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Here is your chance to forecast 2020:

a) More of same
b) It will happen
c) I will think about it after Christmas
d) What ever happened to 2019?

The great Keynesian economist John Kenneth Galbraith is reported 
to have said: pundits forecast not because they know but because 
they are asked.

2019 appears headed for the record books but so was 2018 until the 
last three weeks or so of that year.

Long term investing is just that – long term.  That does not say that 
investors should take their eye off the ball, it simply says that the 
game is played and scored over many innings.  A single pitch does 
not make the game. 

Towards the end of 1999 there was tremendous speculation that 
many of the systems in our day to day world which were written in 
Cobol, Fortran, DOS and other now ancient programming languages 
had shortcut the date. It was argued by the doomsayers of the time 
that dates were programmed as two digits (i.e. “99” instead of 
“1999”) so the entire world was going to come to a halt when the new 
year (“00”) would be read as “1900” by all the computers out there.  

Since Australia and Japan are ahead of the United States by virtue 
of the international date line, the world tuned in for reports on how 
these countries were faring with this computer bug.

Well, the world did not end as December 31, 1999 became January 
1, 2000.  

My plan for 2020 is the same as it has been every other year:
• Live within my means,
• pay down debt,
• build liquidity, and
• have a long term plan.
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In any given year, I have been better at keeping to this plan than other years. Nonetheless every 
year I try.  

Peter Drucker, the great management guru liked to say that you can't manage what you can't 
measure. This was a variation on a similar saying by Lord Kelvin, the great chemist who gave the 
world the Kelvin scale of temperature that set an absolute zero below which temperature did not 
exist.  BTW, at zero degrees Kelvin, the motions of the atoms stop. THAT is pretty cold!

The easiest thing to measure of the four parts of my plan above is “pay down debts”.  To do that, I do 
a personal balance sheet each year by listing my personal assets at market value and then listing 
liabilities.  Assets minus liabilities is net worth.  This is one of the first exercises I ask financial 
planning clients to do.  It is covered in Chapter 1 of my book Making Sense on the Dollar.

Each year after I finish my taxes, I update my personal balance sheet.  Did my net worth increase for 
the year?  Did my liabilities go down?  That is the longer-term measurement that helps me figure if I 
am “living within my means” and “building liquidity”.   Increasing net worth and decreasing liabilities 
are the yin and yang of financial management.

Armed with this my plan for 2020 (increase net worth and reduce liabilities) I sought out Riley, my 
Golden Retriever.  I found her patrolling the kitchen floor (it was the day after Thanksgiving). I 
explained to Riley about increasing net worth and reducing liabilities.  Riley looked at me and then 
walked into the laundry room, circled once looking things over, then sat down, and looked up at the 
drawer where her cookies are kept.  Nice summary, Riley!  No liabilities in sight and cookies are a 
great asset (for a dog).  With no liabilities Riley has a terrific net worth.  During the month, the 
inventory of cookies and Riley’s net worth may go up and down as the cookies are first eaten and 
then replenished.  With no liabilities, Riley can stand the ebb and flow of the cookie inventory.

We cannot know the future, but we can weather it more easily when we can see our debt going 
down.  Make a personal balance sheet and track your assets, liabilities, and net worth. Lord Kelvin 
said, “if you cannot measure it, you cannot improve it.” Don’t get frozen out.         

By The Numbers
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