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equity through a different lens—the lens used by the
affluent. He shows how relatively minor changes in
home equity perception and positioning can produce
monumental long-term effects in financial security.
Many Americans believe the best way to pay off a
home early is to pay extra principal on your mortgage.
Similarly, many finance professors think a 15-year loan
saves you money by reducing the interest you pay.
However, Doug points out that this thinking is flawed. If

Let’s see why home equity fails the tests of a prudent
investment, and, more importantly, why homeowners
benefit by separating equity from their home.

Separating Equity to Increase Liquidity

The importance of liquidity became all too clear
when the stock market crashed in October 1987. If
someone had advised you to sell your stocks and
convert to cash, they would have been a hero. Those
with liquid assets were able to remain invested and were
rewarded as the market recovered fully within 90 days.
Those without liquidity were forced to sell while the
market was down, causing them to accept significant
losses.

In Missed Fortune, Doug tells the story of a couple
who learned what he calls: “The $150,000 Lesson on
Liquidity.” In 1978, this couple built a home that was
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