access cash without selling. Loan proceeds generally are not taxable income because borrowers must
repay them. This distinction makes borrowing attractive when selling would trlgger significant capital gains. Nevertheless, lenders
charge interest, impose collateral requirements; and may ‘demand repayment when asset values fall.

For example, imagine an investor buys shares for Qrie million dollars that later becorﬁg warth five million. Selling two million dollars of
shares could produce taxable capital gains. Instead; the investor might borrow one million.dollars against the portfolio to fund
expenses. The shares remain invested, but theiinvestor now owes-principal and interest. Ifiprices collapse, the lender might require
additional collateral or liquidate pledged shares. = "

The final stage, die, concerns inheritance. Under United Sta‘[‘es‘fen‘emany inherited assets receive a tax basis adjusted to

their fair market value at death. This rule, called step. yp in basis, can eliminate capltal gains attributable to appreciation during the
deceased owner's lifetime when heirs later sell. However exceptions exist, and the ‘adjustment can reduce basis when values have
declined. Estate taxes may still apply. A e
This strategy is neither risk free nor universally available. Borrowing costs can-exceed investment returns, particularly during periods of
high interest rates. Market downturns may force sales at unfavorable prices, defeating the intended tax advantage. Heirs also inherit
financial complications because outstanding loans must be addressed. Furthermore, retirement accounts and certain other assets

follow different tax rules. Legal provisions can change, and approaches used in America may not work elsewhere.

In conclusion, buy, borrow, die is a method of combining asset ownership, collateralized borrowing, and inheritance rules to manage
taxes and liquidity. Its central insight is that borrowing against appreciated property can provide spending money without immediately
realizing capital gains, while qualifying inherited assets may receive adjusted tax bases. Yet debt remains real, and taxes do not
disappear automatically. Investors must weigh interest expenses, collateral risks, estate taxes, and family objectives. Professional
financial and tax advice is essential before attempting such a complex strategy.

Questions for Discussion

1. How does the Buy, Borrow, Die strategy allow wealthy individuals to access cash without selling their assets or immediately paying capital
gains taxes?

2. What are the major financial advantages and risks of borrowing against appreciated assets instead of selling them?

3. Do you think the Buy, Borrow, Die strategy is a legitimate wealth management technique or an unfair tax advantage primarily benefiting
wealthy individuals?

4. How does the step up in basis rule make the Buy, Borrow, Die strategy more effective for transferring wealth to future generations?

5. Should governments reform tax laws to limit the Buy, Borrow, Die strategy, or should individuals have the freedom to manage their
wealth using existing legal tax advantages?
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