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Preface 

Only you have control over your finances!  Not your boss, your spouse or the government!   We all have 

the same twenty four hours in the day, what we do with them separate the successful people from the 

ones that are just getting by.   Do you want to be free from debts, bill collectors and have the peace of 

mind to purchase anything you like?  Would you want to build a legacy for your children and 

ƎǊŀƴŘŎƘƛƭŘǊŜƴΚ  LŦ ǎƻΣ ǎǘŀǊǘ ƴƻǿ ōȅ ǘŀƪƛƴƎ ŀŎǘƛƻƴΗ  LΩƳ ƴƻǘ ǘŀƭƪƛƴƎ ŀōƻǳǘ ŀ ƭƛǘǘƭŜ ōƛǘ ŜŀŎƘ ŘŀȅΣ  LΩƳ ǘŀƭƪƛƴƎ 

massive action that will change your life. 

By you picking up this book, you have taken the first step in changing your life.   You are open to change 

ŀƴŘ ŘƻƛƴƎ ǇƻǎƛǘƛǾŜ ǘƘƛƴƎǎ ǿƛǘƘ ȅƻǳǊ ƭƛŦŜΦ   5ƻƴΩǘ Řƻ ǿƘŀǘ ƻǘƘŜǊ Řƻ ŀƴŘ ōŜŎƻƳŜ ǘƘŜ ƳŀƧƻǊƛǘȅΗ  Are you a 

sheep with a mask on because the government told you to?!  Are you paying taxes because the 

government told you to?    If you want to work a job and like to be in debt like the rest of the world, 

then this book is not for you!    If you want build wealth and be like Musk, Gates and Buffett, then this 

book is for you!    

Do the right thing today so you will not suffer for it tomorrow! Personal finances is what drives people 

ŜǾŜǊȅ ŘŀȅΣ ƛǘΩǎ ǿƘŀǘ ƎŜǘǎ ǳǎ ǳǇ ƛƴ ǘhe morning and moves us each dayΦ  LǘΩǎ ŀƭǎƻ the number one factor in 

divorces.   By working this book, you will see a change in spending habits, credit and inside tips on 

investing.  Put more time into your personal finances and less time in front of the T.V.  Put more effort 

into building a portfolio and less time at the bar!   

I wrote this book because I wanted to help the millions of people who struggle with money. It can be 

used as a reference manual for basic spending habits to advance investing. As a mortgage broker for 

over thirty years, I have seen a lot of financial situations.   LΩǾŜ had a lot of experience investing 

personally and run a small hedge fund to help the rich get richer!  

LΩŘ like to share with you some ideas and time-tested methods that will help you become financially 

free. This book will help you budget, save, and invest so you ŘƻƴΩǘ have to worry about money.  It will 

guide you through a step- by -step process that will help you develop some good habits.  

Money is a tool that only you can control; it can work for or against you.  What you do with this book is 

your choice!  You can embrace it and use the simple ideas and examples to create abundance.  You can 

pick just a few items to improve your life.   The book goes from simple budgeting and credit to advance 

investing tips for the upper class and truly wealthy. These advanced tips come from Main Street 

investing, not Wall Street brokers. 
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Chapter OneτDefining Your Goals 

Without a goal, we are like a ship without a rudder.   Usually the captain of the ship has his or her charts 
ship is off to the next port.  The same could be said of most young people and finances.   They are 
reactive and not proactive.  Most young people ŘƻƴΩǘ have financial goals, and this hurts them later in 
life. 

Young couples just starting out may have a goal of buying a house or new car. Most young people have a 
live for today attitude and put off the goals to some other day. This can be considered quite dangerous 
to live on this financial ǇǊŜŎƛǇƛŎŜΦ  5ƻƴΩǘ ǇǊƻŎǊŀǎǘƛƴŀǘŜΗ  {ƻƳŜŘŀȅ ƭŜŀŘǎ ǘƻ ƴŜǾŜǊΗ  Start a practice of 
defining your goals.  When defining your goals, you must write them down and review them every day. 
No matter what your current situation is, you can always improve it. Ask yourself these key questions: 

¶ Do I worry about money? 

¶ Do I have consumer debt? 

¶ Do I have a savings account? 

¶ Will I have enough to retire on? 

¶ Am I putting away money each month? 

¶ What is my credit score? 

Most of you know exactly where you sit at all times. Others ŘƻƴΩǘ know and may need to pull 
out the bank statements and review your credit report. By asking these questions, you give 
yourself a starting point to define the financial goals. Write down what bugs you the most. Is it 
your lack of savings, not having that extra money to spend each month?  

Is it not being able to buy the kids that new smartphone or send them to a private school? Do you want 
a better life style but ŘƻƴΩǘ know where to start? This is where we start defining our goals. With these 
questions you can record your annual goals and start your path to financial freedom. On the lines below, 
I want you to pencil in five goals you want to accomplish this year. Use a pencil so you can change them 
after you finish this book. I want you to read the book and then come back and see what you want to 
change. Put down any goal you want that you think may help. 

1._____________________________________ 

2._____________________________________ 

3._____________________________________ 

4._____________________________________ 

5._____________________________________ 

 

Now that you are done with these five goals, think back and see if the items listed below are something 
you wanted to take care of last year or the year before. How about that credit card that never goes 
down? What about the car or lease payments that you keep making month after month? Do you want 
to buy your first home? With your goals written down and the steps provided in this book, I will show 
you how to get out of debt and drive a nice car with no payments. A set of goals gives you something to 
work on each day. You will have a sense of wellbeing around your family and friends. ¢ƘŜǊŜΩǎ ƴo need to 
hide from collection calls or dread the mail box with the monthly bills.  This all starts with defining your 
goals!  A study was done at Harvard University for three groups of students.   One group had no goals 
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written down; the second group wrote down goals but, did not review after graduation.   The third 
group wrote down the goals, kept the goals after graduation and reviewed the written goals.  Twenty 
years later the third group had 97% of the wealth over the other two groups.   Writing down a goal and 
reviewing the goals is very important!  This list below may help with some of your goals.  

¶ Goal of sticking to your budget: If you are a wage earner, you only make so much each month; 
therefore, you can only spend so much each month! 

¶ Goal of getting out of debt: If you spend more than you take in, then you are in debt. The evil 
credit card may have you on a ride you ŎŀƴΩǘ get off until you file bankruptcy! 

¶ Goal of saving six month reserves:  If you lost your job, how would you pay the bills? Start saving 
and have liquid funds ready for an emergency. 

¶ Goal of investing: Poor people work for money; rich people have money work for them. 

¶ Goal of starting a business: Are you going to get rich working an hourly wage? 

¶ Goal of excellent credit: You can always make money, but you ŎŀƴΩǘ always fix your credit! 

¶ Goal of retirement: It will cost you a lot more than you think with inflation. 

These are just some basic examples, and we will get into more detail on each subject later. I just want 
you to start thinking about what goals you need to write down.  After you have recorded them, stick to 
the goals and follow through. This works well with a partner or spouse to keep you on track. Try to set 
smaller goals early in the year and give yourself some time to complete the larger goals later in the year. 

I started with άǇay off a $1,500 debt.έ Then I set up a goal to put aside $2,000 in savings. The next goal 

was to fund an invest account.  

5ƻƴΩǘ get frustrated if you ŘƻƴΩǘ hit the entire goal.   Just feel good that you took some action!   Some of 
ǳǎ ƭƛǾŜ ƛƴ ŦŜŀǊ ōŜŎŀǳǎŜ ǿŜ ŘƻƴΩǘ ƪƴƻǿ ǿƘŀǘ ǘƻ Řƻ ƴŜȄǘΦ  LŦ ȅƻǳ ŀre taking some type of action, you will 
break the pattern and free up your mind.    

With the goal mind- set, we are now going to see how money flows in the next chapter. 
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Chapter Twoτthe Flow of Money 

If you have a wage earning job, you know your money is deposited to your account on a regular basis 
(for example, every week, every other week, twice a month, and so forth). If you are self-employed, you 
might have multiple streams of income. As a mortgage broker for most of my life, I used to live on 
closing loans. During some months I would not close on a loan and figured out I needed other streams of 
income. I purchased rental properties and received small positive cash flow off rentals. I then set up a 
vacation rental businesses that took little  time each week but paid a lot each month. ¢ƘŜǊŜΩǎ ƴo need to 
worry about a loan closing when you get a check from other businesses. This income pays most of my 
monthly expenses and I try to manage the flow of money as it comes in. 

Have you heard someone say, άL just got paid on Friday and now I ŘƻƴΩǘ know where my pay check 
wentέ? I call this financial sloppiness, spending money on items that have no value or wasting money on 
impulse items. 

From a very early age, advertising bombards our brains, which leads us into bad habits.  Most people fall 
into that spending habit and ŎŀƴΩǘ stop. Young people have no clue about debt and it usually starts like 
this;. 

Bob, a recent college graduate is starting a new life. Just before graduation Bob gets his first credit card 

with a limit of $1,500 and he goes right out and charges up $500 on dinners, gas, and clothes. The bill 

comes and the minimum is only fifteen dollars. Bob feels comfortable paying half the debt and the other 

$250 starts the interest clock ticking. He then charges another $700 that month on auto repairs, dinners 

and Starbucks. This time the bill now comes in at $954.37 with the one month interest. He is now over 

his 50 percent level of balance to credit limit and his credit scores comes down. 

Bob needs furniture for his first apartment and gets a finance card with a limit of $3,000 from the 

furniture store that is maxed out on his new furniture. This card has a special interest offer for six 

months and Bob is sure he can pay that off before the six months.  However, other expenses come up 
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and he is still paying for rent, food, and utilities.  The six months go by and he still owes $1,000 on the 

special finance card. Now the bill comes and he is charged 25 percent interest for the total amount over 

six months. 

Bob still has a high balance on his first card of $1,500, and a special offer comes in the mail for a new 

credit card where he can do a balance transfer. This sounds like a good idea he can consolidate the two 

cards to one. The problemΩǎ solved, for now but his girlfriend, Sara, wants to go to Las Vegas. He uses his 

first card that has a zero balance for a trip to Las Vegas. They have a great time at the hotel, see shows, 

go gambling, and eat outτall on the card that was just paid back. 

When the party is over, he comes home to a large credit -card bill. He is now on the debt wheel of 
disaster!  Just like the hamster in the cage, running hard and going no place.   Then his student loan 
payments come due, and his job only pays so much each month. 

As his bank account keeps getting lower and his debts keep growing, he is more focused on the debt 
then making money.  His temper flairs up and he is looking to change his pattern.  So, he pops the 
question to Sara and their parents give them money to start a new life.  He uses most of that money to 
pay off all the consumer debt he racked up over the past couple years. 

¢ƘŜǊŜΩǎ ƴo debt, and he feels great! But, the new bride does not like the one -bedroom apartment in the 
city and wants a house because, she is pregnant.  They start looking for houses, and the Realtor says 
they should get pre-approved first. The mortgage broker runs the credit and now that Bob has paid off 
his credit cards, his score is over seven hundred! They purchase the maximum house they can with a 
Federal Housing Administration or FHA loan with only 3.5 percent down. This loan includes the taxes, 
insurance and mortgage insurance for the life of the loan!   The new baby comes along and he is a 
motivation for Bob to make more money.   He has a purpose in life!  Does he budget, invest or make 
more money?   NO! He charges up the department store cards on baby stuff and house hold goods!  

 One day Bob comes home to find out that Sara has wrecked the car and she had to go to the hospital. 

She is okay because .ƻōΩǎ insurance covered about 80 percent of the medical bills. The car is totaled and 

the insurance company will only cover half of the vehicles value. Bob heads out to purchase another car 

for Sara and finds that new cars are very expensive. So he leases a fancy new SUV so Sara can drive 

Johnny to the play group and beach. This fancy SUV has a fancy lease payment of $600 that goes on for 

three years. 

A few months later, Bob and Sara find out that the insurance company will not pay some of the hospital 

bills, and Bob has to come up with $8,000, or the hospital will send it to collections.  Bob does not want 

to tarnish his good credit and decides to take out a home equity loan to pay the medical collections, pay 

off the department store cards of $2,500, and the nagging credit card bill of $6,500. His line of credit still 

has $10,000 left on it. Does Bob leave it alone, or do some home improvements? 

Six months go by, and the credit cards are somehow maxed out again! He has tapped out all the equity 
in the new house and the mortgage is getting behind. 

Does this story sound familiar?  There are millions of stories like this and people are just getting by and 
not living.   They are not taking any steps to correct these actions.  

With ǘƻŘŀȅΩǎ electronic society, we have several ways to spend money; cash, checks, debit cards, credit 
cards, Apple Pay , Venmo  and so forth.  [ŜǘΩǎ break each one down and see the pluses and minuses. 
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¶ Cash: LǘΩǎ easy to spend and disappears quickly. Some people stay with cash because once it is 
gone, they ŎŀƴΩǘ spend anymore. 

¶ Checks: LǘΩǎ ŀ good method to pay bills because it forces us to write down and balance our check 
book. Most people ŘƻƴΩǘ carry check books and most retailers ǿƻƴΩǘ even take checks anymore 
because so many people bounced checks. 

¶ Debit card: LǘΩǎ ŀlmost like cash and allows you to spend more than cash because ƛǘΩǎ tied to your 
checking account. This can drain your account quickly if you are not careful! 

¶ Credit card: This is the devilΩs tool to poor spending habits. Credit cards make us spend more 
and most people end up in debt. 

¶ Electronic payments: Venmo and other phone apps for the new generation.  

The trick is to find out where your money is going and to control the spending.  One must separate the 
needs from the wants!   

People need money for food, shelter and utilities.  The rest are all wants!  

Here are a couple of exercises I want you to try this week. They are simple but effective tools on finding 
out where your money goes:.  

1. Go one day without spending a penny! Sounds simple? Try it!  This is difficult if you have a family 
or business. Think about not pulling out the debit card or paying a bill on line for just one day. I 
challenge you to try it!    

2. Write down what you spend each week.   There are even apps for this!  One is called Mint and 
ƛǘΩǎ ǘƛŜŘ ǘƻ ȅƻǳǊ ōŀƴƪ ŀŎŎƻǳƴǘΦ   Lƴ ŦŀŎǘΣ Ƴƻǎǘ ōŀƴƪ ŀŎŎƻǳƴǘǎ ǿƛƭƭ ǎƘow you what you spend 
money on-line.  

Most of you will blow through this and not try it. For those of you who actually do this, you will see 
where the money goes and notices that a lot is wasted!    

Wants are luxuries that make you feel good at first. They could be restaurant meals, entertainment, 
cable television, vacations, jewelry, luxury cars, golf, club memberships, Etc.  

Look at your list of items that you spend money on month after month. Most on-line banking will do this 
for you. With a click of the mouse they will put all this information into a pie chart that will describe 
what your spending habits are. The bank will slice up the categories into; household, entertainment, 
utilities, transportation Etc.  However, it works better if you write down and take a hard look at where 
your money is going. 

 A vast majority of all Americans live pay checktopay check! This statistic leaves little  funds left over for 
savings. This comes down to poor money managementτ although, most people ŘƻƴΩǘ see this until itΩs 
too late.  Some people just accept they will constantly be broke. It does not have to be that way with 
your money flow. Ask yourself the following: 

¶ Do I really need this, or is this a luxury item? 

¶ Can I wait a day and come back to buy this? 

¶ Is the satisfaction of buying this greater than the monthly payments? 

¶ Do I feel better with money in the bank or a large credit card bill? 
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Are you getting the picture?   LǘΩǎ ǊŜŀƭƭȅ ǾŜǊȅ ǎƛƳǇƭŜ ŀƴŘ Ƴƻǎǘ ǇŜƻǇƭŜ Ƨǳǎǘ ƛƎƴƻǊŜ ƛǘΦ  They would rather 
put it off for another day.  Guess what, that day may never come!   Some people wake up at 65 years old 
and wish they had taken action for ŀ ōŜǘǘŜǊ ƭƛŦŜΦ   ¢ƘŜȅ ŎŀƴΩǘ ƎŜǘ ǘƘƻǎŜ ȅŜŀǊǎ ōŀŎƪ ƻǊ ǘƘŜ ƳƻƴŜȅ ǘƘŀǘ ǘƘŜȅ 
spent on dinners, fancy cars and vacations!  Do you really need those things?   The glory is the in the 
journey, not the destination.   The self-discipline you do now will pay off many times over in the future.  
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Chapter ThreeτBudgeting 

The average savings rate is hovering around 5 percent.  This is far too low if you ever want to retire. Why 
is the savings rate so low? Could it be that people spend too much? Do they not make enough? Do they 
have a monthly budget? If so, do they stick to it month after month? 

The first step is to see how much you are bringing in. If you are a wage earner, this should be simple, 
even if you work part time or full time.  If you are self- employed, take the last twelve months of bank 
statements and add up the deposits. If you have rental, investment or trust income, include that in your 
gross income. Next deduct your monthly expenses and then divide by twelve to get an idea of what your 
gross income is. 

Next you need to write down all your monthly expenses. This should include everything rent or 
mortgage, car loan or lease payment, credit card payment(s), utilities, food, gas, health care, insurance, 
entertainment, tolls, taxes, auto repairs, child care or child support, alimony, gifts Etc.  

The idea is to write down what you have and see what is going out each month. Add this up and see 
what you have left over from your monthly intake. 

Did this open your eyes to some spending habits? If you come up short on the budget, you need to cut 
out the wants. This is not a simple task because we are creatures of habit. You need to break some of 
those habit and here is a small list of wants that will help your budget. 

 

CUT THESE DOWN OR OUT!  

 

¶ Eating out:- This kills money faster than a Middle Eastern cutting off your hand for your ring! 
¢ƘŜǊŜΩǎ ƴo need to go out every weekend!  Some business lunches are the exception to this rule 
where you would be building a relationship with an associate who might make you some 
money.  Set up a separate debit account for business lunches.  

¶  Grocery shopping: Shop once a week and plan out your meals. 5ƻƴΩǘ shop when you are hungry 
and never purchase items off special displays. Leave the check book and debit card at home!  
Buy only items you need and will eat for that week.   Most of our landfills are full of rotten food. 

¶ Insurance:  Pass on life insurance, with the exception of a young family.   Never use life 
insurance as an investment.   Health insurance is a tricky one:    A family of four can have a 
monthly premium of $375 per month with a $4,000 deductible.  Other people are paying more 
because they keep going to the doctor.  Some people even take a job because of the health care 
benefits.   Is selling your sole for $375 a month worth it?   Auto insruance; just pay for basic 
ƭƛŀōƛƭƛǘȅΦ  5ƻƴΩǘ Ǉǳǘ ȅƻǳǊ ǘŜŜƴŀƎŜǊǎ ƻƴ ȅƻǳǊ ǇƻƭƛŎȅΦ   aƻǊŜ ƻƴ ǘƘƛǎ ǿƘŜƴ ǿŜ ǘƻǳŎƘ ƻƴ ŀǳǘƻǎΦ  

¶     Cable/satellite TV:  This is a want and not a need.  Buy a fire stick and use the internet to 
stream Netflix.   A family of four can enjoy for less than $15 per month.  Better yet, drop the 
remote and pick up a book!   

¶ Personal care: For the ladies, do you need that manicure every month? Can you clip your own 
nails? Do you need that bottle of lotion, or can you use the ten others under the sink that are 
half used?  Buy a haircut kit for $30 and have your spouse cut your hair.   

¶ Clothing: Clothes last forever!   The mark up at a department store is twenty to eighty times that 
of a thrift  store. Some of the clothes at thrift  stores even have the tags on and were never worn. 
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I have spent seventy-five dollars at a thrift  store for a new wardrobe. This would cost over $800 
at a department store. 

¶ Autos/buying new cars: Never buy new car!   Autos depreciate very quickly and you can 
purchase a good used car for half or a third of a new car. The fancy new car comes with a fancy 
monthly payment that will cost you a lot of money over time. The lender will also make you pay 
for comprehensive and collision insurance. Buy a quality used car with basic liability insurance 
and you will save thousands. The amount you spend at the shop is far less than the monthly 
payments. You can also decide what needs to be fixed now and what needs to wait. 

¶ Vacations:   If you love what you do, then you should not need a vacation!  Your business should 
be exciting and motivate you for more success.   Dreaming of a week on the beach drinking 
beer?!  If you can take off time from your job or business, you better have the cash in the bank 
to fly private!     

¶ Entertainment: Couples spend thousands at sporting events, concerts, theater.  Do you really 
enjoy these few hours?  Are you trying to impress your friends?   How important is watching 
other people make millions off you while you are wasting valuable time.  Read a book and save 
your money so you can invest for your future.  

¶ Cleaning services: Unless you are making six or seven figures, you can clean your own home. 

¶ Lawn service: See άŎƭŜŀƴƛƴƎ ǎŜǊǾƛŎŜǎέ above. 

¶ Drycleaning: This has almost become something of the past. Most shirts are wrinkle- free and 
unless you wear a suit every day, this luxury can be cut out. 

¶ On line services: This hits your card every month and ȅƻǳ ŘƻƴΩǘ ŜǾŜƴ ǎŜŜ ƛǘΦ  This includes; music 
services, credit monitoring, newsletters, health clubs etc.   

¶ Massages: This is a total luxury that can be cut out.  
  

¶ Drinks:   5ƻƴΩǘ ƎŜǘ ƛƴ ǘƘŜ Ƙŀōƛǘ ƻŦ ƎƻƛƴƎ ǘƻ {ǘŀǊōǳŎƪǎ ŜǾŜǊȅ ŘŀȅΦ  You could save $1,200 per year 
by not buying overpriced coffee every day.  The goes double for bottled water!  Water is free 
and the empty bottles end up floating in the ocean.   Skip the sodas and energy drinks; they are 
overpriced and bad for you.  

¶ Home improvement: If you own a home and ƛǘΩǎ over fifteen years old, it will cost you money. 
Learn to be a handy man and ŘƻƴΩǘ call a contractor for the little  jobs.  Save this money for the 
big remodel on the home. 

¶ Appliance Repairs: The price of new appliance is about what you pay for a repairman to come 
out and fix an old one.  

¶ Smartphones: We ŘƻƴΩǘ need a new phone every two years. When a person upgrades to the 
newest smart phone, he or she usually gets stuck in a new contract to pay for the phone. The 
phone itself is a luxury and if you ŎŀƴΩǘ keep in your budget, there is no reason to get a new 
phone or buy your children a device. 

¶ Extended warranties: The manufacturer has a one  year warranty on most electronics and 
appliances. If anything goes wrong, it will be in the first year. With all the changes in technology, 
the product will become obsolete in a few years.  5ƻƴΩǘ Ǉŀȅ ŦƻǊ ŜȄǘŜƴŘŜŘ ǿŀǊǊŀƴǘƛŜǎΗ  
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These are just a few tips and you may have some of your own. With the money you save each month I 
want you to start some savings accounts. Ask your employer to direct deposit 10 percent of your check 
into a separate savings account. This account will be for major auto repairs, medical and dental bills, 
taxes and home improvement items. A second money-market account should be set up with a broker 
house where you will only see a quarterly statement.   More on this in future chapters.  

If you feel like you ŎŀƴΩǘ put away 15 percent per month, go back and look at your budget. What else can 
you cut back on? Can you increase your income so you can save more? If you are a wage earner, ask for 
more hours, overtime or a raise. If you own your own business, think about building your business to the 
next level. Can you hire some more sales people, make more sales calls?   You are the one in charge of 
your finances, act like it and make it happen!  

With the new budget you will be able to save and stop borrowing to make up the difference. We should 
not spend money on something and think we will make it up on the next deal or even worse, finance it. 
If you ŘƻƴΩǘ have the money in your wallet or checking account, ŘƻƴΩǘ whip out the credit card!  The 
satisfaction you receive from the purchase now will not be worth the payments months or even years 
down the road.   

The average consumer does not respect money!  They treat it as a kid that no one wants!  It gets kicked 
around, no love, respect or attention.  Soon, it will leave you and spend time with someone who 
respects and loves it.   Treat your money as your own children.   Watch them, teach them, respect them 
and they will pay you back ten times over!    
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Chapter FourτCredit 

The third quarter of 2020 pushed the national credit card debt to ONE TRILLION TWENTY FOUR 

MILLION!  This comes down to an average of $8,798 per household*  This is during a good economy, 

could go much higher if the economy takes a dip.   Some of the causes of bankruptcy are: 

1. Medical bills: Make sure your health insurance program is a PPO and covers 80% of minor stuff 
and 100% of the major items.   Set up a large deductible and co-pays so your monthly premiums 
are low.   

2. Job loss: How is that job security working for you now?  

3. Excessive credit card debt: We need to live within our means.     

Credit cards give us a false sense of security, causing us to spend more. Personally, I feel that they are 
not needed and a drug for the credit junky. They are a huge cause of divorces, bankruptcy and suicides.  
Some of you feel that you need a credit card:  

I must have one for renting a car or booking a flight:   

This is false! A debit card will work fine and some require a credit card because they have been stung 

ōŜŦƻǊŜ ǿƛǘƘ ŎǳǎǘƻƳŜǊǎ ǿƘƻ ŘƻƴΩǘ ƘŀǾŜ ǘƘŜ ƳƻƴŜȅ ƛƴ ǘƘŜ ōŀƴƪ Φ    

 

¶ They give me cash back!!  

¶ If you spend a thousand dollars on a card and they pay you back 3 percent or thirty dollars how 
much are they going to charge you in interest?  

I get frequent flyer miles!   

 How much do you have to spend to get a trip? 5ƻƴΩǘ they have restrictions or blackout dates? 
This may work for a corporation that purchase a lot of items and flys a lot.  For the everyday 
consumer, pay with your debit card and save the interest cost.   

¶ I pay off my debt each month and pay no interest 

     That is great if you on-line banking does it for you!  

¶ I need a credit card to build my credit score 

IŀǾŜ ǎƻƳŜƻƴŜ ŜƭǎŜ ŀŘ ȅƻǳ ŀǎ ŀƴ ŀǳǘƘƻǊƛȊŜŘ ǳǎŜǊΦ  Lǘ ōǳƛƭŘǎ ȅƻǳǊ ŎǊŜŘƛǘ ŀƴŘ ȅƻǳ ǿƻƴΩǘ ƎŜǘ ƛƴǘƻ 
debt.  

How to build a great credit score! 

As much as I hate credit cards, you can do other things to build and keep a healthy credit report. In 
ǘƻŘŀȅΩǎ society, we need to have a good credit score to purchase a home and/or car, get insurance & 
rent an apartment.   

*WalletHub survey 12/22/2020 
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If you have no credit as a young adult,have a parent add you to a credit card.   This is called an 
authorized user.   In about 35 days the account will show up on your credit report.   One card brings up 
the score by 25-40 points.   The cards should be old trades with large limits and little if no balances on 
them.    Another trick is to have someone co-sign on your first auto loan. 

 

¶ Have a good credit mix: Two good credit cards, one installment loan and a mortgage is enough. 

¶ Get one installment loan: This could be a major purchase that you need: Auto, appliances, etc. 

¶ Keep old accounts on your report: The computer model takes old accounts and increases your 
score, it likes to see a long history of credit.  

¶ 5ƻƴΩǘ apply for credit all the time:  The max you should open accounts is one a quarter. 

¶ Pay your bills on time: This includes medical bills, utilities, rent, health club, and auto insurance. 

¶ Never let anything go to collections or charge off: This will pull down your score by twenty to 
thirty-five points per account 

¶ Remember that bankruptcy and foreclosures are the kiss of death to your report: A bankruptcy 
will stay on your credit for ten years.  These items will drop your score about a hundred points! 

¶ Limit inquiries: Your scores will only go down if have over four hard pulls on your credit file in 
one month. It will only drop by two pointsΣ ǎƻ ŘƻƴΩǘ ǿƻǊǊȅ ƛŦ ȅƻǳ ƎŜǘ ŀ Ǉǳƭƭ о-4 times per year.  

The credit scores are also compiled by length of history, ratio between limits and balance owed, good 
credit, mortgages and of course timely payment! 

Are you paying for a credit repair service?  This is hit-or- miss because all use the old Fair Credit 
Reporting  1970.  This states that the creditor must respond within a reasonable time to the debtorΩs 
complaint about a derogatory reporting issue. This could be thirty days and if they do not respond, the 
credit reporting agencies must delete the record. The credit card companies may be busy and ignore the 
request or have a staff that proves you were late and leaves the item on the report. Once you have 
marks on your credit, ƛǘΩǎ very hard to get them off. 

Credit Scores 

Fair Isaac Corporation FICO is 9ȄǇŜǊƛŀƴΩǎ number. This score is usually the most accurate and comes in 
the middle of TransUnion and Equifax. Trans Union or Beacon score always comes in the highest. The 
scores range from 350 to 850.   Usually if the file has no accounts or mostly poor accounts, a credit score 
will not be generated.  The computer will use the following to arrive at a score: Payment history, if you 
pay good more points, if you pay bad lower points.   Ratio of balance to limit; If your balance is over 30% 
of your limit, it will pull it down.   Length of credit; if you have a 20 year history your score will be much 
higher than someone with just one year.   Credit inquiries: if you are shopping around and have 
companies pull your credit, this will pull down your score.   

What lenders look for 

FHA loans have a minimum of 600-640  if you put 3.5 percent down. Recently some have approved loans 
with a 580 credit score with compensating factors. Lenders that offer a second mortgage or line of credit 
require a credit score of 720. Most credit cards like to see a credit score of 580. L ŘƻƴΩǘ ƪƴƻǿ ǿƘŀǘ ŀǳǘƻ 
lenders look for, although almost anyone can get an auto loan.  They will charge a higher rate for lower 
scores. 
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If you are going to purchase a rental property, you will need a 680 minimum score and some jumbo 
lenders will look at scores this low, although, most require scores over 700. If you are going to borrow 
from a hard money lender, credit score is not an issue. They loan mostly on the equity of the property. 
Borrowers will pay a higher rate and points for a quick funding of these real-estate loans. Most everyone 
reading this has an idea of his or her score. Most credit card companies offer a free credit score and 
anyone can get a score from the big three. The average score in America is 670 and this is not bad in a 
lenders eyes. Anything over 720 is very good and excellent scores are over 760. 

5ƻƴΩǘ get caught up on keeping your credit score high unless your business depends on it. Personally, I 
would stay away from consumer debt. Mortgage debt is fine because you have an asset working for you. 
Mortgages also help your credit score, to a point. If you have a home equity line of credit (HELOC)  that 
has a high balance, this pulls down your score. 
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Chapter FiveτDebt 

Now that we have filled your brain with how to build good credit, we will touch on those who have 

abused the credit and gotten into debt.   Debt is a terrible thing for the consumer!   It grinds away 

on your monthly budget, causes divorce and even suicides.  The lenders love to keep people in debt 

because they are making millions off all the interest.   Pay cash when you can and save up debt for a 

house.   If you are in debt and need to dig out, here are a couple plans that may help. 

 

Plan A 

This plan will terminate you debt very quickly! 

The first thing is to stop charging on the credit cards!  Cut them ǳǇ ōǳǘ ŘƻƴΩǘ ŎƭƻǎŜ ǘƘŜ ŀccount.   Or, put 
them in a bowl of water in the freezer. This will stop balances from going up.   If you are a homeowner 
and have a HELOC, it will have the lowest rates and charges and charges simple interest. This means that 
interest is only charged on what you have out and the loan is not amortized. Your first mortgage is 
amortized over thirty years and front end loaded with a ton of interest. 

Take your HELOC check book, and consolidate your highest credit card balances.   When your pay check 
comes in, put 80 percent of it on to your HELOC. The next month, the credit- card bill will either be gone 
or very low.  Take the other 20 percent of your pay check, and it will go to utilities, food and 
transportation. The next few months, do the same with the other credit cards and auto loan(s). When 
you get your pay check, put 80 percent of it on the HELOC. 

If done correctly, you should see no increase in the HELOC. You will save hundreds, if not thousands in 
interest over the long term. 

Plan B 

If you do not own a home but have good credit, apply for a personal loan that will have a limit five times 
higher than your largest credit card. This should have a very low fixed rate or be tied to prime rate for 
the first three years.  Use this line to consolidate all your small loans.  

 

Plan C 

1. If your credit cards are maxed out, your FICO score is low and you ŎŀƴΩǘ get a larger line of 
credit, pay off the small department  store account first. This may only take three to four 
months but, they have high rates and just the sight of these small bills may pull down your mojo. 
Then I want you to start attacking the larger credit cards by using a bill pay service with your 
bank. Pay the largest credit card every pay period. This means two to four payments per month. 
Pay three to four times the minimum, if you can. With the savings I have shown you and having 
extra funds, you can pay more on the principal each month. 

2. When all debts have been put to zero, ŘƻƴΩǘ go out and charge up the cards again. In fact, I 
would suggest you make an extra payment or two on your first mortgage to pay that down. 
Better yet, refinance the old thirtyyear mortgage to a fifteen  year mortgage. Yes, you will have 
a higher payment, but you will save thousands over the life of the loan.   Want to save even 
more on your mortgage?  Take that fifteen year mortgage and put it into a bi-weekly mortgage 
and that will pay off your mortgage in about eleven years. 
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Some people are against paying extra on the mortgage and others are even against adjustable  rate 
mortgages. I have adjustable rates on most of my homes because they pay down faster and I ŘƻƴΩǘ need 
to re-finance when rates go down. When the mortgage re-adjusts every six months, it goes off the new 
principal balance and not the original balance from the origination date of the mortgage.   With the drop 
in interest rates and the lower principal, this puts 50 percent of my payment on the principal. 

When things are good, people tend to spend more. We should get rid of debt, save and invest because 
the economy will turn and this will have you better prepared for the storm. You will need to build a nest 
egg to pull on instead of using the credit card for emergencies. 

Getting out of debt is one thing, staying out of debt, is another.  One needs to build the habit of not 
spending too much.   The first thing is to have the desire!  Then, turn that desire into an action.   This 
action becomes a habit.   You can have good habits of saving and investing or bad habits of spending and 
going into debt.    

No one is going to force your hand on good or bad habits.   You are the master of your financial future 

and should set an example for your family.   We can rely on the Government to save us from our debts; 

they are packing on billions in debt every year!    I would rather listen to a millionaire on how he made 

his riches then someone who is in debt.   Strive to be debt free!  
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 Chapter SixτSaving 

With the items we learned about budgeting and debt management, you should have some money left 
over for savings. The financial goals that we discussed in the first chapter should give you an idea of 
what you want or need to do with your savings goals. When paying for a vacation or used car you should 
pay cash and not finance it. The fear of writing a large check is far less pain than having a monthly 
payment for years. Take what you can out of this savings chapter and apply it to your own budget. 

When I was four years old my father took me down to Midland Savings and Loan. I started my first 
savings account with twenty  five cents. Each time I added to the account the teller would stamp the 
date and hand write in the amount. I got the account up to ten dollars that year and my father taught 
me a valuable lesson;  start saving early! After my first flip in my early twenties, I took the profits and 
spread it out to a mutual fund, money market fund and certificate of deposit.    I used this to live on until 
my next venture of running a small manufacturing company. As most start-up companies go, I failed and 
blew through all my savings. 

This lesson cost me thousands and I learned from it. I ŘƻƴΩǘ know if they teach personal finance in high 
school or college. With the cost of higher education, I would think they would teach the students to save 
for the future.  

Make Saving a Habit 

The reason I suggest a habit is that most people ŘƻƴΩǘ have extra funds at the end of the month. The 
bucket only gets half full with the needs and wants. You may have heard of the saving  jar method or 
setting up several accounts. This system works with your spending habits and forces you to create a 
savings habit. They break it down something like this 

¶ Emergency fund: This is auto repairs or hospital visits 

¶ Financial freedom fund: This could be the retirement account. 

¶ Education fund: This is putting away money for childrenΩǎ education.  Start at least ten years 
before they start college.  

¶ Vacation fund: Make sure you have six figures saved up to reward yourself. 

¶ Food fund: This is the money you put away for buying food each week. 

The author of this idea tries to make it easy by using jars that you put cash in each week. A percentage 
goes into each jar and after time each one builds up. Most use it in checking accounts and if you ŘƻƴΩǘ 
have much to go around. 

Personally, I had the following when raising my young family. 

¶ Checking account: I used this to pay all the bills each month. 

¶ Savings: Used for emergency funds.  

¶ Money market: This would give me a small returnΦ bƛŎŜ ǇƭŀŎŜ ǘƻ ǇŀǊƪ ƳƻƴŜȅ ǎƻ ȅƻǳ ŘƻƴΩǘ ǎŜŜ ƛǘ 
and it has a higher return then a regular savings. 

¶ Mutual fund: This was my long term savings for education or investments down the road. The 
rate of return was slightly higher than the money market, not so liquid. 
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¶ Stocks: When my broker would call me for a hot tip, I would pull money out of the money 
market and buy a stock. The trades would only last thirty to ninety days and I would usually 
double or triple my money. That money would go back to the money market fund. 

Later in life and with other streams of income, my savings picture changed to the following: 

¶ Checking accounts: Pay monthly bills  

¶ Savings: Money goes in each month from main checking. The extra cash sits there for a one year 
cushion if I ŘƻƴΩǘ make any money. 

¶ Mutual fund: This is an outside brokerage that deducts a small amount each month for college 
education. This account is long term and the returns are up and down. 

¶ Business checking: I pay myself by transferring funds to personal from this account. A check 
pays the bills and a debit card is used for some recurring expenses. 

¶ Realestate account: The renters have an automatic deposit in this account. It holds the deposits 
and account used for repairs and mortgage payments. 

 

With the main checking account sending funds to the mutual fund and savings this sets up the habit for 
monthly savings. With the real estate account taking in extra cash flow, we just let that sit and grow. The 
interest rate that the bank pays is nothing and we are not investing with the bank. The bank is just a 
clearing house.   Funds should be invested to keep them working.   If it just sits in the bank, you are 
losing money due to inflation.   Keeping the money working at 2.00% return is just a breakeven; you 
should be getting 8.00-12.00% on a consistent basis.   
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Chapter Seven 

 

So far we have covered: financial goals, budgeting, credit, debts and saving. If you have your financial 
house in order, we will turn our focus to investing. I mention άŦƻŎǳǎέ because the real game is investing. 
This is a full time job for millions of wealthy Americans. Have you noticed all the ads for brokerage 
houses?  Your bank is constantly trying to send you to the wealth management department.  Have you 
noticed the size of Wall Street brokerage houses? This is because there is a lot of money in the 
investment business! 

We are going to share some basic investment principles and some advance secrets that will offer much 
higher returns than you thought were possible. 

Most people think of stocks when investing.  Most have a 401(k) account with an employer and that 
money is taken each month and put into a mutual fund that buys stocks.  Have you purchased a stock or 
a bond? A stock is a share in a company. You actually own a very small amount of the company. If the 
company does well, the value of the stock increases and if you sell it for a higher price than you 
purchased for, you make money. 

Most people wait for the stock to go up or go long on the position. Although, not all stocks go up in 
value, most stocks lose value after the initial public offering (IPO). Most investors do not purchase 
options or short the stock.  Shorting a stock is betting that the stock will go down and you make money 
when it does.   Options are contracts that control the underline stock.   The rate of return is higher but, 
the options may expire worthless.   Some investors sell calls or puts and this limits the risk because they 
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receive a premium for selling the stock.   If the stock goes the other way and they have to purchase it, 
they get the underline stock at a discount.   

Mutual Funds 

Mutual funds are a basket of stocks, bonds and other investments.   These funds spread the risk over 
owning the investment individually.   The fund managers usually charge a fee that ranges from .50 ς 
2.00% of the fund amount.   The returns on these funds go with the market and are usually quoted in 
annual terms.      

Certificate of Deposit  

A certificate of deposit or a C.D. for short is just another form of savings.   It may have a higher return 
but, is not liquid for a set period of time.   The longer the term C.D. usually pay a higher return.   The 
terms range from six months to five years.     

Treasury Bills 

Treasury Bills or T-Bills for short are issued by the United States Government.  These pay a very low rate 
and the interest is paid up front in the form of a discount.   The rate of return is usually lower than the 
inflation rate.   Large corporations and foreign governments buy this debt because this is a safe place to 
park money.  

Rental properties 

Real estate rental properties have created tens of thousands of wealthy people over the years.  Small 
investors can purchase homes rent them and enjoy the appreciation and cash flow.   Some investors 
start with the primary home and move out, turning that home into a rental property.   

Others can get started with purchasing the home with a conventional or private loan.   This allows you to 
get in with little or no money if you buy the property right.      The mortgage payment, interest, taxes 
and insurance (PITI) should be lower than your rental amount. If you are just making $200 per month, 
that is great!  Because you will have appreciation, tax benefits and a forced savings plan.   Lƴ ǘƻŘŀȅΩǎ 
market the rents are high and average cash flow on a single family home is around $500 or more per 
month.   

A plan of buying two a year for ten years will get you into a financial freedom position.   Where you sell 
the first ten properties with the most equity and pay off the mortgage on the last ten that you 
purchased. 

With ten properties free and clear and each renting for $2,000 per home or $20, 000 per month! Is this 

more then you are making at your job each month? ¢Ƙƛǎ ŀƭƭ ǎƻǳƴŘǎ ǘƻƻ ŜŀǎȅΣ ƛǘΩǎ ƴƻǘΗ  Lǘ ǘŀƪŜǎ ŀ ƭƻǘ ƻŦ 

work and determination.  You will have some renters that stay and pay for years.   You may have renters 

ǘƘŀǘ ŘƻƴΩǘ Ǉŀȅ ŀƴŘ ǿƛƭƭ ƘŀǾŜ ǘƻ Řƻ ŀƴ ŜǾƛŎǘion.   Others will trash the place and no amount of deposit will 

cover the damages.   Make sure you pull credit, call the previous landlord and current employer.    If 

getting rich was easy, everyone would be doing it!  

The great thing about rentals is thaǘ ȅƻǳ ŘƻƴΩǘ ǎŜŜ ǘƘŜ ǇǊƻŦƛǘΦ   ¢ƘŜ ƘƻǳǎŜ ȅƻǳ ǇǳǊŎƘŀǎŜŘ ŦƛǾŜ ȅŜŀǊǎ ŀƎƻ 

ŦƻǊ ϷнллΣллл ƳƛƎƘǘ ōŜ ǿƻǊǘƘ ϷорлΣллл ǘƻŘŀȅΦ   ¸ƻǳ ŘƻƴΩǘ ƎŜǘ ŀ ƳƻƴǘƘƭȅ ƻǊ ǉǳŀǊǘŜǊƭȅ ǎǘŀǘŜƳŜƴǘ ǘƻ ǎŜŜ 

the value such as a brokerage statement.   You might get a realtor sending you a flyer 2-3 times per year 

showing you what other homes have sold for.    
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When you get a rental property, hold on to it for as long as you can!   Each month that renter is paying 

the mortgage is just one more step to financial freedom.   Yes, there will be some bad tenants!  Yes, 

there will be some repairs on the home ς So what!  You are building wealth for the long term.  

Something you can use for retirement.   This is an appreciating asset that helps you save on taxes.    

Tax Advantages of Rentals 

When you own a rental after one year you would file a schedule ςE on your 1040 tax filing.   This form 

take the gross rent minus the following expenses; Mortgage payments, real estate taxes, insurance, 

repairs, utilites, transportation and depreciation.   This usually shows up as a negative number and 

carries through the tax form to reduce your adjusted income.    

The depreciation is a tricky factor in that the IRS gives you or allows you to deprecate the property over 

time.   This amount can be added back in if you are applying for a mortgage loan to purchase your next 

property.   Although, you might want to check with your CPA when the property is sold.  There is this 

odd depreciation recapture tax law that the IRS has.  Whereas, all the depreciation that you took over 

the years has to be accounted for.   This is in addition to the capital gains or ordinary income that you 

ǿƛƭƭ ƘŀǾŜ ǘƻ ǊŜǇƻǊǘ ŀŦǘŜǊ ǘƘŜ ǇǊƻǇŜǊǘȅ ƛǎ ǎƻƭŘΦ   !ƎŀƛƴΣ LΩƳ ƴƻǘ ŀ ǘŀȄ ŀŘǾƛǎƻǊ ŀƴŘ ȅƻǳ ǿƛƭƭ ƴŜŜŘ ǘƻ ŎƘŜŎƪ 

with your own CPA regarding these rules.    IΩƳ Ƨǳǎǘ ƘŜǊŜ ǘƻ ōǳƛƭŘ ȅƻǳǊ ǿŜŀƭǘƘ ŀƴŘ ǇǳǎƘ ȅƻǳ ǘƻ ŦƛƴŀƴŎƛŀƭ 

freedom.   

Using the rental as a piggy bank 

Make sure you have a separate account for your rental properties.   This is where you deposit the rents, 

Ǉŀȅ ǘƘŜ ƳƻǊǘƎŀƎŜǎ ŀƴŘ ǊŜǇŀƛǊ ŎƻǎǘΦ   5ƻƴΩǘ touch the profits for at least six months!  Use the extra cash 

flow to invest back into other rentals!  You should always keep six months payments aside if you have a 

ǾŀŎŀƴŎȅ ƻǊ ǊŜƴǘŜǊ ǘƘŀǘ ǿƻƴΩǘ ƎŜǘ ƻǳǘΦ    The lenders also require this for purchase and re-finance loans if 

you own over four rentals.  

All of your leases should be month to month.   This gives you the option of not renewing the lease if the 

tenant does not pay.   We used to have 2-3 year leases and had a bad apple who refused to pay rent.   

The deposit check bounced and the courts usually side with the tenant and not the landlord.   Always 

run credit, check references and verify the income.   We suggest not taking pets and charge extra for 

smaller children.    

 If you want to move up in the world, consider doing a 1031 exchange.    A 1031 is a tax code that allows 

you to take the proceeds or profit of the sale and put into another like property.   You must identify the 

property prior to the sale of your existing rental.   You have six months to close on that property or you 

will be subject to capital gains tax.  

Please educate yourself on the 1031 exchange program through other web site, books and experts that 

ŎƘŀǊƎŜ ŀ ŦŜŜ ŦƻǊ ŎƻƴŘǳŎǘƛƴƎ ǘƘƛǎ ǎŜǊǾƛŎŜΦ  LǘΩǎ ǿŜƭƭ ǿƻǊǘƘ ǘƘŜ ƛƴǾŜǎǘƛƎŀǘƛƻƴ ƻƴ moving the profits forward 

as to not pay taxes.   The rich pay a much smaller percentage of taxes then the working class.  This is 

ōŜŎŀǳǎŜ ǘƘŜȅ ƘŀǾŜ ǘŀȄ ŀŎŎƻǳƴǘŀƴǘǎ ŀƴŘ ŀ ǇƭŀƴΦ  LŦ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ŀ ǇƭŀƴΣ ǘƘŜƴ ȅƻǳ ŀǊŜ ǇƭŀƴƴƛƴƎ ǘƻ ŦŀƛƭΗ  
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Flips       

 

Everyone has seen the fix-n-flip shows on television. Some of these reality shows are real and others are 
not. Some people do very well in the flip market and the key is buying the property at the right price. 
The location is very critical to your success. I have made money on flips, broke even and lost money. 
How can a person lose money on a flip? 

The money is made when the property is purchased, not sold!  I might repeat myself on this because is 
so important not to over pay for the property.   Contractors may eat up your profits on overcharging and 
not getting the job done on time.   Using expensive private money eats into your profits also.  

Contractors are important on flips. They charge too much, ŘƻƴΩǘ show up, use your money for other 
jobs, ŘƻƴΩǘ finish, and so forth. If you have a good crew, keep them! Other costs on a flip are sales costs. 
Most go through a Realtor and the Multiple Listing Service, or MLS for short. Everyone has to pay title  
insurance if the buyer is getting a loan.  On that note, make sure you pay for a hold open policy when 
buying, this will save you when you sell a few months later.  You will have un-expected cost such as real 
estate taxes, insurance, and utilities. Here is an example of a typical flip: 

Purchase price: $250,000 

$50,000 in repair cost  

$14,000 Sales cost 

$11,600 Finance cost 

$2,500  utilites, taxes, insurance, Etc.  

$350,000 Gross sales price  
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$21,900    Not a bad return, if you can get in and out in less than four months.  Can you do three to four 
of these a year?  The purchase and sales price varies depending on what market.   

The repair may take less time and it may sell quicker to the end buyer. It usually takes a month to six 
weeks to remodel a singlefamily home. The buyerΩs loan might take a month or two for a closing with an 
FHA loan. Some investors set up a team: 

¶ Buyer:  Locates properties from wholesalers or Realtors. 

¶ Finance: This person secures the mortgage via hard money, conventional or cash. 

¶ Construction crew: Most have a general contractor who oversee the sub- contractors 

¶ Sales crew: Realtor who has access to the MLS and will write the contract. The Realtor may have 
a team to help such as; stagers, inspectors and a mortgage brokers. 

 The challenge is finding the right property to purchase. Hot markets across the country have several 
offers the same day the property hits the market. The prices have been exploding due to speculation, 
building cost and a booming economy.  

 

Other avenues of real estate investing are commercial properties. This could be a duplex, apartment 
building or retail strip centers.  These properties put off a higher cash flow and cost more to get into. 
Most commercial lenders require a down payment of 20 to 30 percent. Some smaller units can be 
purchased on terms if the seller is willing to carry a second mortgage. On some of the larger deals, the 
first mortgage can be assumed. Commercial real estate can build your wealth slowly or quickly all 
depending on the markets. 

The best thing about real estate investing is that anyone can do it. ¢ƘŜǊŜΩǎ ƴo need to have a real estate 
license or lots of money to start. You can start as a wholesale person finds the deals and takes a fee. If 
you have some equity in your primary residence, you can obtain a home equity loan and use that for the 
down payment and closing cost on a flip or rental property. The key is having the passion to go out and 
do the deals. 
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For those who have more money and need a higher rate of return, this section will go over some little  
known secrets that will offer much higher returns. I was introduced into hard money lending while doing 
flips in San Diego. Through my experience, I found a great investment vehicle that offers a higher rate of 
return with the security of real estate. 

What is a hard money loan? 

A hard money loan or private loan is a mortgage that you can fund and charge a higher rate. Yes, you 
become the bank and loan out your money.   The rates in the past ten years ran from 7 ς 15 percent 
Some lenders charge a discount or points on the loan that increase the yield even more. With terms that 
range from six to thirty-six months, I have seen yields in the 22- to 28 percent range. Why would a 
borrower pay such a high rate? The borrower needs the money quickly! They may have a great deal on a 
flip and need to fund the deal in days, not months like conventional lenders do. They may have lower 
FICO scores or the tax returns do not show so much income. The hard money loans I have brokered all 
have good equity positions. If you want to receive a good rate of return that is backed by an asset that 
appreciates, investing in hard money is the best way to grow long term wealth! A few items you need to 
look out for include the following: 

 Loan- to-value (LTV) should be below 70 percent. For example; Property is worth $100,000 and you 

would not want to fund more than $70,000 on the deal.   

¶ Make sure the title  is clear. 

¶ Always close through a mortgage broker who uses a good title  company. You would not want to 
be in second or third position on the mortgage. You would want to be in first unless the first lien 
is very small. 
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¶  Make sure the borrower is aware of the terms:  of quote payment, rate, fees and term of loan 
prior to doing anything. Make sure he or she is happy getting into the loan and can get out by 
re-financing or selling the property. 

¶  Check the income and credit!  Even though brokers advertise stated income loans, have them 
check the credit dƻƴΩǘ make a loan to anyone who has a 530 credit score. Get some  bank 
statements instead of tax returns. This will give you a better feel for the income. 

¶ Servicing of the loan can be your job or the mortgage company. This includes: collecting 
payments, making sure the taxes and insurance is paid. When the borrower is ready to pay you 
off, you will get a payoff request from a title  company. You will need to fill  in the amount owed 
and this is for the principal balance, daily interest, late charges and any advances on the loan for 
taxes and/or insurance. 

¶ You will need to provide the original promissory note and complete a release form for the 
satisfaction of the mortgage. When they send you your money back, you will need to find 
another good mortgage to invest in. This is why you should have a good relationship with a 
company that specializes in hard money. Google hard money brokers in your city and there 
should be several you can interview. The larger ones may want you to invest in a fund and the 
smaller ones do deal- by- deal. 

If you ŘƻƴΩǘ have at least $50,000 to invest in a hard money loan, try Crowd funding or Kickstarter. These 

are internet companies that raise capital for small ventures. They use thousands of investors who invest 

or donate small amounts of money for larger returns. These are not secured by any collateral and you 

may lose principal. Lending Club is another on-line company that makes high rate, personal loans with 

private money. This is a credit score driven site that a borrower with 720 fico score might be offered a 

14.50% rate for a loan. 

Limited partnerships, Limited liability and Private Placements 

If you are looking for a higher return then a hard money loan, consider investing in business. When you 

invest in a stock, bond or other funds ς these large companies put your money in with a growing 

company. How would you like to be at the bottom before anyone finds out? Steve Jobs called over 250 

private investors to invest in Apple computers. He finally hit one that offered funds to get his company 

out of the garage. What if you became one of these investors in a small start-up? Some are very risky 

others will pay back big. 

Limited Partnerships 

These could be for real estate deals, venture capital or expanding an existing company. If you have a real 

estate deal and you are investing with other investors, read the prospectus carefully. Go out and look at 

the property and do your homework.   Run background checks on the principals and get referrals of 

whom they have done business with in the past. 

Then invest only 10-15% of your liquid funds that are doing nothing in your money market. Stay close to 

this group; you should receive a minimum return of 15-45% per annum. If the limited partnership or LP 

is investing in a company that has no real estate; get the financials of the company for at least three 
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years. Visit the company and talk to the management and employees. Get a feel for what is going on 

and go with your άgutέ feeling. If you ŘƻƴΩǘ feel good about it, ŘƻƴΩǘ invest. 

Limited Liability companies and Private placements 

If you are going to invest in a Limited Liability Company or, LLC for short. You should get a copy of the 

operating agreement better yet, have your attorney review it. This will spell out what the company does 

and what duties the managing members have. These can be formed for small ventures that limit the 

liability of the creator or managing member. Make sure you become a member or even managing 

member of the LLC and have voting rights. The LLC can be formed easily on line and an operating 

agreement can be drafted by an attorney or any good legal web site can provide a temp plate for the 

operating agreement. As an example, I set up a factoring company with an LLC that advances funds on 

purchase orders and invoices. The investors became managing members of the LLC and had voting rights 

in the LLC. This gave them the power to make business decisions. I ŘƻƴΩǘ think a mutual fund with 

Fidelity would let the investors tell them to do with the money invested. The investors in the fund would 

receive a fixed quarterly return of 4.00% per quarter, or 16.00% per annum. The customers (or 

borrowers) would pay a much higher monthly rate. They pay this high rate because most banks ŘƻƴΩǘ 

make unsecured loans to business. As the fund manager, I would make my income on the spread 

between the investor and the borrower. Our money is secure because we collect from the company that 

pays the borrower. 

Investing in a factoring company is an excellent investment for several reasons. The return is higher than 

a hard money loan. The loan goes to a business and not a consumer. There is something to collect on if 

they default. The money also turns every 30-90 days. This allows the investor to redeem the investment 

if they need to pull it out. 

Private Placements -PPM 

These are ventures that are set up to avoid securities laws. The government set these up under the 

code; Regulation ςD 504. Whereas, they have a limited amount of accredited investors invest in an 

equity or debt. The small company avoids the Securities and Exchange Commission and the hoops of an 

initial public offering. These are used for: Oil deals, finance, real estate, high tech, manufacturing and 

other type of business. The returns can range from 7.50 % to 85% or more per year. 

Some private placements do very well, others do not. If you are on an accredited investors list, you may 

get calls from telemarketers wanting you to invest in a private placement or PPM for short. I would 

suggest that you get the history of the company prior to investing in the PPM. You might want to visit 

the company web site, drive out to see the oil wells or real estate that they are promoting. 

My investors always check out the deal prior to investing. You should also ask questions about your 

broker. How long have they been in business? Can you get some references? Have they been sued? You 

will be asking these questions because by now you might be thinking of pulling your money from your 

current brokerage account. With the few proven ideas in this book you can see how to get double digits 

returns with a little  effort. Warren buffet researches every investment, by looking at the financials, 



29 
 

trying the product and meeting the management. This gives him a comfortable feeling for the 

investment, all investors should be comfortable and happy with the investments. 

 

Prior to making any investment one should look at what you have now. Take out all your assets in 

checking, savings, money market and mutual funds. You will only invest what you can afford to lose, yes 

ς you may lose some principle. You should allocate 15% of your funds to a high rate/high risk 

investment.  This could be in a PPM, LLC or land deal. This investment may double your money in a short 

time, or you could lose all of it. The next 45% of your funds should go to a high rate/moderate risk 

investment. This could be a hard money loan that you will receive monthly payments. The investment is 

secured by real estate and therefore, relatively safe. 

You should then allocate another 30% to a moderate rate/low risk investment. This could be real estate, 

such as a flip, rental or real estate investment trust. The rate of return is much lower than the other 

investments listed previous it will be safe. 

The balance of your funds should be is some type of liquid savings account. This could be a money 

market that is a low rate/low risk investment. This is more of a savings that you can only access 2-3 

times per month. Put all your extra cash in this account from your earning and use this savings account 

to fund your higher rate of return investments. 

Within a short time period, you will notice that these accounts will grow rapidly. Keep a record and/or 

chart of the growth. No one else will do this for you on a higher rate of return such as a PPM or hard 


