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1                                                                  C H A P T E R 

      Freeing Your Estate from 
Conventional Thinking    

   Here ’s an example of conventional thinking. Talking head 

after talking head preaches that you make extra payments and pay 

off your mortgage early. You ’ll save tens of thousands of dollars in 

interest and will own your home outright sooner. 

 What are you doing by paying extra into the home? You are 

creating a situation that makes the mortgage holder salivate. Each 

time you pay extra, you place more money in their hands for them 

to invest for THEIR wellbeing, and you also lower THEIR risk. Let 

me repeat this. As you put more equity into the home, the mort-

gage gets smaller, and there is more equity protecting the lien 

holder in case you can ’t make your mortgage payment for whatever 

reason. Death, disability, and divorce are common unforeseen rea-

sons. If their risk is decreasing, what is happening to your risk? It is 

going up! You have the most to lose if you can ’t pay your mortgage, 

and they take your home to auction and only cover what is owed to 

them, the mortgage balance. Auctions are not meant to protect the 

seller; they are meant to protect the lien holders. 

 I had a physician client who had not made a payment to the 

bank in 28 months on a $1.6M mortgage due to health issues that 

kept him from working. His monthly payment was around $9,000 

and again, he stopped paying it twenty-eight months prior. The 

amazing thing was the lender, instead of sending him foreclosure 

notices, was sending him get well cards. The primary reason was his 
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house that was located in Beverly Hills California was currently only 

worth around $1.4M, and the lender knew they would take a signifi -

cant loss if they tried to foreclose. 

 Conversely, I saw another situation where a senior was not able 

to make her mortgage payments, and like clockwork the foreclosure 

process in her case was painfully expedient. The reason, as you can 

probably ascertain, was she had lots of equity in her house. She had 

dutifully paid down the mortgage balance over 20 years, as conven-

tional fi nancial wisdom commonly suggests. Because her fi nancial 

situation deteriorated and she couldn ’t keep up with the payments, 

she was forced to sell her house in a fi re sale before the lender 

repossessed it. 

   An Unconventional Approach 

 Here is what I call unconventional or uncommon knowledge. 

Instead of paying extra equity into your home, make the exact 

same payment into a side investment account—something that can 

potentially earn 5 to 6 percent each year and compound on itself, 

and is fairly liquid. Even something with surrender charges will 

work. In the same time you would have paid off your house, the side 

investment account will have grown to equal your remaining mort-

gage balance—in actuality, faster. At that point, you can take your 

side account, pay off your mortgage all at one time and own your 

home outright. I ’ll explain ways to help earn the 5 to 6 percent in 

Chapter 6, but for now, assume you can achieve those results. 

 There are many advantages to this fi nancial strategy. 

 First, you have an emergency reserve of immediate cash. Is 

equity in your home more liquid than a side account? No way. 

Unless you have a line of credit already established and it hasn ’t 

been taken away, like so many have been since 2009, then your 

equity in your home is stuck. 

 Without a pre-existing line of credit, you could apply for a line 

of credit, refi nance your mortgage, or sell your home to unlock 

the equity to pay for your emergency. Today, all three choices are 

exceptionally diffi cult and time consuming. In an emergency, you 

usually do not have the luxury of time. 

 Second, by not paying down your mortgage, you will retain 

more mortgage interest to deduct on your tax returns, which will 

give you greater tax rebates from Uncle Sam. If you really want to 
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 Freeing Your Estate from Conventional Thinking 3

be aggressive with your saving, take the rebate generated from the 

interest deduction and deposit it in your side account. There is a 

limit to mortgage interest that is deductible, but most homeowners 

are not affected by the limit. 

   In Summary 

 The point of this example is this: An idea might sound good on the 

surface, but only until you dive in and begin to analyze the logic 

behind it do you get the right answer, which can be very differ-

ent or even the exact opposite. Conventional thinking in fi nance 

has caused a lot of pain and hardship for people, and often it has 

been promoted by the groups that have a vested interest in staying 

the course.   

c01.indd   3c01.indd   3 12/12/12   11:00 AM12/12/12   11:00 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



c01.indd   4c01.indd   4 12/12/12   11:00 AM12/12/12   11:00 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		2012-12-21T06:05:36-0500
	Certified PDF 2 Signature




