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Foreword

L ike many Americans, I have a complicated history with debt.
In my 20s living in New York City, I spent more than I could
afford, borrowing to fill the gap and running up my credit card.

I was living above my means, digging myself into a hole of debt with no
experience of knowing how hard it would be to climb out.

I couldn’t get out of it on my own. Eventually, I met my future
wife, and after we married, she pulled me out of my debt with her
savings—not a great way to start a marriage.

Debt also helped me build my wealth. In the mid-2000s, when my
wife and I bought our house, we took out the largest mortgage we could
afford. What’s more, the mortgage we took out was interest only. We had
no plans to pay off our mortgage and we never have. Today, the house
is worth more than twice as much as it was when we bought it (at least
according to Zillow). And that money we saved by not paying down any
principal on our mortgage, roughly $8,400 a year, or $96,600 by now
has gone, in part, toward renovating the house. We have a new kitchen
and a finished basement. Without that savings, we also likely wouldn’t
have felt comfortable maxing out our 401(k)s and contributing to our
kids’ college savings accounts.

xi
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xii F OR EWORD

I’m not sure exactly where I got the idea that it was OK to take out a
huge mortgage and go for a home loan that—at least at the time—other
people were saying was too risky. But I know at least some of the courage
to do so came from Tom Anderson and the conversations we have had
over the years, often late at night when we should have been talking
politics or sports. We are fellow finance geeks.

A quick disclaimer: I have known Tom Anderson for more than
20 years. We met in college, became quick friends, and have stayed
friends ever since.

As unbiased as I can be, Tom is one of the most insightful and original
thinkers among the financial planners I have known. And having been a
personal finance and investing reporter for a good portion of my career,
I have known many.

What you have here is a powerful tool to increase your wealth,
lower your stress about your money, and create a happy future. Do the
worksheets; they are great. Like me, you may not get all passing grades,
but what you will get is a sense of what direction to go and how to get
there. And I certainly got a lot more confidence I could get where I
wanted to be.

Most personal finance books are really works of pop psychology—a
bag of tricks to make you feel better about your finances, not actually
improve them. Paying off your lowest balance credit card, for instance,
instead of your lowest rate credit card, may make you feel better about
your finances, but in the long run it will actually make you poorer. And,
as Tom shows in this book, having no mortgage or debt might make you
feel better, but it may also cut off your best path to wealth.

Tom lays out how to move into a better financial position without
needing any tricks.

Tom does make one point in the book I would quibble with: He says
that stock market valuations are so high, and the prospects for growth are
so low, that U.S. markets in general are likely to disappoint. I have a more
optimistic view of U.S. market growth. But we always engage in friendly
debate and, in the end, he is right—none of us knows the future. Even if
interest rates stay low for longer than expected and stock market returns
are better than expected, that makes now an even better time to follow
Tom’s advice on how to convert debt into equity on your own personal
balance sheet.
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Foreword xiii

What you have in front of you is a true gift: A powerful guide to
your financial future at the exact right time in history when the advice
it has to give is most likely to generate the biggest reward. Use it wisely.

Stephen Gandel
Deputy Digital Editor, Fortune Magazine

September 30, 2016
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rates start at zero percent for all borrowers, where there are zero ineffien-
cies, and where all people will have the biggest pie possible. A world
where there is zero risk in the financial system and where you are more
concerned about your grocery store having food on the shelf than you
are concerned about a financial crisis, recession, or depression.

Supernova: knowledge empowering life.
SupernovaCompanies.com
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Introduction

“The best preparation for tomorrow is doing your best today.”
—H. Jackson Brown Jr.

T here is considerable value to using debt in building wealth.
Not credit card debt. Not payday loans. I’m talking about the
right debt, positioned the right way and used in a thought-

ful, balanced way throughout your life. Like chocolate, coffee, or red
wine—a little bit can be a good thing, when handled responsibly.

The goal of this book is to illustrate what a balanced and com-
prehensive path may look like throughout the time that you are
accumulating wealth. I will demonstrate the power of debt and compare

xxiii
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xxiv I N TRODUCT I ON

it to conventional wisdom. The goal is to empower you to make better
and more informed decisions. After all, as I will prove to you, the
decisions you make with respect to debt are likely to be the biggest
financial decisions you will make in your life.

My books The Value of Debt and The Value of Debt in Retirement
were critically acclaimed because they sparked new ways of thinking
that helped wealthy people work both sides of their balance sheets—just
as corporations do—to become even wealthier. I understand that people
are not companies, but that doesn’t mean we can’t learn from their ideas.

I wrote my first books as guides for people who have $1 million or
more in assets, and back then I was pretty sure that people needed a net
worth of at least $500,000 to implement my concepts.

A funny thing happened. People with much less money started play-
ing with the concept of a strategic debt philosophy—and it worked.
I realized these are not just concepts that make rich people richer. When
used responsibly, debt can help anyone with discipline and the right dis-
position build enoughwealth to live the life they want and put themselves
on the path to retiring comfortably and productively.

If the very phrase “intelligent use of strategic debt” sounds hereti-
cal to you, you’re not alone. The concept of “good debt” shows up as
counterintuitive and even disruptive in a world that scolds us for taking
on personal debt. We’re blasted with horror stories about people who
get buried in oppressive, high-interest debt (unfortunately all too easy
to do, especially when you’re young and inexperienced). And we’ve all
taken in the popular advice about becoming debt-free as the first step to
financial freedom.

This is unfortunate. Debt is a powerful tool that corporate financial
officers have understood since capitalism was born. Savvy use of debt
provides liquidity and flexibility, allowing smart companies to jump on
opportunities and ride out emergencies. Why wouldn’t smart investors
who are building wealth do the same?

For the past two decades, many people have learned (and benefited)
from Dave Ramsey and Suze Orman’s advice. These financial authors
have helped many people get out of debt, especially out of the oppres-
sive type of debt I agree should be eliminated. However, they often
assume people are irresponsible and almost scold them. I approach things
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a little differently—I give you the credit you deserve. I assume you are
disciplined, smart, and rational.

I will provide a glide path for your financial journey. Glide paths are
traditionally buoy lanes for ships and runway lights for airplanes. They are
crucial for success and survivability. If captains and pilots don’t stay within
their confines, they could crash. Glide paths set a course and provide
necessary boundaries. This book, your financial glide path, will help you
set your course and provide you the necessary boundaries to get you on
track for a comfortable life and secure retirement.

This book isn’t for people who accumulate wealth to acquire more
things. I believe happiness comes from relationships, experiences, and
giving back, not things. I believe things and trying to acquire them can
become a trap.

Living simply is, simply, more satisfying. I was born and raised in
the Midwest, and I learned that early on. I know that no matter how
much I amass, someone will always be richer than me. In my business,
I see far too many people who have $5 million comparing themselves
with people who have $15 million and people with $15 million com-
paring themselves with people who have $50 million. It goes on and on,
exponentially upping the ante and limiting their ability to enjoy life’s real
blessings.

This book is for people who want to build wealth so they can pay
for education and experiences that will enhance their lives and those
of their family members, protect them in emergencies, help them seize
opportunities, and allow them to retire comfortably and productively.
It’s for people who understand that they can’t buy the good life but who
value liquidity and flexibility as important tools to create and maintain it.

My ideas aren’t for everyone. I will suggest that you live in the small-
est house you can manage rather than the largest one you can afford.
I’ll show you why renting can be smarter than buying a home, espe-
cially early in your financial life. I’ll ask you to give up on buying the
latest-model BMW and to think long and hard before jetting off to
Tulum. I’ll ask you to buy less and do less than you can afford. That’s not
the American Dream, but it’s a foundational pillar when using strategic
debt to build wealth. Don’t even think about using debt as a tool to build
wealth if you can’t follow this rule.
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You must be willing to live below your means if you want to build
liquidity and investments. You need a financial ecosystem that could sur-
vive a crash like 2008 or, as is my prediction, something worse. You need
a mind that’s open to debt as a tool that can work for you as well as against
you and a team of financial and legal advisors who think along these same
lines.

On your glide path to financial security, working both sides of your
balance sheet can give you the liquidity and financial flexibility to lift off
and land with ease, elegance, and grace. If you think you have what it
takes, take the wheel of your financial life and steer it into the prosperity
you deserve.1

Endnotes

1. Author’s note: The information in this chapter is to be considered in a holistic
way as a part of the book and not to be considered on a stand-alone basis. This
includes, but is not limited to, the discussion of the risks of each of these ideas
as well as all of the disclaimers throughout the book. The material is presented
with a goal of encouraging thoughtful conversation and rigorous debate on the
risks and potential benefits of the concepts between you and your advisors based
on your unique situation, risk tolerance, and goals.


