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Author’s Note:

      The materials in this book represent the opinions of the author and may not be applicable to all situations. Due to the frequency
         of changing laws and regulations, some aspects of this work may be out of date, even upon first publication. Accordingly,
         the author and publisher assume no responsibility for actions taken by readers based upon the advice offered in this book.
         You should use caution in applying the material contained in this book to your specific situation and seek competent advice
         from a qualified professional.
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Preface


      In nearly thirty years as a practicing financial planner, I’ve never met a person who couldn’t find a use for an extra $1
         million, especially if he had not yet accumulated his first million!
      

      Millions of people want prosperity, many even take steps to achieve it, but few actualize the goal. Why? Missteps—flawed strategies—something
         this book calls “money myth-conceptions.”
      

      Many people dream of becoming instantly rich by winning a lottery, sweepstakes, or large prize in a game show. In that setting,
         most “winners” hit it big through total luck, perhaps combined with a small degree of knowledge and skill. The sad reality
         is that most people will never be lucky enough to win big at any game of chance, because winning such games almost always
         requires a series of highly random events to fall into a proper, unlikely order. Even for those few who do win, studies show
         the vast majority—even those who have $100,000 or more dumped in their laps—have absolutely nothing to show for it twenty-four
         months later! It has vanished—spent or lost in speculative ventures.
      

      Unfortunately, self-made millionaires are also perceived by many as being “lucky.” I have observed that what most people refer
         to as “luck” occurs when opportunities are encountered by people prepared and actively pursuing goals. I prefer to think of
         LUCK as an acronym representing:
      

      
         Laboring
         

         Under
         

         Correct
         

         Knowledge
         

      

      Missed Fortune empowers the reader with the knowledge to attain a greater degree of financial independence.
      

      But I’ll warn you, this book is not for financial jellyfish.

      You will find concepts here that rattle conventional thought, and that will spur you to action. This book is for the individual
         who wants to hear new strategies—and who wants to DO SOMETHING with those strategies.
      

      This is no storybook, either. While you will learn through interesting examples, case studies and illustrations, there are
         plenty of technical details—simply explained—that will educate everyone from the novice to the expert. If you would rather
         learn general concepts, skim the numbers and charts. If you want to study the evidence, it’s provided for you.
      

      
      SHUNNING IGNORANCE

      
      The worst form of ignorance is when we judge or reject something we know little or nothing about. Many people, including professional
         CPAs, attorneys, and financial advisors, are often guilty of prejudging little-known concepts like those contained in this
         book (fig.0.1). I have discovered when they take time to learn about principles herein, they usually do a 180-degree turn-around and become
         a proponent of concepts they now understand better.
      

      
      There are other financial traps besides ignorance, such as a false sense of job security. “Corporate downsizing” has become
         the watchword of management teams whose only concern is the bottom line. Loyalty between employee and employer is becoming
         a thing of the past. Positions held for years by individuals are suddenly lost in the name of increased profitability. Global
         competition in wages and resources impacts many American families.
      

      
      In 1995, I attended a convention where Dan Sullivan, the “Strategic Coach” identified three overriding trends ushering in
         the twenty-first century. He stated:
      

      
      
         	
“The consumers, not the manufacturers, now call the shots.”
            
            The introduction of microtechnology into society is dramatically altering political, economic, and social relations, so those
               who consume now dictate the future to those who manufacture products, services, and knowledge.
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            Money Myth-Conceptions

                     

         	
“Knowledge is more valuable than capital, equipment, and property.”
            
            The spread of new methods throughout society through expanded communications networks continually decreases the value of capital,
               equipment, and property that are tied up in old ways of doing things.
            

         

         	
“Human creativity is now overwhelming human conformity.”
            
            No existing organization can survive unless it adapts to the creative activities of consumers. Structures of conformity—political,
               economic, or social—which attempt to suppress creativity are doomed to decline into disintegration.
            

         

      

      
      Accidents, illness, disability, economic changes, and unemployment, are among uncertainties a family faces. Benjamin Franklin
         once observed, “The only sure things in life are death and taxes!” To that observation you might well add Murphy’s Law, which
         promises, “If anything can go wrong, it will!”
      

      
      Bleak though the future may seem, there is a way to avoid most of these pitfalls—education. This book will educate you. It
         will reveal twenty-three common misconceptions related to money and the accumulation of wealth. I call them “money myth-conceptions.”
         Along with these misconceptions, this book also reveals twenty-three wealth-enhancement strategies, based on true reality
         concepts that self-made millionaires have used for decades to build wealth!
      

      
      So, whoever wants to be a millionaire, read on! You will not be disappointed with the wealth of information that follows.
         I assure that you will gain further insight into financial opportunities you didn’t even know existed.
      

      
      For most of you who choose to continue reading this book, I need to issue a warning: You may never view your house, mortgage,
         retirement plans, savings, investments, and insurance the same way. The additional knowledge and insight you will gain by
         reading this book will either force you to implement the strategies and concepts you learn or will leave you forever wondering
         how much more your financial net worth could have been had you done so.
      

      
      The great motivational speaker and author, Zig Zigler, has said:

      
      
         You train fleas by putting them in a jar with the top on it. Fleas jump, so they will jump up and hit the top over and over
            and over again. As you watch them jump and hit the top, you will notice something interesting. The fleas continue to jump,
            but they are no longer jumping high enough to hit the top. Then, and it’s a matter of record, you can take the top off and
            though the fleas continue to jump, they won’t jump out of the jar. I repeat, they won’t jump out because they can’t. The reason
            is simple. They have conditioned themselves to jump just so high. Once they have conditioned themselves to jump just so high,
            that’s all they can do.
         

      

       

      Don’t stay trapped in that jar. Too many people make the mistake of asking people trapped in the same jar, “How do we get
         out of here?” I assure you their opinions will likely never help you get out, because the instructions are found on the outside.
         In other words, if you want to be a millionaire, don’t rely on the advice of those who aren’t!
      

      
      I am going to teach you what most millionaires do—what banks, credit unions, and insurance companies do. You have the power
         and ability to use some of the identical strategies these financial institutions use to literally become a millionaire!
      

      
      
      A NOTE TO THE READER

      
      In order to avoid the perception of gender bias I have used the feminine gender in odd chapters and the masculine gender in
            even chapters, excepting specific examples where gender makes a difference for illustrative purposes.

      
   
      
      
Introduction


      When my wife, Sharee, and I married, I was in my junior year of college. I had recently returned from serving a two-year missionary
         assignment for my church in the wonderful country of Korea. Sharee and I met and dated in high school, corresponded by letter
         while I labored in Korea, and continued our relationship upon my return. After marriage, we were excited to begin life together
         as newlywed husband and wife.
      

      After witnessing poverty in Korea first-hand, I had a strong desire to provide for our family and to become financially independent.

      Sharee became pregnant three months after we married. During the first trimester of her pregnancy, she became deathly sick
         due to complications with her liver and pancreas. Requiring several episodes of hospitalization, she seriously threatened
         miscarriage several times. Miraculously, our first daughter Mailee was born in perfect physical condition, and the doctor,
         who had delivered thousands of babies (including my wife), wept at the miracle.
      

      Blessed though we were with the birth of Mailee, our share of the hospital and doctor bills not covered by insurance was $30,000,
         which equates to well over $100,000 today.
      

      At the time, I had been doing undergraduate studies in preparation for law school, hoping to become an estate-planning attorney.
         I had obtained licenses in investment securities and insurance to put myself through school; however, in my senior year of
         college, I found myself frustrated. The many incidents that hospitalized my wife took my focus away, and I kept putting school
         on hold—dropping then resuming classes the following semester.
      

      Amid this frustration I talked to the dean of my college. He discovered I was earning an average of $6,000 a month part time
         while in school, which was nearly double his university salary. Additionally, after interviewing several estate-planning attorneys,
         I found many of them, if they had to do it over again, would have chosen to become financial planners. They would have preferred
         to provide clients the investment wisdom and vehicles to achieve financial independence, rather than offer legal instruments to protect wealth.
      

      With the help of school counselors, I realized my true desires and abilities lay in investment planning, and my career focus
         changed. I can honestly say from that point on, I have looked forward to Monday mornings my entire career because they dawn
         new weeks with exciting challenges as I help others achieve financial independence.
      

      My first financial goal was not just to earn my first million dollars by age thirty but to actually have a million dollar
         net-worth. I remember seeing an illustration in a college money-management textbook with the heading, “Two Ways to Stack up
         a Million.” The first example demonstrated a thirty-year-old person taking a lump sum of $10,000 and setting it aside at 15
         percent interest compounded annually which grew to $1,331,755 over thirty-five years.
      

      A second example showed the same thirty-year-old setting aside $1,000 per year for thirty-five years (a total of $35,000)
         at 15 percent interest, also compounded annually, which grew to $1,013,345.
      

      I was confident I could discipline myself to do this. However, I quickly learned about several critical factors that would
         affect the desired result:
      

      
         	How was the effect of paying taxes on the growth of my money going to affect the outcome?
         

         	Where could I invest my money to be confident of averaging 15 percent interest?         

         	How would inflation affect the purchasing power of my million dollars?
         

         	Was I too impatient to wait thirty-five years for my million dollars?
         

      

      I began to learn how to alleviate and legally avoid unnecessary tax, and how to achieve tremendous wealth with rates of return
         far less than 15 percent—even as low as 6 percent! I learned how to have inflation work for me instead of against me. Most
         important, I learned how to accomplish all this in a relatively short period of time, with minimal risk.
      

      During my journey toward financial independence, I have observed some common misconceptions prevalent in our society and economy
         today. In the following chapters, I address twenty-three of them head on, each in turn. In these chapters, I also explain
         the reality of true principles that can make the difference of hundreds of dollars a month, turning into thousands per year,
         which can turn into millions over a lifetime!
      

      Each chapter of this book contains a wealth enhancement strategy. Collectively, these strategies can make the difference of
         millions of dollars in a person’s net worth. They have benefited me; it’s time they benefit you!
      

   
      
      
SECTION 
I

      Successfully Managing Equity to Increase Liquidity, Safety, Rate of Return, and Tax Deductions

   
      
      
      
CHAPTER 1

      
      The $25,000 Mistake

      
      
         Avoid the trap that ensnares millions of Americans!

      

      
      
         COMMON MYTH-CONCEPTION

         The best way to pay off a home early is to pay extra principal on your mortgage.

      

      
      
         REALITY                                    

         No method of applying extra principal payments to your mortgage is the wisest or most cost-effective way of paying off your
               house.

      

       

      About 4 percent of American households have a financial net worth in excess of $1 million. Eighty percent of them did not inherit it. If you live in
         a free-enterprise system, have the ability to earn some money, and are willing to put some of that money to work, you can
         literally become a millionaire with discipline. It will not happen overnight, but it can and it will happen gradually if you
         adhere to the principles contained in this book. Yes, you can be a millionaire—even a multi-millionaire—and your greatest
         catapult is probably sitting right under your own roof! Two-thirds of American households have equity in their home. In the
         first section, comprising chapters 1 to 11, I reveal several equity management strategies that can dramatically enhance your
         net worth. Because, your home is probably your greatest financial asset, the key to enhancing net worth is managing the equity
         in your home to increase liquidity, extend safety, improve rate of return, and maximize tax deductions. Learn how to avoid
         the $25,000 mistake millions of Americans make.
      

      
      If you believe the following to be TRUE:

      
         	your home equity is a prudent investment.

         	extra principal payments on your mortgage save you money.

         	mortgage interest should be eliminated as soon as possible.

         	substantial equity in your home enhances your net worth.

         	home equity has a rate of return…

      

      
      When would be the best time to discover the real TRUTH?

      
      Now’s the time to educate and empower yourself with the knowledge you need to attain financial independence.

      
      Most homeowners cling to the misconception that the best method of accelerating the payoff of their homes is simply to make
         extra principal payments on their mortgages. Some homeowners are lured into thinking that bi-weekly payment plans are the
         answer. Others rely on fifteen-year rather than thirty-year mortgage amortizations. In actuality, none of these methods proves
         to be the wisest method of accomplishing a “free and clear” home.
      

      
      You can accumulate sufficient cash in a conservative, tax-deferred mortgage acceleration plan to pay off your home just as
         soon or sooner—sometimes in less than half the time—than with the traditionally accepted methods previously described. Additionally, you will have the following advantages:
      

      
      
         	Maintain flexibility, liquidity, and safety of principal by allowing home equity to grow in a separate side fund where it
               is accessible in case of emergency, temporary disability, or unemployment.
            

         	Maximize the only real tax-deductible interest allowed non-business owners by keeping the loan balance as high as possible
               until you have the cash accumulated to pay off your home in a lump sum. In a typical tax bracket you can actually pay off
               a $150,000, thirty-year mortgage in 13½ years using the same cash outlay required by a fifteen-year mortgage. This is possible
               partly due to the use of $12,000 to $20,000 (depending on your tax bracket) of Uncle Sam’s money instead of your own money.
            

         	Maintain control and portability of your home equity to allow an increase in its rate of return. Most homeowners relocate
               an average of every seven years. Your home may likely sell much easier and for a higher price with a high mortgage balance
               than with a low mortgage balance (see chapter 11). Regardless of real estate market conditions, your equity should always
               be kept highly liquid.
            

      

      
      Consider this personal beatitude: “Blessed are the flexible for they shall not get bent out of shape.”

      
      Truly, in this turbulent day and age, there is nothing more constant than change. It is imperative that we as American taxpayers
         stay flexible when new situations arise, either from tax legislation, inflation, or other external influences over which we
         have no control.
      

      
      I once heard someone say, “If pro and con are opposites, I wonder if progress is the opposite of Congress.” After being in
         the financial planning arena for about thirty years, I have found many changes have taken place with regard to the way Congress
         treats various financial instruments. However, a couple of things have held constant through those years. Firstly, home equity,
         most people’s greatest asset, is commonly misunderstood and mismanaged. Secondly, most Americans are conditioned to spend
         rather than save.
      

      
      Americans tend to focus more on consuming than on conserving. Today, the average American family saves between 2 and 3 percent
         of its income, while in Asia the average family saves 17 to 18 percent of its income. In India, families save 21 percent of
         their income. It has always amazed me that while many of us devote significant time and energy getting an education so we
         can earn a living, few of us take enough time to learn what to do with our money after earning it! Most Americans spend more
         time each year planning their summer vacations than they do planning their finances.
      

      
      Most homeowners approach the goal of outright home ownership—part of the American dream—in a traditional fashion. They feel
         that saving mortgage interest and paying off the loan early is accomplished best by applying extra principal to the mortgage,
         usually with one of four methods:
      

      
      
         	biweekly or “Canadian amortization”;

         	doubling the principal;

         	target-year;

         	mortgage-term reduction.

      

      
      
      BIWEEKLY METHOD

      
      The craze of the last decade has been the biweekly or “Canadian amortization” method. Many people are lured into making biweekly
         mortgage payments through an intermediary or escrow agent in order to magically pay off their mortgages eight to ten years
         early by making an extra mortgage payment each year.
      

      
      Biweekly plans work basically as follows: Many Americans are paid on a biweekly basis—one paycheck every two weeks—for a total
         of twenty-six paychecks per year. If they were to make one-half their mortgage payment out of each paycheck, they would consistently
         make one half-mortgage payment every two weeks. This would result in twenty-six half-mortgage payments, or a total of thirteen
         full-mortgage payments, in each calendar year. Through this method, a homeowner, without missing the money, can make an extra
         mortgage payment against her amortization each year, which generally shaves eight to ten years off her mortgage.
      

      
      To help people discipline themselves, agencies establish escrows and charge an average of $500 for this procedure. Its main
         selling feature is the budgeting convenience, as mortgage payments then coincide with the biweekly paycheck, but these agencies
         also promote the interest-expense savings and the mortgage-term reductions. (Note: disciplined individuals can avoid set-up
         and management fees by applying this method independently. These individuals then earn their own interest on “the float”—which
         is the opportunity to earn interest by pooling money while waiting for it to accumulate to an amount deemed worthy of applying
         to the principal of the mortgage. The biweekly method may seem to suffice, but keep reading, there is a better way.)
      

      
      
      
      DOUBLING THE PRINCIPAL METHOD

      
      Another popular method is the “double principal” method, wherein a person uses an amortization schedule to calculate the amount
         of principal being paid, then pays double that principal amount with each payment.
      

      
      For example, a $150,000 mortgage on a thirty-year mortgage amortization at 8 percent interest has a principal and interest
         payment of $1,100.65 (fig. 1.1). The first year, the average monthly amount applied to the principal is just slightly over $100. Using this method, you
         would send the mortgage company an extra $100 each month. At the outset, doubling the principal may be a very manageable payment,
         but as years pass, the principal portion of the monthly payment gradually increases and could become too steep. According
         to the theory, over the years the principal portion of the monthly payment increases, a person’s income should also increase,
         enabling an extra principal payment.
      

      
      While this method may help a person pay off the mortgage considerably earlier—even reducing a typical thirty-year mortgage
         term by as much as seventeen years—lifting a calf every day after it is born doesn’t ensure that when the calf becomes a full
         grown cow, you can still lift it. Keep reading, there is a more feasible way.
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      Notes:

         a. Tax Savings [5] assumes a state and federal marginal tax bracket of 34.00% multiplied by the interest payment [3].

         
         b. Mortgage interest is generally tax deductible, however, certain limitations are applicable. Please review with your tax
               advisor.

         
         c. Net Payment After Tax [6] equals Total Payment [4] less Tax Savings [5].

   
      
      
      
      
TARGET-YEAR METHOD
      

      
      A homeowner using the target-year method determines the year to pay off the mortgage. Let’s say you want to pay off the mortgage
         in the twenty-second year. You then calculate how much extra you need to pay toward the principal each month to have it paid
         for by that target year.
      

      
      This is very easy to do if you possess a financial calculator or financial software. Simply enter three of four variables—present
         value of the mortgage, interest rate, and target number of years—and solve for the fourth variable—the required monthly payment
         to meet the target.
      

      
      If you are not in possession of such software, you can contact your lender or other financial professional and ask them to
         calculate the extra you must pay each month to reach your goal. Another approach is to determine how much extra you can afford
         to pay each month. Based on that payment, your lender or financial professional can solve for the number of years it would
         take to pay off your mortgage. While the target-year method will enable you to pay off your mortgage in a particular time-frame,
         read on for a more cost efficient way.
      

      
      
      
      MORTGAGE-TERM REDUCTION METHOD

      
      During the 1990s, because of the low-interest financial climate, many people wanted to refinance their homes to obtain lower
         interest rates. Upon refinancing, many discovered a new mortgage based on a fifteen-year amortization and a lower interest
         rate often required a monthly payment close to previous payments on their higher interest thirty-year mortgage. Many decided
         to “bite the bullet” and take out a fifteen-year mortgage.
      

      
      The shorter-term mortgage method is supported by many professionals. I have attended college finance classes in which professors
         taught it was smarter to use a fifteen-year mortgage amortization rather than a thirty-year mortgage amortization. But there
         is still a wiser way.
      

      
      
      
      
BURSTING THE BUBBLE
      

      
      What is neither understood nor taught is that all four traditional approaches contain major disadvantages most homeowners
         don’t consider. These disadvantages, which we will discuss in greater detail in the next few chapters, include:
      

      
      
         	losing control of your home equity;

         	increasing the after-tax cost of owning your home;

         	increasing your risk of foreclosure and, therefore, the risk of losing your equity;

         	dramatically reducing the return on your equity dollars;

         	decreasing your ability to sell your home quickly at the best price if needed;

         	unnecessarily extending the time required to become debt-free, thereby increasing your costs.

      

      
      The dream for most Americans is to have full home ownership. We are taught from the time we are young either to avoid or to
         get out of debt as soon as possible. This is wise advice. Please understand this book is not meant to advocate that people
         go further into debt. I, too, advise people to get out of debt as soon as possible. However, I advise they do so using the
         wisest method to maximize flexibility—a method that is not embodied in any of the four traditional methods outlined.
      

      
      
      
      BREAKING THE TRUTH

      
      Let me offer a different definition of what being in debt or out of debt really means to the financially independent person.
         I consider a home “paid for,” even though it may be mortgaged to the hilt, if I have sufficient liquid assets in a safe environment
         that could wash out the liability of my mortgage. I sleep better at night with my home fully mortgaged, when the equity is
         removed from my property and repositioned in a safer, more liquid environment. Contrary to popular belief, any conceivable
         financial setback can likely be best resolved if your home equity is separated from your property rather than trapped in it!
      

      
      For years I have shown clients who were considering traditional “extra-principal payment” methods how to pay off their homes
         more quickly and shrewdly, making use of their money—and Uncle Sam’s. If homeowners would deposit those extra principal payments
         in a separate, liquid, and safe side fund instead of giving them to their mortgage companies, they would accumulate enough
         money to pay off the mortgage in as short a time frame—or even shorter—as with any extra principal payment method. Additionally,
         with the establishment of a side fund, the homeowner then enjoys advantages which are tremendously greater than giving the
         money to the mortgage banker.
      

      
      Every time you pay an extra principal payment to the mortgage banker, you are in essence saying, “Here, Mr. Banker, is some
         extra money. Don’t pay me any interest on that money! If I want it back, I will borrow it back on your terms and prove there’s
         a valid reason why I should have it!” How ridiculous! Yet, every time we pay extra principal payments, this is exactly what
         we are doing.
      

      
      Let’s suppose I instead deposit the extra-principal amount into a side account. In all likelihood, I will still be able to
         pay off my home as early, but even if I can’t—say, it takes me six months longer—it would still be better for me to use a
         side fund instead of paying extra principal on my mortgage. Why? Because the liquidity, safety, rate of return, and tax benefits
         I achieve from having my money available in that side account far outweigh any hypothetical disadvantages. Truth is, I can
         have all of these benefits and actually pay off my mortgage in a shorter time-frame by using a conservative side fund!
      

      
      Let me illustrate. If I were to take out a new $150,000, fifteen-year mortgage as shown in figure 1.2, you can see my mortgage payment would be $1,433.48. I would pay this monthly payment for fifteen years—equivalent to fifteen
         annual payments of $17,202 (Column 4). This mortgage payment would be my gross outlay. However, because of the tax benefit
         I receive by deducting the interest on my mortgage payment on Schedule A of my tax return, I am really not shelling out that
         much from my pocket. Uncle Sam is in essence paying part of my annual mortgage payment with money I would have paid in taxes.
         Column 3 of figure 1.2 shows that an interest expense of $11,805 the first year, deducted on Schedule A of my tax return as mortgage interest expense,
         saves me $4,014 in taxes. This results in a net after-tax mortgage payment of $13,188, as shown in column 6.
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      	Notes:

         a. Tax Savings [5] assumes a state and federal marginal tax bracket of 34.00% multiplied by the interest payment [3].

         b. Mortgage interest is generally tax deductible, however, certain limitations are applicable. Please review with your tax
               advisor.

         c. Net Payment After Tax [6] equals Total Payment [4] less Tax Savings [5].


      
      
      A WORD OF WARNING

      
      A word of warning and advice—don’t let the occasional side trip or detailed numerical explanations distract or discourage
         you from the message of this book! My goal is to educate and empower you with knowledge rather than entertain. This book will provide numbers for those who want to study specific examples. On the other
         hand, if your purpose in reading this book is to familiarize yourself with financial concepts, please don’t get caught up
         on trying to comprehend exact numbers, charts or graphs. Simply round the numbers in your head and try to grasp general concepts.
         In this book, I have tried to take the complex and make it as simple as possible, yet still provide specific evidence to those
         readers who want proof the concepts I outline are sound.
      

      
      
      
      OF TAX DEDUCTIONS AND TAX BRACKETS

      
      To truly grasp the wealth enhancement strategies proposed in this book, it is essential to understand the basics of tax laws
         and tax brackets—something over 90 percent of American taxpayers don’t understand.
      

      
      For fifteen years, from the 1986 Tax Reform Act until the 2001 tax year, the bottom two federal tax brackets have held constant
         at rates of 15 percent and 28 percent. This is true even though the income thresholds for both brackets have increased slightly
         by a little over 3 percent each year. For the first time since the Tax Reform Act of 1986, Congress reduced the tax rates
         under the Economic Growth and Tax Relief Reconciliation Act of 2001. The 2001 Act provided for a retroactive implementation
         of a 10 percent rate bracket to January 1, 2001, which will benefit all taxpayers with a tax liability. The taxable income
         at which the 10 percent bracket ends ($6,000 for single taxpayers, $12,000 for married taxpayers filing jointly, $10,000 for
         heads of household) was adjusted from $6,000 to $7,000 for single individuals and married individuals filing separately; and
         from $12,000 to $14,000 for married taxpayers filing jointly under the Jobs and Growth Tax Relief Reconciliation Act of 2003.
         The changes, however, apply only to 2003 and 2004 and were not to be adjusted until the years 2007 to 2010.
      

      
      The 2001 Act was scheduled to phase in the reduced rates over six years, beginning July 1, 2001. Basically, the two lowest
         brackets stay constant at 10 percent and 15 percent. The 2003 Act, signed into law by President Bush on May 28, 2003 accelerates
         the reductions in the regular income tax rates above the 15 percent rate (fig.1.3). The former 28 percent bracket, which had previously been the second bracket, is now the fourth bracket, and was reduced
         by 1 percent to 27 percent for tax years 2001 to 2002, and reduced to 25 percent thereafter through 2010.
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      Please keep in mind that even though the 2001 Act and 2003 Act has already been passed by Congress, at the time of this book
         publication, these rates will only apply through 2010, after which they will revert to the levels that applied before the
         Economic Growth and Tax Relief Reconciliation Act of 2001 (i.e., 28 percent, 31 percent, 36 percent, and 39.6 percent). In
         order to make new legislation fit within guidelines acceptable to Congress, much of it contains “sunset clauses.” Many provisions
         of the 2003 Act are scheduled to expire between 2004 and 2008. Hopefully Congress will extend these changes or make them permanent.
         However, nothing is certain about future tax law, especially with sunset provisions and challenges facing Congress, such as
         financing the war on terrorism and other demands for federal spending.
      

      
      Under the 2003 Act, there is a temporary expansion of the 15 percent rate bracket for married couples for 2003 and 2004 tax
         years only. Thus for 2003, the 15 percent bracket for joint filers applies to taxable income above $14,000 but not above $56,800.
         Because the principles taught in this book remain the same regardless of changes that determine the precise tax bracket, all
         figures and examples will be calculated using the 2002 tax rates and income tax thresholds under the 2001 Act.
      

      
      
      
      
BETWEEN THE BRACKETS
      

      
      For the sake of simplicity, in the following examples let’s make two assumptions regarding tax brackets. Depending on your
         individual circumstances, you can interpolate these illustrations for your income tax bracket. Regardless of differences in
         the resulting outcome, the principles remain the same.
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               *Income in excess of these amounts is taxed at 38.6%

               
      
      The first assumption is that of a typical married couple with a combined gross income in excess of $46,700, but under $112,850.
         This would put the couple beyond the second tax threshold before deductions and exemptions. In the 2002 tax year, this would
         be a 27 percent federal tax bracket, or in other words, this couple would pay 27 cents of federal tax for every dollar of
         income over $46,700. Some taxpayers have the misconception that when you cross the threshold from a 15 percent to 27 percent
         tax bracket, you pay 27 percent retroactive on all of your income. Not true! You only pay the higher rate on the dollars that
         exceed each threshold (fig. 1.4). Each year these thresholds are adjusted, usually resulting in an increase of about 3.3 percent per threshold.
      

      
      The second assumption is that this married couple is filing a joint tax return and lives in a state with a flat-rate state
         income tax of 7 percent. (Each state has its own income tax rate, which may be higher or lower than 7 percent. Some states
         do not collect revenue through an income tax.) Thus, using tax year 2002 for our example, the combined federal and state tax rate would equal 22 percent for taxable income in excess of $12,000 and 34 percent for income in excess of
         the next higher bracket. These figures do not include FICA (Social Security taxes) or Medicare. Those additional taxes are
         added on top of federal and state income tax in the amount of 7.65 percent, matched by the employer for another 7.65 percent.
      

      
      Fortunately, federal and state income taxes are only calculated on “taxable” income. Taxable income is calculated as gross
         personal income (or net business income) less personal deductions and exemptions. These deductions and exemptions are subtracted
         from the top, not the bottom, of a taxpayer’s income—in other words, from the last, not the first, dollars you earn each year.
      

      
      Hence, if this married couple, filing jointly, has a $70,000 combined gross income and has $10,000 in personal deductions
         and exemptions, their taxable income—the amount eligible for taxation by the federal and state governments—would be $60,000.
         If they had not been able to claim $10,000 in deductions, they would have paid a combined $3,400 in federal and state taxes
         on the last $10,000 they had earned. Therefore, their legitimate $10,000 in deductions saved them $3,400 in federal and state
         taxes! That’s money they would have owed Uncle Sam had they not used those deductions! If the tax withheld from their paychecks
         during the year exceeded the amount they owed in taxes, this money would be refunded to them after they filed their joint
         tax return. Otherwise, if they owed taxes after completing their tax return, they would simply pay $3,400 less in taxes.
      

      
      In most circumstances, under current tax law a taxpayer can deduct mortgage interest expense on both primary and secondary
         residences. A secondary residence could be a vacation home, cabin, condo, motor home, RV, boat, etc. as long as it meets certain
         qualifications. There are also restrictions and limits for deductible interest, as we will discuss later. But, by and large,
       most homeowners or homebuyers can deduct at least some, if not all, of their interest expenses (see chapters 6 and 12).
      

      
      
      
      
MARGINAL AND EFFECTIVE TAX BRACKETS
      

      
      The tax bracket that your last dollars earned put you in, is classified as your “marginal” tax bracket. Your marginal tax
         bracket is different from your “effective” tax bracket. Your effective tax bracket is the tax percentage rate you pay as compared
         to your total income. For example, if your combined incomes were $100,000, you might be in a marginal federal tax bracket
         of 27 percent and a 7 percent state tax bracket—a combined bracket of 34 percent. But, if you have deductions and exemptions
         of $30,000, perhaps comprised of mortgage interest, IRA contributions, charitable contributions, and dependents in the home
         who qualify as exemptions, your taxable income may be $70,000. You might pay income tax of only 17 percent on the first $12,000
         (which equals $2,040), 22 percent from $12,000 to $46,700 (which equals $7,634), and 34 percent on the remaining $23,300 (which
         equals $7,922) for a total of $17,596. This is only 17.6 percent of your $100,000 gross income. This is your effective tax
         bracket, different from your marginal bracket, which is still 34 percent. Again, keep in mind this simple example does not
         include FICA or Medicare and is based on 2002 tax thresholds.
      

      
      With this in mind, ask yourself this question, “When analyzing the actual benefit of a tax deduction, should I calculate it
         using the effective tax bracket or the marginal tax bracket?”
      

      
      Consider the deductible mortgage interest of $10,000 in my original example, deducted off the last dollars I earn. I actually
         save 34 percent of $10,000, or $3,400, of otherwise payable income taxes I wouldn’t have saved without the deduction. Consequently,
         if I want to calculate the true tax savings I achieved by virtue of a deduction, I should always use the marginal tax rate
         times the amount of the deduction. This is always true when calculating the value of a new deduction unless other deductions
         and exemptions have already taken my gross income below the threshold. In that case, I may want to use the next lower tax
         rate to calculate a new deduction’s value. With this in mind, let’s go back to figure 1.1.
      

      
      During the first year of a thirty-year mortgage I can deduct $11,955 (column 3) of interest expense. In a 34 percent tax bracket
         I actually save $4,065 (34 percent of $11,955) in taxes if this deduction took my taxable income from, say, $70,000 down to $58,045. As a result, my net after-tax mortgage payments for the year total $9,143 (column
         6), even though I made twelve payments of $1,100.65, totaling $13,208 (column 4). This is because after filing my tax return
         on April 15, I got back $4,065 that year as a credit. In essence, Uncle Sam paid part of my house payment.
      

      
      If you don’t want to wait until April 15 every year for Uncle Sam’s contribution towards your house payment, you can change
         the exemptions on your withholding or pay less estimated quarterly tax payments and realize that money each month (see chapter
         12).
      

      
      If I were to take out a brand new thirty-year mortgage rather than a fifteen-year mortgage, my payment, in fact, would be
         less. However, we shouldn’t just take the differential between the thirty-year mortgage and the fifteen-year mortgage payments,
         and tuck that in our side fund. We need also to calculate and set aside the difference in tax savings achieved during the
         first fifteen years of a thirty-year mortgage.
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      *  $18,787 is the difference in additional tax savings using a 30-year mortgage versus a 15-year mortgage for the first 15
               years.

         ** The numbers in this figure were taken from figures 1.1 and 1.2

  
      
      As illustrated in figure 1.1 and figure 1.2, over the life of a $150,000, thirty-year mortgage, a homeowner consistently pays more mortgage interest each year with a
         thirty-year mortgage than with a fifteen-year mortgage (see circled totals). Most people view this as a negative. That’s why
         they are motivated to take out a fifteen-year mortgage—in order to pay as little interest as possible. However, by taking
         out a thirty-year amortized mortgage, the potential for tax deductions is greater. Therefore, the net after-tax monthly mortgage
         payment is substantially less for a thirty-year mortgage than for a fifteen-year mortgage.
      

      
      If we take the annual difference between the net after-tax payment on a fifteen-year mortgage and a thirty-year mortgage each
         year (fig. 1.5) and deposit that money in a tax deferred, interest-bearing side fund (let’s assume 8 percent interest), you will notice
         that by year fifteen, the conservative side fund (column 5) will have accumulated $26,976 more than is needed to pay off the
         mortgage (column 1)! This is why I call it the $25,000 mistake millions of Americans make. It’s an even bigger mistake if
         the mortgage is greater than $150,000.
      

      
      You might say, “But wait a minute, I have to pay 34 percent in taxes on the interest or growth I’m earning on my side fund!”
         The total in fifteen years from saving the difference between the net payment after tax in column 4 equals a basis in my side
         fund of $78,699. Even in a tax-deferred investment, the gain we achieve of $63,448 to arrive at a balance of $142,147 (column
         5) in fifteen years could be subject to tax. If so, assuming a 34 percent tax rate, we would incur a tax liability of $21,572
         (34 percent of our $63,448 gain), meaning we would have only realized $5,404 ($26,976–$21,572 = $5,404) more than is needed
         to pay off the mortgage balance of $115,171. (This is true unless we use an investment wherein we can access our gain tax
         free rather than just tax deferred. This book will teach you how you can accomplish this.)
      

      
      As I began this chapter, I noted many homeowners today are trying to hasten the goal of accomplishing a free and clear home
         by making extra principal payments in one fashion or another. What they don’t realize is that by setting aside those same
         dollars in a conservative side fund that is tax advantaged, they can accumulate enough money in that side fund to pay off
         the mortgage just as quickly, or, as I have shown, even more quickly.
      

      
      Depending on the frame of reference, earning 8 percent interest in a side fund may or may not seem realistic. A side fund
         earning an average of 8 percent would have been considered conservative during the 1990s. It is important to understand that
         interest rates are relative. During times that mortgage-borrowing rates are approximately 8 percent, the interest rate we
         can earn on conservative investments will likely be about 8 percent. Therefore, during times when mortgage-borrowing rates
         are at 6 percent, conservative investment earning rates will likely be about 6 percent. In other words, the strategy of accumulating
         a side fund sufficient to pay off a mortgage in a shorter time frame than paying extra principal on your mortgage can be achieved,
         regardless of the interest rate environment.
      

      
      Based on just a $100,000 mortgage, you can actually end up with enough money to pay off your mortgage in the same time-frame
         as using traditional methods, with up to $20,000 extra to be used at your discretion. If you choose, you can use those extra
         funds to pay off the mortgage one to two years sooner! That’s one advantage of using this method over the traditional methods.
         What are the other advantages? Keep reading and you’ll find out.
      

      
      
         
         
1 WEALTH-ENHANCEMENT STRATEGY NUMBER ONE


         
         
            	
               Establish a liquid side fund to accumulate the funds required to pay off your mortgage, maintain flexibility, achieve substantial
                     tax savings and accumulate excess cash.

            

         

         
      

      
      
   
      
      
      
CHAPTER 2

      
    The $150,000 Lesson on Liquidity

      
      
         Avoid expensive risks. Position yourself to act instead of react.

      

      
      
         COMMON MYTH-CONCEPTION

         Home equity is liquid.

      

      
      
         REALITY                                     

         When you need it most, you may not have it. Home equity is usually non-liquid.

      

       

      If I were your investment consultant and offered a particular investment for your consideration, you would likely ask the following questions:
      

      
      
         	“How liquid would my money be?” In other words, you would want to know how easily you could access your money at any given time if you
               needed it. Liquidity is probably the number one consideration for any prudent investment.
            
         

         	“Would my money be safe?” Is the investment guaranteed and/or insured? What element of safety is inherent in the investment?
           
         

         	“What rate of return can I expect?” Most people are usually willing to give up a little safety to get a little return. Even depositing money in
               a bank requires that we give up some safety to obtain some rate of return. We all want maximum return at minimum risk.
            
         

         	“What about the tax consequences?” A tax-favored investment will, in the long run, achieve a higher net rate of return by virtue of its tax benefits.
          
         

      

      
      Throughout this book I will explain the application of these important concepts—liquidity, safety, rate of return, and tax
         benefits—as they relate to wealth enhancement and management.
      

      
      
      CRACKING THE NEST EGG

      
      How important is it to have the liquidity necessary to get you through the tough times? How will you cope when unexpected
         circumstances arise from external forces over which you have no control?
      

      
      Liquidity is the number one element—the key factor—in determining a wise and prudent investment. Many homeowners believe home
         equity to be a convenient nest egg from which they can always access cash when needed. However, in a time of dire need, many
         of them suddenly realize that, no matter how much home equity they have, it is not as liquid as they thought.
      

      
      Suppose you had been doing what many homeowners do—that is, making extra principal payments on your mortgage every opportunity
         you had. Over a period of five or six years you would have paid a substantial amount against the principal of your mortgage
         with those extra payments. What if all of a sudden you found yourself with a physical disability or unemployed? You would
         go to your mortgage banker and explain, “Hey, Mr. Mortgage Banker, I was faithful all these years; in fact, I even paid you
         extra money. Will you please let me coast now for a little while since I am way ahead of schedule?”
      

      
      The mortgage banker would say, “Sorry, you’ll have to fill out an application to see if you qualify to borrow that money back.”

      
      You might say, “Wait a minute! I’ve been paying you extra; I am way ahead of schedule! I deserve a break!” Eventually, you
         would realize it doesn’t matter how much extra you have paid on your mortgage balance; your next mortgage payment is due in
         full in thirty days. In fact, if your mortgage payment becomes delinquent for ninety days, the mortgage banker can foreclose
         on a trust deed note. If that happens, all your extra efforts to reduce your mortgage quickly—all that extra equity you accumulated
         in your property—will have been for naught!
      

      
      I knew a man who owed $100,000 on his home. He got a $90,000 windfall and paid all of it against his mortgage. With only a
         $10,000 balance remaining, this man became disabled and lost his income. Still, his normal mortgage payment was due the next
         month. He missed three consecutive payments. He wasn’t able to borrow back any of the $90,000 he had just paid because he
         lacked the ability to repay. His home was foreclosed on!
      

      
      Physical disability is the number one cause of home foreclosure in America. What’s more, the chances of becoming temporarily
         financially disabled at some point in life are far greater than becoming physically disabled.
      

      
      Envision taking a $100 bill, putting it in a tin can, and burying it in your backyard. Is that $100 bill liquid? Yes, as long
         as you can remember where you buried it! What about the hundreds of dollars we tie up in the bricks, mortar, wood, steel,
         and concrete of our homes? Are those dollars liquid? No, they are not. The fact is, the money buried in the tin can in your
         backyard has greater liquidity than the money tied up in your property!
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      If you were to take a loan application to a bank during a critical time in your life when you were sick, unemployed, or simply
         had a financial setback, chances are they would say, “Sorry, come back when you have the ability to repay.” It doesn’t matter
         how many assets you have, because most banks are not collateral lenders. They love to tie up assets with liens, but their
         first requirement is that you show your ability to repay. You almost have to prove to the banker you don’t need the money
         before he’ll loan it to you!
      

      
      Most of us are familiar with the golden rule—“Do unto others as you would have them do unto you.” There is a different golden
         rule in finance: “He who has the gold, makes the rules!” For this reason, it is better to have control of your home equity
         and never access it, than to need it and be unable to obtain it.
      

      
      
      
      
ACT—DON’T REACT
      

      
      Why is liquidity important? Because life is unpredictable. Let’s go back to September 1987. If I had been your investment
         consultant and had advised you to sell all your stocks and convert them into a cash position, I would have been your financial
         hero! Why? Because the stock market crash of 1987! The people who lacked liquidity during that crucial time period were forced
         to sell and may have taken a beating. Many scrambled to cover margin accounts due to lack of liquidity. Those who had other
         resources and liquid funds available were able to ride out the short-term market correction.
      

      
      One of the purposes of managing equity is to position yourself in a situation where you can act upon opportunities rather than be forced to react to situations. When fluctuations in the market occur, truly, the smart rich get richer. Unfortunately, in those same circumstances,
         the poor often get poorer (with respect to knowledge and liquid assets). Those who are able to act—buy on the low market,
         and sell at the high points—continue to accumulate wealth. Those who have to react and sell when the market goes down end
         up losing what they had hoped to gain.
      

      
      During the late 90s, it seemed even “turkey” mutual funds and stocks soared because in a stiff breeze, even a turkey can fly.
         Then the correction came in September 2000, bringing turkeys and blue chips alike down to earth. I have observed through nearly
         three decades of financial planning that timing the market doesn’t generally work. But investors continue to try. Over the
         twenty-year period between 1980 and 2000, the average growth of 199 institutional growth funds was approximately 12 percent
         per year, including all the fluctuations in the market. Yet, personal investor returns only averaged about 2 percent annually
         during the same time period. This difference reflects the fact that individuals keep getting in and out of the market at the
         wrong times. The average time investors keep their money in the market is about three years—much too short a time period!
      

      
      Having liquidity allows you to ride out the tough times. We know the market has never, and will never, go up in an infinitely
         straight line. We also know it is equally impossible for the market to go down in an infinitely straight line. The market
         is more like a yo-yo in the hands of a man walking up stairs. There are ups and downs, but in the long term, the market, like the yo-yo, will likely move in an upward
         direction.
      

      
      The same is true with real estate appreciation. Real estate markets rise and fall, but over time they generally appreciate.
         Depending upon where your property is located, that appreciation rate could average 3 percent, 5 percent, or even 7 percent
         per year.
      

      
      
      
      APPRAISING REAL ESTATE’S VALUE

      
      The reason why property values increase is because the demand for them becomes greater than their supply. Basic economics
         teaches that whenever the demand for products is greater than their supply, prices go up. On the other hand, if supply exceeds
         demand, prices fall. This is also true of real estate. At any given time, the demand in certain areas of the country is adversely
         impacted by various microeconomic conditions, causing real estate prices to drop, leading to depressed markets. At the same
         time, other areas of the country may be booming, increasing demand, causing their real estate markets to rise.
      

      
      Let’s take a look at Houston, Texas, when the oil prices were down during the early 1980s. Suddenly there was a glut of homes
         on the market. The homes that had been appraised at $100,000 only a year earlier were forced on the market for $60,000 and
         $70,000. Sixteen thousand homes were foreclosed on. Homeowners’ equity was dramatically affected.
      

      
      Prior to the recession, the vast majority of those people probably had been making timely mortgage payments. In fact, many
         of them had probably been making extra principal payments on top of their regular payments. But when they suddenly became
         unemployed and had to relocate and sell their properties, they lacked liquidity. They tried in desperation to sell their homes,
         sometimes for much less than their market value had been just a few months earlier. These people did not have bad credit histories;
         they simply found themselves in a situation where they could not make their mortgage payments.
      

      
      Many of these people pled with their mortgage companies to let them coast a few months or to let them refinance their homes.
         Mortgage companies wouldn’t let them. Many of them went to their bankers and asked for equity lines of credit based on the equity
         they had in their homes. The bankers wouldn’t help them. Many homeowners had no choice but to turn their homes back to the
         bank and to lose whatever equity they had built in their properties.
      

      
      In contrast, the homeowners who had liquid funds available could ride out the market until it recovered, or they could afford
         to sell their properties at their deflated values. They were able to preserve some or all of the equity they had built.
      

      
      
      
      THE $150,000 LESSON

      
      In 1978, a couple constructed a unique country home, comprising 6400 square feet of living space. Designed like a Swiss chalet,
         the home was beautifully decorated and was scheduled to be featured in Better Homes and Gardens. The couple’s home appreciated in value and by 1982 it was appraised for just under $300,000. They had accumulated a significant
         amount of equity, not because of extra payments made on the property, but because market conditions improved during that four-year
         period.
      

      
      This couple thought they had the world by the tail. They had a home valued at $300,000 with first and second mortgages owing
         only $150,000. They had “made” $150,000 in four short years as a result of property appreciation. They had the misconception
         that equity in their home had a rate of return when, in fact, it was just a number on a sheet of paper.
      

      
      Then, a series of unexpected events reduced their income to almost nothing for nine months. They tried desperately to borrow
         funds to keep mortgage payments current, but without the ability to repay, they couldn’t. Three months into the ordeal, they
         sold a vacation time share and applied $10,000 to bring the mortgage current. After another three months, they sold a rental
         income duplex, which again brought them out of delinquency.
      

      
      Realizing there was no way to stay, they put the home on the market to protect their $150,000 of equity. Unfortunately, the
         real estate market, which previously had been strong, turned soft. After reducing the price of the property several times—from $295,000 to $260,000, $245,000, $225,000, and finally $195,000—they were not able to find
         a buyer. Sadly, they gave up the home in foreclosure to the mortgage lender.
      

      
      But the story doesn’t end there. The two mortgages on the property were in the amounts of $125,000 and $25,000, respectively.
         The second mortgage holder outbid the first mortgage holder at the ensuing auction. Much like the original owners, the second
         mortgage holder felt it was in a good position. The lender knew the home had appraised for $300,000, and that the obligation
         owing was only $150,000. It thought it could turn around and sell the property to cover the investment.
      

      
      During the soft market, the home did not sell for another nine months, during which time the lender was forced to pay the
         first mortgage payment and accrued an additional $30,000 of interest and penalties. By the time the home finally sold—for
         $30,000 less than the accrued indebtedness on the home—guess who got stuck with the deficiency balance of $30,000 on their
         credit report? The original owners, of course!
      

      
      This couple not only had a foreclosure appear for seven years on their credit report, but the report also showed a deficiency
         balance owing of $30,000 on a home they had lost nearly one year earlier! In a time of financial setback, they lost one of
         their most valuable financial assets due to the lack of liquidity.
      

      
      Through this experience, this couple learned some unforgettable lessons. They learned the importance of positioning their
         assets in financial instruments that maintain liquidity in the event of an emergency. They learned the importance of maintaining
         flexibility in order to ride out market lows and take advantage of market highs. Most important, they learned never to allow a significant amount of equity to accumulate in their property without maintaining liquidity. I know they learned these things, because my wife and I were that couple.
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    The Most Important Reason to Keep Equity Separated from Property… 
LIQUIDITY
      

      
      
      
      SEPARATING EQUITY FROM REAL ESTATE

      
      How do you get cash out of real estate? There are only two ways. You either have to sell the property or separate the equity
         through a conduit known as a mortgage. Obviously, if the purpose behind this exercise is to own property outright, selling
         isn’t the way to go! Therefore, to get cash out of your home, you must refinance and mortgage your property or obtain an equity
         line of credit (which is simply another form of refinancing).
      

      
      You may be asking yourself, “Wait a minute, isn’t my goal to get out of debt, not to increase it?” I agree with that goal,
         and I’ll cover how to get out of debt the quickest, smartest way possible later. But for now consider the question of who
         controls the ability to get cash out of your property? Is it you, the owner? No, it’s the bank!
      

      
      Home equity is not liquid and does not pass the initial test of a prudent and wise investment.

      
      
         
         
2 WEALTH-ENHANCEMENT STRATEGY NUMBER TWO
         

         
         
            	
               Position yourself to act instead of to react to market conditions over which you have no control.
            

            	
               Separate as much equity from your property as is feasible, positioning it in financial instruments that will maintain liquidity
                     in the event of emergencies and conservative investment opportunities.
            

         

         
      

      
      
   
      
      
      
CHAPTER 3

      
      Separating Home and Equity To Increase Safety

      
      
         A home mortgaged to the hilt or totally free and clear provides the greatest safety for the homeowner.

      

      
      
         COMMON MYTH-CONCEPTION

         Home equity is a safe investment.

      

      
      
         REALITY                                     

         A home mortgaged to the hilt or totally free and clear provides the greatest safety for the homeowner.

      

       

      Many people feel comfortable depositing money in federally insured savings accounts or certificate of deposits. These banking accounts, approved by the
         Federal Deposit Insurance Corporation, are usually attractive to savers for reasons Will Rogers once identified: “I am more
         concerned about the return of my money rather than the return on my money.”
      

      
      Most people are more concerned with the safety of the principal of their investment than they are with the potential earnings
         on that investment. And home equity is no different. Most homeowners have the misconception that the equity in their homes
         is safe, and they are content to leave it there. Is that really the safest place for it?
      

      
      
      KEEPING EQUITY SAFE

      
      If I were to purchase a home for $200,000 with a $120,000 down payment, I would incur an $80,000 mortgage. Also, at the time
         of purchase, I would have a total of $120,000 in equity. Let’s say, due to a soft real estate market, the value of the home
         drops from $200,000 down to $160,000. Did that $40,000 reduction come off the mortgage or off the equity? Most definitely,
         it came off the equity.
      

      
      Let’s go back to the tin-can illustration in chapter two. If I had a $100 bill buried in my backyard inside a tin can, is
         the $100 bill safe? Sometimes I jokingly reply, “Yes, as long as my wife doesn’t know where I buried it!”
      

      
      So, are the dollar bills we tie up in our home as safe as the dollar bills we have buried in the backyard? Again, let’s go
         back to Houston. In 1981 and 1982 when oil prices went down, many homeowners tried in desperation to sell their properties.
         Because the supply of homes was greater than the demand, home values plummeted. Much of the equity people had built for years
         in their properties was lost when the soft real estate market forced them to sell and liquidate.
      

      
      Think if a Houston homeowner, after an earlier appraisal of her home, had removed a large portion of her equity and put it
         into a safe and liquid side fund accessible for use when market values dropped. Even if the value of her home had gone down, she would
         have had a sizeable amount of liquid cash on hand.
      

      
      
      
      WHO’S SAFER: YOU OR YOUR LENDER?

      
      Even if the value of the home goes below the mortgage balance, with my equity separated, I am still in a position of control.
         If the market forces me to sell the property for less than the outstanding loan, then I have cash available to settle all
         liabilities. I could use that cash to pay off my mortgage balance. Whether I have mortgaged my home to the hilt or own the
         home free and clear, I still have the same amount of equity, but the liquidity and safety of my equity can be greater if I
         keep it separate from the property.
      

      
      My recommendation is that people have their home mortgaged as high as is feasible for their budgets. Some want their homes
         totally free and clear because it gives them peace of mind. I understand that desire. However, the road to that peace of mind
         may come at an extremely high price. For equity to be in as safe a position as possible, I contend it must either be repositioned
         out of a home by mortgaging it to the maximum amount feasible, or left in a home that is totally free and clear. Any place
         in between is a risky position from a safety and liquidity standpoint.
      

      
      If a mortgage lender carried a mortgage loan based on a borrower’s income, net worth, and the value of her property, conventional
         guidelines would dictate a loan of 80 percent of the value of the home. If the loan becomes delinquent, the trust deed note
         or mortgage allows the lending institution to legally foreclose and resell the property. In most markets, homes can be liquidated
         rapidly for at least 80 percent of the appraised value of the home at the time the loan was taken out. Rarely does the real
         estate market become so bad that homes will only sell for 60 to 70 percent of their appraised value at the time mortgages
         were originated. Thus, most conventional first mortgage lenders want a margin of 20 percent as a protection against possible
         loan default. (If a mortgage lender decides to loan in excess of 80 percent of a home’s value, it would protect itself by charging an additional amount
         known as a mortgage insurance premium [MIP] or private mortgage insurance [PMI].)
      

      
      Thus, if a borrower had a $200,000 home, and all other considerations were favorable, a mortgage lender would most likely
         be willing to lend $160,000 keeping a $40,000 cushion. In rising real estate markets, this cushion increases as time passes,
         and the mortgage lender thus becomes more and more secure.
      

      
      Consider, for example, a $200,000 home with a $160,000 mortgage. If the value of the home is appreciating at a rate of 5 percent
         a year, the home will double in value about every fifteen years. Thus, the mortgage institution becomes more secure in its
         investment because the loan-to-value ratio improves each year. Now let me ask you, “If the mortgage company is continually
         improving its margin of safety, how does that affect your safety?” In just the opposite way! Your position of safety becomes
         worse and worse. Each year your mortgage reduces and your home appreciates, your safety is being taken away as far as your
         investment in your home is concerned. The more equity you accumulate and leave trapped in the home, the less safety your equity
         investment principal has—meaning, if real estate markets take a sudden turn downward, your equity suffers, and the safety
         of your investment has been compromised.
      

      
      
      
      SPEEDING YOUR RECOVERY FROM FINANCIAL SETBACKS

      
      Let’s say you have a home located right in the middle of a California earthquake zone. If your $200,000 home, without earthquake
         insurance and with little or no mortgage debt, is destroyed in the earthquake, would you be able to recover from that devastation
         quickly? Probably not.
      

      
      On the other hand, if that same home, this time with a $160,000 mortgage and $80,000 cash placed in a liquid, safe, side fund,
         is destroyed in an earthquake, what then? Yes, you would still owe the mortgage balance, but since the mortgage company likely
         would have only required fire insurance and not earthquake insurance on your property, you would be in a position of greater
         control. You would have more leverage as to whether you wanted to negotiate with the mortgage company and release the property to them as is. You would
         be in a position to negotiate whether you wanted to take some of your liquid side funds to pay off the mortgage on the damaged
         property. You would have the option to use some of that side money to get into a new home. I assure you, having safety of
         principal, versus money tied up in your property, opens up crucial alternatives for financial recovery.
      

      
      A gentleman came into my office a few years ago who had been making triple house payments on his $100,000 home. Over a relatively
         short period of time, he had paid $50,000 of his $80,000 mortgage, leaving him with a balance of $30,000. Then, because of
         a physical disability and other circumstances beyond his control, he was forced to turn the property back to the mortgage
         lender, thus losing $70,000 of equity trapped in his home. He lacked both liquidity and protection of the safety of his principal.
      

      
      The most dangerous position a homeowner can be in is to have a home worth substantially more than the mortgage liens against
         it. It makes no difference how much the property is worth, nor does it matter if the lien on your property is for $2,000,
         $20,000, or $200,000. Any type of lien on the property makes it encumbered. This means if the liability is not met, the person
         or entity to which the liability is due has the right to acquire your property or to be paid before you receive any equity
         when the property is liquidated.
      

      
      With that in mind, a $200,000 home with a $20,000 mortgage puts the mortgage company in a position of tremendous safety but
         puts the owner in a precarious situation with little safety of principal. Whose security are you trying to achieve, the bank’s
         or your own?
      

      
      As I described in Chapter Two, my wife and I were lulled into a false sense of security when the home we built for $150,000
         appreciated to an appraised value of about $300,000 in four short years. Yet, when our fortunes shifted due to circumstances
         beyond our control, the investment represented by the equity in our home turned out to be one of the least safe in which we
         have ever been involved. We lost it all, and owed another $30,000 to boot!
      

      [image: image]

    The Second Most Important Reason to Keep Equity Separated from Property…
 SAFETY
      

      
      
      
      LOCATION, LOCATION, LOCATION

      
      The three most important factors that determine the fair market value of any real estate property are first, the location
         of the property; second, the location of the property; third, the location of the property. May I also submit to you the three
         most important factors for conserving the safety of the principal of any real estate property are first, the location of the
         equity; second, the location of the equity; third, the location of the equity.
      

      
      Real estate equity is no safer than any other investment whose value is determined by an external market over which we personally
         have no control. In fact, due to the hidden “risks of life,” real estate equity is not nearly as safe as many other conservative
         investments and assets. Therefore, home equity does not pass the second test of a prudent and wise investment: safety.
      

      
      
         
         
3 WEALTH-ENHANCEMENT STRATEGY NUMBER THREE
         

         
         
            	
               Separate as much equity from your home as is feasible to achieve greater safety of principal.
            

         

         
      

      
      
   
      
      
      
CHAPTER 4

      
      Is Your Home Really Safe?

      
      
         Real properties with high equity and low mortgages get foreclosed on the soonest.

      

      
      
         COMMON MYTH-CONCEPTION

         Homes with a lot of equity are less subject to foreclosure.

      

      
      
         REALITY                                     

         Homes with substantial equity are usually the first ones mortgage bankers foreclose on if their mortgages become delinquent.

      

       

      Unfortunately, many home buyers have the misconception that paying down their mortgages quickly is the best method of reducing the risk of foreclosure on
         their homes. Although the final mortgage payment certainly reduces the risk of foreclosure, in the interim, all the methods
         most people use to pay off their mortgages quickly actually increase the risk of foreclosure. Many people who scrape up every
         bit of extra money they can to apply against their mortgage principals often find themselves with no liquidity. When tough
         times come, they find themselves scrambling to make their mortgage payments!
      

      
      
      THE SOFT MARKET

      
      It is important to understand the value of a home is not contingent upon how much the mortgage is. Rather, the value of a
         home is contingent upon what the market dictates. In other words, its value is based on whatever buyers are willing to pay
         for it. Just because you bought a $200,000 home and obtained a $160,000 mortgage does not mean its value will be $200,000
         or even $160,000 when you sell it. In soft real estate markets, I have seen homes originally worth $200,000 lose value to
         $100,000—only 50 percent of the original amount.
      

      
      Remember the home I bought in 1978? It had an appraised value of $300,000 in 1982, but soon thereafter, it wouldn’t sell for
         even $150,000! With the glut of homes on the market where I lived, most lost some value, but not as dramatically as the 50
         percent loss I experienced. Why? My mortgage in 1982 was classified as “jumbo”—in other words, above the average market. In
         a soft market, the demand for this type of luxury home can be very, very small. Worse, even the few buyers for this type of
         home know they can obtain one for fifty cents on the dollar, or sometimes even less.
      

      
      
      REAL ESTATE AUCTIONS

      
      A mortgage company sells a foreclosed home on auction, usually held at the county courthouse or with the sheriff. The home
         is awarded to the highest bidder at the time of the auction. After winning, the highest bidder has to pay for the home in full or can be allowed
         to put down a certain amount immediately—usually around $5,000—then has twenty-four hours to return with the balance. The
         highest bidder wins regardless of the price. Fairness has nothing to do with the process—it unfolds in simple accordance with
         the contract agreed upon by both lender and borrower.
      

      
      In lieu of foreclosure, homeowners may choose to deed over their homes to the mortgage company if the value of the home is
         close to its anticipated liquidation price on the auction block. In such an arrangement, the homeowner may give up the right
         to any extra equity that could be realized over and above the mortgage balance and late fees at the time of sale. On the other
         hand, by deeding over the property, the homeowner is protected from any liability in the event of a low-priced sale.
      

      
      Many individuals and entities make thousands of dollars by acquiring properties at real estate auctions, then selling them
         at a profit. As an example, one of my clients obtains weekly lists from the county courthouse of homes scheduled for foreclosure.
         He studies their loan-to-value ratios and carefully selects those he feels are the best bargains. After touring the properties
         with selected individuals from his pool of potential home buyers, he attends the weekly auction. He prepares to bid up to
         a pre-determined amount just below what a client is willing and pre-qualified to buy.
      

      
      Let’s say a home, appraised at $100,000 and carrying a mortgage balance owing less than $60,000, comes up for auction. Because
         only $60,000 is required to pay off the liability of this home, this man is able to buy it for $.60 on the dollar. Having
         won the bid on that home, he must immediately pay $5,000 to the court in order to secure his claim. The next day he must pay
         the balance due—in this case, $55,000—in cash. Depending on the condition of the home, he may then spend an additional $10,000
         or so fixing it up over the following weeks. Eventually, he sells the property for, say, $80,000, to his pre-qualified buyer
         and makes a $10,000 profit.
      

      
      This man’s reputation is so secure, he has a network of mortgage lenders, home foreclosure attorneys, fix-up contractors,
         and a pool of potential home buyers that keep him busy as a regular bidder. And because he has the means to close a cash purchase of these
         properties within twenty-four hours, he provides a valuable service and is compensated handsomely.
      

      
      A great deal of research and skill is required in order not to be occasionally stung buying properties on auction. For example,
         one day my client, who is an expert at this, witnessed a novice bidder at the auction who thought he had done his homework.
         He didn’t understand why he and the mortgage company were the only ones bidding on a house. After winning the bid, he jumped
         for joy thinking he had gotten a steal on a home by bidding to pay off the mortgage in the amount of $60,000 on a $100,000
         house. After laying down a check for $5,000, he found out there were tax liens amounting to thousands of dollars. He grabbed
         his $5,000 off the clerk’s table and ran out of the courthouse!
      

      
      
      
      
      FORECLOSURE

      
      It is important to understand every day that goes by, a mortgage banker becomes more secure with the homeowner’s loan because
         usually a home will appreciate over time, even if slowly. Most mortgage bankers realize that geographically limited recessionary
         periods are somewhat temporary, usually lasting no longer than two to four years.
      

      
      However, during those recessionary times, homeowners who find themselves in tight straits may plead with their mortgage bankers
         to let them have some breathing room. They might cite all the extra principal payments they’ve made on their mortgages as
         proof of good intent. They might even point to the amount of equity they’ve built in their properties. Truth is, it doesn’t
         matter. Whether you just barely scraped together last month’s required payment or paid an extra $10,000 on top, the next month’s
         mortgage payment is still due (unless your mortgage contract specifically states otherwise).
      

      
      Principal payments simply reduce the principal balance of the loan. However, regardless of the number and amount of your extra
         principal payments, the next contractual payment comprised of principal and interest is due in thirty days. If the mortgage becomes delinquent for ninety consecutive days, the mortgage banker has the
         legal right to fore-close on property secured with a trust deed. If the mortgage is protected by a mortgage contract (rather
         than by a trust deed note), most state laws protect the homeowner for about six months before a mortgage banker can successfully
         foreclose and receive full title to the property.
      

      
      I think the saddest situation is when a homeowner has tried to pay off his home as rapidly as possible, only to find himself
         in a set of circumstances beyond his worst imaginations. All the equity he was desperately trying to develop over years of
         making steep payments on short mortgage terms or extra principal payments on longer mortgage terms is lost—gone in ninety
         days!
      

      
      Consider a mortgage banker in Houston when the oil prices plummeted and over 16,000 homes were foreclosed on. If you were
         that mortgage banker, looking at a loan portfolio in which 100 mortgages were seriously delinquent, how would you decide which
         homes to pursue foreclosure on?
      

      
      Let’s say all 100 of those mortgages had original balances of $200,000 but now have varying balances owing: 10 percent of
         the mortgages still have nearly $200,000 owing, 10 percent have $180,000 or so owing, 10 percent have $160,000 owing, and
         10 percent have $140,000 owing. And so it goes on down the line until you get to the last 10 percent of loans held by the
         banker—loans held with only $20,000 mortgage balances owing on them.
      

      
      Having considered your portfolio of delinquent loans, knowing you need to make a quick turnaround, and realizing with the
         soft market, these 100 homes, are now selling for as little as $100,000, you have to make a decision. The mortgage company
         you work for doesn’t want a large inventory of homes acquired through foreclosure. It’s more interested in recovering the
         money invested in the loans. Thus, you have to consider which ones will sell quickly so you can recover any losses and preserve
         principal on behalf of investors.
      

      
      The mortgage company can call any of these loans (declare them immediately due and payable) because they are all in default.
         Even in a distressed market, a mortgage company will be able to resell those properties because there are always a few anxious investors
         prepared to pick up properties cheaply, knowing that, prices will rise again as the market bounces back. Maybe the selling
         price for these homes, originally worth $200,000, will be a mere $80,000, $100,000, or $120,000, but their value will likely
         rise. Mortgage companies are legally afforded the opportunity to make a profit on foreclosures where possible, which they
         could return to the foreclosed owners. In reality, however, the mortgage company’s only concern is to avoid any losses by
         covering the mortgage balance due. At the time of liquidation, the homeowner may hope to recover some of the equity in the
         foreclosed-on home, but the mortgage banker has no motivation to sell the property for any more than necessary to recoup losses.
      

      
      As the mortgage banker, consider the soft market, the low demand for homes, the falling prices, and the resulting $120,000
         average value of the 100 homes in your delinquent portfolio. Which homes would you foreclose on first? The homes with $140,000
         and $160,000 mortgages? Or would you foreclose on homes with only $20,000 and $40,000 mortgage balances remaining?
      

      
      You will likely foreclose first on those people who have the lowest mortgage balances, putting off foreclosures on those with
         high mortgage balances. In fact, in the latter case, you will most likely work with the homeowners in every possible way to
         help them keep their homes and payments current.
      

      
      I have a close acquaintance whose father-in-law is in his early sixties. Due to a series of unfortunate circumstances, this
         father-in-law and his wife were unable to make their mortgage payments for over twenty-four months. The mortgage company could
         have foreclosed on their home mortgage during the first 90 to 180 days of delinquency, but, with the high loan-to-value ratio
         of their mortgage, the mortgage lender bent over backwards trying to assist them. It extended the time to bring the mortgage
         current; it helped to arrange easier payment terms. It even coached the homeowner, off the record, as to when it is best to
         file a Chapter 13 bankruptcy and when it is best to convert that to a Chapter 7 bankruptcy in order to buy the most time.
         The home had a high mortgage balance, and the lender obviously believed by being patient with this couple, it would recover the most money. Those homeowners
         lived in their home for over two years without making a mortgage payment!
      

      
      Homes with substantial equity are the first ones mortgage bankers usually foreclose on because the loan and delinquency can
         legally be remedied by selling the property quickly to cover their risk and protect their investors—especially in a soft real
         estate market. A mortgage with a small loan-to-value ratio offers the greatest opportunity for a mortgage banker to protect
         its interest by using the homeowner’s equity to discount the price of the home in the case of delinquency. And remember, even
         if the home is sold in foreclosure for less than the loan amount, a homeowner may be left with the deficiency on his credit
         report.
      

      
      
      
      LIQUID EQUITY

      
      A major cause of foreclosure in America is physical disability. The chance of becoming financially disabled is even greater
         than physical disability, which highlights the importance of having liquid assets. A liquid side fund allows a homeowner the
         flexibility of using extra dollars for savings and investment opportunities, and the ability to keep the mortgage current
         if the need arises.
      

      
      It is extremely difficult to borrow when the ability to repay is lacking. A mortgage banker—or any bank for that matter—is
         unlikely to loan money even if that individual has substantial collateral. Only lenders who charge high interest rates for
         the high risk incurred are willing to loan money under those circumstances.
      

      
      Managing equity in order to maintain liquidity requires a high amount of discipline. Setting aside funds in a liquid position,
         allowing easy access in case of tough times, requires a homeowner to save the money he might have put toward building equity
         by making extra principal payments. Then discipline must be exercised not to consume the funds. Those who can maintain this
         discipline reap the rewards. Liquidity allows them to “peel off dollars”—dollars that can be used to save, to invest, or to
         keep mortgages current in case of temporary setbacks. Liquidity also allows a degree of flexibility that not only will keep your credit rating healthy, but will also give your
         equity far more protection than putting it in the hands of the mortgage banker.
      

      
      Separate your equity from your home by using a first mortgage, second mortgage, or equity line of credit, and keep it in some
         type of safe, liquid side fund such as those introduced in Section III.
      

      
      Every time a mortgage contract is entered into, a homeowner is pledging his home as collateral. A home is usually a person’s
         greatest asset, which is why homeowners often attempt to eliminate their mortgages as soon as possible. But by having the
         discipline and vision to maintain liquidity in order to have your home work for you, you’ll be safer financially and get out
         of debt more quickly.
      

      
      
         
         
4 WEALTH-ENHANCEMENT STRATEGY NUMBER FOUR

         
         
            	
               To reduce the risk of foreclosure during unforeseen setbacks, keep your mortgage balance as high as feasible.
            

            	
               Keep your equity separated into a position of liquidity and safety until you are ready to pay off the mortgage in a lump sum.
            

         

         
      

      
      
   
      
      
      
CHAPTER 5

      
      The Return on Equity Is Always Zero

      
      
         No matter where your property is located, the return on equity is always the same—zero!

      

      
      
         COMMON MYTH-CONCEPTION

         Home equity has a rate of return.

      

      
      
         REALITY                                     

         Equity grows as a function of real estate appreciation and mortgage reduction; however, equity has no rate of return.

      

       

      One of the greatest misconceptions among homeowners is that equity has a rate of return. In this chapter we will explore the growth of equity
         as a function of real estate appreciation and mortgage reduction. Even so, equity does not earn a rate of return!
      

      
      
      THE VALUE OF REAL ESTATE

      
      Real estate has always been deemed a valuable asset. It has always been a limited commodity. Acquiring property and land has
         always been associated with wealth.
      

      
      A gentleman once told me he had bought a lot where he was planning to build a cabin. He had paid $20,000 for the lot several
         years earlier, but had not yet gotten around to building on the property. It was now worth $40,000. Then he made an interesting
         comment: “It was one of the best investments I ever made.”
      

      
      When he sensed I wasn’t impressed, he asked why. I indicated I could not make a judgment call without getting additional information.
         I asked him how long he had owned the property. He told me ten years. I asked him if he had paid cash for it. He said, yes.
         Then I said, “Well, you probably could have done much better elsewhere; you received the equivalent of about 7 percent interest
         compounded annually on your money. During that same ten-year period, you could have earned at least 11 percent.”
      

      
      He asked how I had figured that out so quickly.

      
      I replied, “The Rule of 72.”

      
      
      
      THE RULE OF 72

      
      The Rule of 72 is generally used in the financial industry to calculate the number of years it takes to double invested money.
         You simply take the interest rate, divide it into 72 and the result is the number of years it will take to double your money
         (fig. 5.1). This formula, requiring only simple arithmetic, assumes that no additional principal is added to the investment over the
         years it is held. Thus, the result of 72 divided by 9 indicates that at a 9 percent interest rate compounded annually, you
         will double your money every eight years. If you earn 7 percent interest, your money will double every ten years. If you earn
         10 percent interest, your money will double every seven years.
      

OEBPS/images/9780446550017_c.jpg
MISSED
FORTUNE






OEBPS/images/Art_P022.jpg





OEBPS/images/Art_P016.jpg
m PAY OFF A 30-YEAR MORTGAGE IN 15 YEARS
USING $18,787* OF UNCLE SAM'S MONEY**
PRINCIPAL $150,000 RATE 8.00%

Ul @ ] W &)
30188 15.ve4R 30.vexR OFFERENCE  DIFFERENCE
END  MORTGAGE  MORTGAGE  MORTGAGE BeTWEEN EARNING

oF LOAN  NETPAYMENT NETPAYMENT  NETPAYMENT %

VR BALNGE  AFTERTAX  AFTERTAX AFTERTAX  COMPOUNDING
1 §148,747 $13,188 $9,143 $4,045 34,195
2 147,390 13,340 9,179 4,161 8,856
3 145,920 13,505 9,217 4,288 14,032
4 144,328 13,684 9,258 4,426 19,775
5 142605 13877 9,303 4574 26,144
6 140738 14,087 9,352 4,735 33,204
7138716 14314 9,405 4,909 41,026
8 136526 14560 9,462 5,098 49,687
5 134,155 14,826 9,523 5,303 59,272
10 131,587 15,114 9,590 5,524 69,875
1128805 1542 9,663 5,763 81,600
12125793 15764 9,741 6023 94,559
B12531 16130 9,826 6,304 108877
14 118998 16527 9,918 6,609 124,690
15 S1S171 16955 10,018 6937 5142147
578,699
T $26,976 T
EXCESS CASH BEYOND MORTGAGE BALANCE






OEBPS/images/logo.jpg





OEBPS/images/Art_P034.jpg





OEBPS/images/Art_P012.jpg
REDUCED TAX RATES TIMELINE

2000 2001 - 2002 2003 - 2010
1st Bracket 10% 10% 10%
2nd Bracket 15% 15% 15%
3rd Bracket 28% 27% 25%
4th Bracket 31% 30% 28%
5th Bracket 36% 35% 33%

6th Bracket 39.6% 38.6% 35%






OEBPS/images/Art_P013.jpg
2002 FEDERAL INCOME TAX THRESHOLDS
Taxable Income Endpoints

FILING STATUS 10%
single 36,000
Married Filing Jointly  $12,000
Married Filing Separately ~$6,000
Head of Household ~ $10,000
Qualifying Widow(er)  $12,000

15%
$27,950
346,700
$23,350
$37,450
346,700

279%
367,700
$112,850
356,425
$96,700
$112,850

30%
$141,250
$171,950

85,975
$156,600
$171,950

35.5%¢
$307,050
$307,050
$153,525
$307,050
$307,050






OEBPS/images/Art_P010.jpg
15-YEAR MORTGAGE ANALYSIS

Principal $150,000 Rate 8.00%

Balance  $150,000 Type Amortized

Payment 5143348 Years 15
ao 2l o) “ ) 6]
OF LOAN  PRINCIPAL INTEREST TOTAL  TAX  NETPAYMENT
VEAR BALANCE  PAYMENT PAYMENT PAYMENT SAVINGS AFTERTAX
19144603 35,397  $11,805 $17202 34014 313,188
2 138758 5845 11357 17202 3861 13340
3132429 6330 10872 17202 3,696 13,505
4 125573 6855 10347 17202 3518 13684
5 18140 7424 9778 17202 3324 13877
6 110109 8040 9,161 17,202 3115 14087
7 101401 8708 8494 17,202 2888 14314
8 91971 9430 7771 17202 2642 14560
9 81,757 10213 6989 17202 2376 14826
10 70697 11061 6141 17202 2088 15114
1 s8718 11,079 5223 17202 1,776 15426
12 45744 12973 4229 17202 1438 15764
13 31,604 14050 3152 17202 1072 16130
14 16478 15216 1986 17202 675 16527
15 0 16478 723 17201 246 16955

TOTAL  $150,000 $258,026 @ $221,297






OEBPS/images/Art_P027.jpg





OEBPS/images/Art_P006.jpg
Principal - $150,000 Rate 8.00%
Balance $150,000 Type Amortized
Payment $1,100.65 Years 30

15148747 51,253 511,955 $13208 54,065
2 17300 137 1isst 1
3145920 1470 1738 1328 3991
4 14438 1592 11616 1
5 142605 1724 11484 1
6
7
8

140738 1867 11341 13208 3856
138716 2022 1118 13208 3803
136526 2190 11018 13208 3746

9 134155 2371 10836 13208 3684

10 131587 2568 10640 13208 3617

11128805 2781 10426 13208 3545
12125793 3012 10,19 13208 3466
B2t 362
14 118998 3533
15 NS 3826

16 111,028 4144 9064 13208 3082 10126
17 106540 4488 8720 13208 2965 10243
18 101680 4860 834 13208 2838 10370
19 96416 S264 7944 13208 2701 10,507
0 90715 5701 7507 13208 2552 10655

21 8454z 6174 7034 1328 2392 10816
2 778% 686 6522 1328 2217 1099
2 70614 7241 S97 13208 2020 11179
24 62772 7842 536 13208 1824 11383
25 54280 8493 4715 13208 1603 11,605

2 45082 9,098 4010 13208 1363 11844

27 35020 991 3247 13208 1104 12104
8 24332 10788 2420 1328 83 12385
B dzay nes s e sis 1260

0 1264 S5s 13204 189 13015






OEBPS/images/9780446550017.jpg
MISSED
FORTUNE

Dispel the Money Myth-Conceptions—
Isn’t It Time You Became Wealthy?

DOUGLAS R. ANDREW






OEBPS/images/Art_Pxvii.jpg
NOCOUBSANT. ATTCENEY.  FEISWL
ADVISOR

& AC[\IIH s ou’ll\ / fve 21w

‘e the fleram thought the

- went here.
e






