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Author‟s Preface Hello, I‘m Keelan Cunningham, founder of Millionaire Mindset Secrets. What you are about to read, I believe, could have a deep impact on the way you approach income generation, money management and the creation of wealth. The ideas, insight and strategies contained within this book / website (www.MillionaireMindsetSecrets.com) have helped countless others form every walk of life fast-track their wealth creation endeavours; putting more money in their pocket and helping others do the same through the creation of wealth. If you‘re reading this now, congratulations! Yeah, I know…it sounds a bit naff and a little patronizing when you hear someone saying this. However, seriously, it‘s reflective of your commitment to the process of becoming rich for life and creating lasting wealth. So, once again, congratulations! Please don‘t do yourself a disservice by deleting, discarding or only partly reading this book. You will benefit greatly by reading this entire contents of this book; I guarantee you will come away with a number of actions you can implement straight away to stop the process of you becoming poorer or, put a better way, advance the process of you becoming richer and creating real wealth. If you‘re like me, you‘ve probably subscribed to a few websites, downloaded a few books etc. and been somewhat disappointed with what you‘ve gotten into your inbox. My sincere objective is that this book provides you with some new insights, tips and actions that can get you further down the wealth creation road. I think it‘s a great shame not to live a truly fulfilled life in all its aspects. Whilst money and wealth creation isn‘t the be-all and end-all of life, it‘s damn well important. Whether we like it or not, money is the criteria by which we largely judge someone‘s value or contribution to the world. Show me someone that says, ―Money is not important to me‖ and there‘ll be a high probability they don‘t have much. Depending on your values, you will place a higher priority on one or other of these things: - Family & Friends, Fun & Hobbies, Relationships, Career/Job, Personal Space, Spirituality/Contribution and Health; these are all important elements that © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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need to be balanced in your ―Wheel of Life‖. I would never argue that Money/Wealth is more important than any of the others. It is simply another piece in the puzzle of ―life‖. This book is however likely to resonate more with those of you that place a high value on wealth creation/money at this juncture. I‘m hoping that this book and our website (www.MillionaireMindsetSecrets.com) can help you bridge the gap between where you are and where you want to be. Not that you should be ungrateful or disappointed with yourself for where you‘re at. That‘s just not useful thinking as it is near impossible to bring more good into your life if you are feeling ungrateful. The purpose of life is essentially to create and experience more life - to enable the true expression of life. Wealth creation in its fullest, broadest meaning fosters this expression. Money, especially the creation of wealth can heighten your contribution to life and the life of those around you. Why limit yourself to the possibilities of life by limiting your wealth creation ability. I believe you have a choice. You can choose to be wealthy or choose to be poor in much the same way you can choose to take care of yourself or choose not to. Finally, both this book and website are focused not simply on the development of a millionaire mindset alone but really on the implementation of practical wealth creation / becoming rich strategies also. This is one of the reasons we‘ve included a worksheet at the end of each chapter so that you can make practical, almost immediate changes in behaviours, actions, financial habits and understanding. I‘m committed to helping you achieve your financial goals. To be frank, I have no choice in the matter as I‘ve made up my mind that that‘s what I‘m going to do. I truly hope that this book will be a helpful guide in your journey from where you are, to where you want to be. Sincerely,



P.S. If you like what you read and think it could be of value to someone else I‘d really appreciate if you could point them to www.MillionaireMindsetSecrets.com to download a copy of this FREE book PLUS get FREE BONUS lifetime access to our regular Millionaire Secrets emails, videos, audios etc.
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What People Are Saying … "What's great about the information you get from Keelan and his MillionaireMindsetSecrets.com website is that the wealth building/ becoming rich ideas are all grounded in reality and based on experience i.e. what really works. There are plenty of people out there giving advice that is based on theory but useless in the real world. What you get from this website is highly valuable insights that will help put more cash in your bank account and build wealth that lasts." - Shane Cradock Business & Performance Coach, Ireland "I began implementing some of the Millionaire Mindset secrets and soon found I was managing my money better and showing more profit in my business. I also for the first time made an investment using their investment secrets that is actually making a profit and not losing money as so many of mine have in the past. I strongly urge anyone looking to increase their income to give "Millionaire Mindset Secrets" a try. They worked for me and will work for you too." - Jerry Buckner Voiceover Artist, Atlanta, USA “MillionaireMindsetSecrets.com has the most authentic ideas I have come across in the wealth building field. They under promise but over deliver. All the thoughts are deeply human - which is not a common place when talking about business and wealth - and they perfectly apply and promote the concept: teach a man to fish and you will feed him for a life. What I like in particular is the way they distinguish between being wealthy and being rich. Knowing this is an absolute must. This is definitely one of the most important “how to get rich” / “wealth creation” sources on the Internet.” Francois Maki Video Production Specialist, Hungary



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Secret # 1: Develop the “Abundant” Mindset Ever wondered what wealthy people do that‘s so different? How is it that some people are so successful in creating wealth and success whilst others are left behind on the starting line? Is it their education level, their privileged background, their physical or mental attributes, or their work ethic? Well, I believe it‘s really none of these things (although these are factors). What separates truly successful people from the remainder of the population is largely their way of thinking and acting i.e. their mindset (By the way, no one is really unsuccessful in my opinion; they just haven‘t learnt how to become successful yet.) Without doubt, your mindset is the single most important factor that will determine whether you will be wealthy or not. True wealth and abundance takes root in having an affluent psychology. You‘ve also got to learn how to remove any disempowering, limiting beliefs you may have about yourself or money in order to avail of the riches and richness of life. Read Napoleon Hill‘s ―Think and Grow Rich‖ book if you want to understand this more and find out how your thinking will make you wealthy (or not!). An understanding of the essence of mindset and the corresponding connection of neural pathways that develop in the mind can be summarized in the rather Whatever You Think benign but significant maxim ‗Whatever you think About You Bring About about, you bring about‟. This metaphysical belief system, known commonly as The Law of Attraction, has been popularized by The Secret but has existed as a concept and been espoused by The New Thought Movement in the early 1900s which bought us books such as „Thought Vibration or the Law of Attraction in the Thought World‟ by William Walker Atkinson and ‗The Science of Getting Rich‟ by Wallace D. Wattles. Research in the field of neuro-science indicates that at least 95% of our day-to-day actions are unconscious. Knowing this statistic gives a nod in the direction as to where the solution to developing that abundant, millionaire mindset lies. So, how do you go about cultivating that millionaire mindset? Here are a few simple ideas for you to consider and put into practice straight away



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Can You Think and Grow Rich!? You know, being a millionaire and creating wealth is not the be all and end all. But having a millionaire mind and financial independence is a helluva lot more fun than having a poverty mindset and being broke! And it will give you the freedom to live the life you want to live...on your terms! Can you do so without money? Maybe! But it‘s gonna be a heck of a lot more difficult, if not impossible, and you‘ll end up compromising! So, read on to find out how you too can develop a millionaire mind. Every successful person in life knows this one important lesson: You don‟t have to live You Don‟t Have to Live Your your life the way other people expect you Life the Way Other People to. Conforming to other peoples‘ expectations is Expect You To in a nutshell a recipe for a humdrum, boring and mediocre life. In order to become a millionaire you must have developed ‗the millionaire mind‘ and this means thinking and behaving in a way that‘s good for you! So, expect to upset some family, so-called friends and even a few institutions along the way!‖



There is a Science to Getting Rich In the book, ‗The Science of Getting Rich‘ by Wallace D. Wattles, the central argument is that it‘s not possible to live a really complete or successful life unless you are rich. The idea being that you can‘t unfold your true potential and experience all that life has to offer if you are poor. Well, you have to ask yourself ‗Do you agree with this idea‘? If you don‘t, then you are, regrettably, destined never to fulfill your potential and always be poor! Why? Because you will unconsciously be accepting people, ideas, and circumstances into your life that will take you off the road to wealth and fulfillment. Don‘t get me wrong, you can still lead a good life if you are not rich.



There is No Nobility in Poverty



However, there‟s no nobility in poverty. When you are rich you can help those who are less fortunate; by being a source of inspiration and giving opportunity.



Change Your Thinking, Change Your Life Wealth is a result...and more than any other thing it is a result of your mindset. Having the right mindset is the key to developing the millionaire mind. Unfortunately, conventional systems and institutions unwittingly teach us to go to school, then university, get a job, and get married, etc., without ever showing us how to develop our minds to their full potential. If you merely follow the system you will unlikely have developed the right mindset to achieve your full potential and create lasting wealth. © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Your inner world creates your outer world. Creating wealth is firstly an inner game played on the playing fields of your unconscious mind. Some people are already programmed for success early in life.



Creating wealth is firstly an inner game played on the playing fields of your unconscious mind.



This can be because of their background, their parents, their education or even some lifechanging event. But, if you‘re not yet a successful millionaire (and it‘s a good guess you‘re not yet if you‘re reading this) then you literally need to re-program your mind for success. How? Read on…



The Millionaire Mind Making System Mind Rehearsal: Practice Makes Permanent! In much the same way as you‘d rehearse for a sales presentation or a concert you take the same approach with your mind. You practice until your new way of thinking becomes automatic i.e. the successful outcome is imprinted on your unconscious mind so strongly that your conscious thoughts are programmed for success. You basically visualize and rehearse circumstances, feelings, places etc., in your mind in order for them to manifest. This ‗mind rehearsal‘ is in my opinion the most important thing you will do in your life. You see, people think they make decisions consciously. But they don‘t really. Most of the time, it is the unconscious mind that is driving our lives, controlling the so-called ‗decisions‘ we make consciously. So, it‘s really important that we are visualizing wealth and feeling wealthy all the time in order for us to become so. So yes, you can literally think and get rich; so long as these thoughts are imprinted on your unconscious mind and you act accordingly. There‘s a lot more on this subject than I can cover right now in this one article. But if there was one ‗take home‘ from this, then it‘s to fully understand that decisions in our lives are largely made at an unconscious level. These thoughts lead to feelings, these feelings lead to actions, and these actions lead to results!



Acting Your Way into a Better Way of Thinking There‘s a saying I like which goes: “it‟s better to act your way into a better way of thinking than think your way into a better way of acting”. However, this is only partly true as it works on the principle of ―do-have-be‖. You can start acting and behaving like a wealthy person in order to start feeling more wealthy and attracting more wealth. However, ―doing‖ will only produce ―having‖ some of the time, but ―being‖ will produce ―having‖ all of the time. © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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It‟s better to act your way into a better way of thinking than think your way into a better way of acting



This is the reason many people fail at dieting, giving up smoking, getting rich, setting and achieving goals, New Year‘s resolutions and so on. The ―programs‖ or mental movies you have running inside your mind will ultimately dictate the outcome of your entire life beyond any actions or goals you make.



Further Recommended Reading Think & Grow Rich – 6 Surprisingly Simple Steps to Turn Desire into Gold Subconscious Mind Power: The “Be-Do-Have” Success Formula Money and The Law of Attraction Secret – Change Your Vibration Forever! Millionaire Mindset - 5 Simple Ways to Cultivating the Millionaire Mindset Subconscious Mind Power: Life Changing Mental Movie Making – 3 Steps to Success That Cannot Fail



Wealth Creation, Becoming Rich & The Purpose of Life



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Developing the Abundant Mindset



Task 1: Complete the „Major Desire in Life‟ and „Statement of Intended Return‟ form below. Your Major Desire in Life…



Your Statement of Intended Return…



Describe the one circumstance, desire or thing that you are willing to accept as your idea of success.



Write a clear statement of what you intend to give in return for achieving this desire



Note: It is a good idea to make a copy of this page and keep it in your wallet or shirt pocket and read it daily.



Task 2: Mind Rehearsal – Rehearsing the Ideal Life Write down a scenario of one day in your ideal life. Write it in the present tense as if it is already happening to you. Add as much detail as possible including what you: 1. SEE (people, places, things etc), 2. Hear (voices, sounds) 3. Feel (emotions, textures, sensations), 4. Tastes and 5. Smells. The idea is to overload your senses and ultimately the unconscious mind with your compelling future. Your actions and behavior will begin to change the more your ―rehearse‖ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ _____________________________________________________________________________________________________________ Practice rehearsing the above scenario in your head every day. © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Secret #2: Spend Less Than You Earn, Save the Remainder Wisely The second secret of wealth creation is so absurdly simple that many people think they can almost disregard it‘d importance. However, it‘s really worth taking into consideration that the average person is spending 105% of their earnings i.e. they are in debt and getting poorer every month rather than richer. Spending less than you earn puts you in a position to begin saving which will build capital with which you can produce wealth. It truly is the one essential financial habit to ―learn‖ and adhere to. Savings is one of the most self-respecting financial acts you can take. Looked at another way, saving is nothing more than paying yourself first, putting money aside for you. If you are wondering why you are not becoming rich, assuming you‘re making a decent income, then the likely culprit is your (over) spending habits!



Household Budgeting Can Make You Rich! Getting rich is ultimately achievable by first stopping the process of becoming poorer. Yes, it will probably surprise you to read this and learn how a very simple yet highly powerful discipline will ensure you take the first steps to managing money effectively and learning how to get rich. When we think of how to get rich, we probably think of business tycoons like Richard Branson owning multiple businesses or real estate veterans like Donald Trump buying, selling real estate. Yet, initial wealth creation strategies can start at a much simpler level. A very simple wealth creation fundamental is the rather unexciting yet highly powerful personal financial management skill we call „household budgeting‟.



A very simple wealth creation fundamental is the rather unexciting yet highly powerful personal financial management skill we call „household budgeting



Household budgeting plays an important part in the process of eliminating debt, managing expenses and ultimately getting richer. Initially it can feel like an uninspiring task to undertake and ultimately manage (especially when compared to the thrilling, edge-of-yourseat excitement that entrepreneurship and other wealth creation vehicles appear to be). So, not surprisingly few people create a household budget and even fewer still stick to it. Yet it is an eye-opener for many people to learn that household budgeting is a key strategy in ultimately becoming rich. It is really worth doing. Sure, it won‘t make you a millionaire overnight but you will never become rich if you don‘t first master this fundamental personal finance discipline.



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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The Leaky Bucket Syndrome To demonstrate how vital household budgeting can be we can use a very simple illustration: Imagine that your job is to fill a bucket of water and carry it from point A to B. The more water you carry to point B, the better. So, you fill the bucket and carry it to point B. However, your bucket is now only half full because lots of water has leaked out of numerous holes in the bottom of your bucket. So, what do you do to rectify this? Most of us would answer with the obvious answer: ―Find a bucket without any holes in it, dooh!‖ But in the real world, where our income is equivalent to the water and our bucket is our bank balance, we often don't think about plugging up the holes. Instead, we try to figure out more ways to pour more "water" (i.e. income) into our "bucket"! This is fine so long as the leaky holes are plugged first.



Running Your Household like a Business The FIRST STEP in establishing any possible leaks in your bucket is to collect all of your necessary financial information. This will include all credit card statements, bank statements and receipts for purchases made, etc. Anything that documents your expenses over the last 3 to 6 months should be collected if possible. You will then need to categorize your expenses into both household and personal expenses. Beside each category accurately estimate how much you spend on each on average each month. You CANNOT do this in your head so it is a good idea to do this on an Excel spreadsheet if possible and if not; simply draw two columns on a lined sheet of paper. This way you will know at a glance how much you spend on your home, your car, your food, healthcare, entertainment and so on. At this point you are not tracking your expenses; you‘re simply deriving expense categories for your budget. The NEXT STEP is to enter your NET income (after tax) above the expenses and subtract one from the other to determine whether there is a negative or positive balance at the end of each month. It‘s a good idea to add in your net income only after all your expenses have been attributed first as this prevents you from manipulating your expense to fit your income. If you end up with a negative balance do not reduce your original expense estimate to try and end up with a positive balance. We must be 100% honest with ourselves at this stage.



Must-Haves and Nice-To-Haves The FINAL STEP in creating a household budget is to look at each expense and determine is it a ―must-have‖ or ―nice-to-have‖. In as much as is humanly possible you must eliminate all or practically all those nice-to-have discretionary expenses so that you are at least breaking even each month.



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Ideally you should aim to have at least 10% of your income left over for saving, fast-track debt elimination (paying off high-interest loans first) and then investing in other wealth creation assets.



Ideally you should aim to have at least 10% of your income left over for saving, fast-track debt elimination (paying off highinterest loans first) and then investing



Once your budget is created, implement it immediately and then track your spending for a month or two. Keep your budget close at hand in your back pocket or stick it onto the bathroom mirror. Assess your spending and re-evaluate your budget if you need to. Your budget is not set in stone. Some expenses will be fixed such as your mortgage and others such as entertainment will be variable meaning you can control how much you spend.



There is so much more to write about household budgeting, but undertaking what‘s outlined above is a great place to start. A budget is nothing more than a spending plan. Creating a household budget doesn‘t mean you have to go on a personal financial diet. But if you are financially poor and want to get rich, the first thing you need to do is control your expenses so that they are less than your income. It will enable you to understand how you manage your money and if necessary, make sure you only spend what you need to spend. Then you can start saving and then investing at least 10% of your monthly income so that you can begin creating the wealth and lifestyle you truly desire.



If you are financially poor and want to get rich, the first thing you need to do is control your expenses so that they are less than your income



Mastering household budgeting will ensure that money you earn isn‘t flitted away carelessly and that you get to keep at least some of it! Simple personal financial management essentials like household budgeting can really show you how to manage money, teach you the principles of how to get rich and put you on the road to real wealth creation.



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Creating a Simple Household Budget



Task1: Gather all your financial information (bank statement, receipts, etc. ) and complete the table below. Rename the fields to match your own items of expenditure. Task 2: Once you add all your expenses, only then add your income on top and check the final balance. Income: Monthly Net Salary/Wages (i.e. net of taxes) Other Income Total Income: Fixed Outgoings: Mortgage/ Rent Credit Card/ Loan Payments Taxes/Rates (Road, Building, etc.) Health & Life Insurance Car insurance Savings (e.g. 10% of income) Retirement Fund Variable Outgoings: Heating & Electricity Telephone Water Fuel/ Car Maintenance Public Transport Clothing Pocket Money Food/ Beverages Personal care (haircut, etc.) Recreation/ Entertainment Medical Miscellaneous e.g. Internet Total Outgoings: Net Balance: (Income less Outgoings) Task 3: Make some decisions: - If the balance is negative: Decide on strategies to cut your expenses and/or increase your income. - If the balance is positive: Decides on a set amount of money to save every month (e.g. minimum 10%) if you aren‘t already doing so. Make this saving a priority ahead of all other non-essential bills and do it automatically on the same day every month.



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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The Million Dollar Habit of Saving It‘s vital that you decide on an absolute dollar amount you will save (and ultimately invest) each and every month no matter what and stick to this to see your wealth grow through habit and compounding. The beauty of saving is that once the habit is established and a designated amount automatically saved (from your checking account into a savings account) you can forget about it and get on with your life. Set it and forget it! It is useful to get an understanding of savings accounts, how they are marketed to you the consumer, and the pros and cons of savings account vs. more advanced investment vehicles. Because at the heart of all savings and investment strategies is the principle of compound interest…oftentimes whimsically referred to as the 8th Wonder of the World!



How Savings Accounts Actually Work Once you‘ve made the decision to begin saving and investing a small percentage of your income your next step is usually to research the types of savings and deposit accounts banks have to offer.



Saving money is #1 on my 'must-dos' for becoming financially fit. However, a bank savings account is not the smartest place for your hardearned money



Saving money (especially in a deflated economy) can provide financial peace of mind as you build a war chest and gain financial security through economic highs and lows. But the savings accounts available to you through main-street banks are designed to make them money, not you. Don't get me wrong, saving money is #1 on my 'mustdos' for becoming financially fit. There are 2 main benefits of saving into a savings account as far as I can see:



1. The Habit & Convenience - The habit of putting away at least 10% of your earnedincome and the convenience of setting up a bank savings account. 2.The Guarantee - The government guarantees your money is safe (up to $100,000 usually however because of the recent financial crisis this was increased to $250,000 in the US until 2014) The fact that money can usually be withdrawn from savings account with little or sometimes no penalty is the flip side of a coin that's called "little or no benefit". You pay a price for this flexibility.



© Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Saving: The Long and the Short of It The habit of saving is long term but the tactic is short. What I mean is the habit of saving money is a long-term, life-long habit. However, saving money into a bank savings account is a shortterm tactic. Your money should never be left sit in a savings account more than 6-12 months because the interest rate given by the bank is unlikely to ever beat inflation.



Your money should never be left sit in a savings account more than 6-12 months because the interest rate given by the bank is unlikely to ever beat inflation.



There are 4 main types of savings accounts. 1. A demand account - variable rate of interest; allows you to withdraw your money immediately if you need to. 2.A notice account - variable interest rate but you must give notice to withdraw money, typically one or more months' notice. In return, you get a better rate of interest. 3. A term/fixed-rate account - fixed rate of interest once you leave your money for a fixed period of time, say one or two years. If you need to withdraw your money earlier, you will usually get less interest. 4.Guaranteed Bonds - similar to fixed term, this is a fixed rate accounts but you may need to invest a lump sum of at least €5,000. You get a guaranteed rate of interest provided you do not withdraw your money until the end of the savings term, which is generally between three and five years. The type of savings option you choose depends on the goal of your savings strategy. It's essential to know what you're saving the money for, so as to determine when you need to get access to the money saved. It It's essential to know what may be appropriate to have a few different kinds you're saving the money for, so of savings accounts as you may be saving for as to determine when you need to get access to the money saved. emergencies, college, a new home or for retirement. The financial need/goal is different in each case so the vehicle through which you save and the amount saved is determined by the final need/goal. In this case, give each financial goal a dollar amount and time frame.



Why Interest Rates Don't Mean Very Much © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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It's vital to understand that banks can quote interest rates that compound daily, weekly, monthly, quarterly, or yearly. When comparing one bank savings account with another, make sure you ask your bank for the Annual Percentage Yield (APY) figure in addition to the interest rates. Over a 12 month period, an interest rate that compounds yearly could yield less money than a lower interest rate that compounds daily. Banks typically quote both interest rates and APYs, but only APYs give a true representation of the yield as the APY is calculated the same everywhere.



Why You Don’t Make Money in Bank Accounts Interest-bearing accounts don't bear a great deal unfortunately. The truth is...you don't make any money in bank accounts (in real economic terms), simply because you're not supposed to. Sad but true I'm afraid. The interest rates you earn on a checking (current) or savings account often doesn't exceed The truth is...you don't make any the average annual inflation rate, which has been money in bank accounts (in real on average just over 3% since the 1920s through economic terms), simply because 2010. In short, you end up losing purchasing you're not supposed to. power as the value of your money in real terms decreases. My personal recommendation is don't be duped by glossy advertisements, websites and posters in your local bank offering what you think are good interest rates. They're never any good in real economic terms. Once again, the only person making money in real terms out of your saved money is alas your bank!



Savings - Where to Go Next for Higher Yields Apart from the typical bank savings or deposit account option, you may want to consider slightly more advanced savings options such as Certificates of Deposits (CDs) or Money Market Accounts/Funds. These types of Cash or Cash Equivalent ―investments‖ are low-risk but also quite low return although the interest rate paid by a financial institution on a money market account is usually higher than its savings deposit rate. Once you move beyond Cash or Cash Equivalents you are moving from the world of saving into the world of investing. If you‘re not comfortable taking this step on your own than don‘t. Get some advice or better still inform yourself. I recommend reading the book ‗The Bogleheads‟ Guide to Investing‟ by Taylor Larimore, Mel Lindauer & Michael Le Boeuf as it‘s a very practical guide and introduction to the world of bonds, mutual funds, diversification etc. For a higher return in the region of 4-6% you need to take a step up the investment pyramid and invest in government and/or corporate bonds. When you buy a bond, you essentially lend your money to a government or corporation for an agreed period of time (e.g. 3 -5 years) and they in turn pay you interest (called a coupon rate) on your money. The rate is set at the time the bond is issued and generally does not change. Most bonds make interest payments
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semiannually (twice a year), although some bonds offer monthly or quarterly payments. At the end of the term, you are paid back your initial principal amount you lent. One savings/investment approach is to use cash equivalent investments as you would savings accounts — to store money you expect to use in the near future – gaining some small return in the meantime. Apart form bonds you may want to dip your toes in the stock market which is another step up the investment pyramid. Opening a Money Market Account with the likes of Charles Swab (www. schwab.com) or Vanguard (www.vanguard.com) instead of using online savings accounts can be a good idea as it simplifies the process of then investing these funds when you‘re ready. I know a lot of people use online investment houses such as Vanguard or Fidelity (wwwfidelity.com). Vanguard‘s Index 500 Fund is popular, relatively low-cost fund that give you exposure to 500 of the largest U.S. companies, essentially giving you a diversified stock portfolio within one fund. Vanguard allows you pick your retirement date and then buy a "Target Retirement" fund for that date which is pretty neat and can save you a lot of bother. Beyond bonds and index funds I would suggest you consider investing in ETFs (Exchange Traded Funds) before possibly trading directly in Stocks directly. EFTs are index funds that track an index. So, for example, you can buy a NASDAQ ETF such as the Powershares QQQ™ ETF (Ticker Symbol: QQQQ) which gives you exposure to the 100 Technology Stocks quoted on the NASDAQ without you having to directly invest in any one stock. Someone once advised me to buy the haystack, rather than look for the needle in it! Buying an ETF is like buying a haystack rather than looking for the needle i.e. buying an individual stock. You can buy an ETF in just about any type of security – commodities, currencies, markets, sectors etc. The SPDR Gold Trust (Ticker Symbol: GLD) is an ETF that tracks the price of Gold without you having to buy Gold bullion itself. ETFs are a great way of getting exposure to an index, remaining liquid but availing of the potential benefits of the stock market (8-12% on average). EFTs are typically passively managed, tracking an index and hence have lower expense ratios in the region of 0.1-.07% whereas Mutual Funds, which are actively managed, have expense ratios typically in the region of 1.3 – 1.5%). Nowadays EFTs are more and more being favored by investors than Mutual Funds because of these lower costs.
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Compound Interest - The 8th Wonder of the World We couldn‘t talk about the importance of saving and investing without at least mentioning compound interest. I‘m not sure if you can get rich quick...unless your definition of quick is 10 years or so. However, if getting rich quick (i.e. over 10 years) is your goal then Compound Interest is the magic bullet magic of your savings and investing strategy. Albert Einstein famously referred to it as the 8th Wonder of the World and even went as far as saying that ―the most powerful force in the universe is compound interest‖. Einstein, you could say, was smarter than the average bear! ...so if he thought this there‘s got to something behind what he called the ―greatest mathematical discovery of all time‖. For something so powerful, the math behind compound interest is truly very simple. It is just interest earned on top of principal and interest i.e. interest accruing not only on the initial principal deposit you invested but also on the accumulated interest over time. This creates a snowball effect so that as your capital rolls down the hill it gathers more and more interest until you end up with a very large snowball indeed. The really great thing about compound interest is you don‘t have to do a crash-course in momentum stock trading or leveraged property investing to avail of this wonderful little financial miracle. Compound growth is available to EVERYONE the day you make a decision to utilize it i.e. the day you start saving and investing.



How to Guarantee You Will Become a Millionaire If you are a long-term convert to the habit of saving and investing, then you will have no doubt discovered that compound interest is your long-term best friend on the road to wealth creation. The best thing about compound interest is that it is your money working for you rather than the other way round. Pocket change can literally turn into millions over 20 or 30 years. Did you know that if you invested just $5,000 per year at an average return of 7% from the age of 25 you‘d be a millionaire by the time you hit 65. Ok, so inflation would eat away at the real value of that million dollars after 40 years but it proves the point that Over time, regular saving of quite small amounts can build up an astonishing sum of money. The secret to reaping the benefits of compound interest is: 1. Saving and/or Investing a regular amount of money each month. 2. Leaving you money invested for the long-term. 3. Reinvesting your gains (interest), again and again.
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WORKSHEET 2b Expenditure Reduction/Savings Worksheet Task 1: Complete the following few easy questions re: your savings.



Q: How much money are you currently saving each month? A: $________________________ Q: What % of your net/gross (choose either) monthly income is this? A: $________________________ Q: Could you increase this % and if so what would your new net/gross monthly savings % be? A: $________________________ Note: If you‟re not sure how much more you could realistically save each month then complete the following simple expenditures/savings table.



Monthly Expenditures/Savings Table Note: It‘s useful to adjust your mindset here to focus on needs, instead of wants here. List items of expenditure you could eliminate or reduce significantly and decide what expenditure reduction (i.e. saving) is possible.



Item



Current Monthly Expenditure ($)



Expenditure Reduction/Saving Commitment($)



1. ______________________ 2. ______________________ 3. ______________________ 4. ______________________ 5. ______________________ Total: Task 2: Now, taking the total expenditure/saving total from the above table, confirm your goal and commitment.



Goal: I have stopped this unnecessary expenditure figure of $______/month by ______ (date) and instead I am automatically saving this amount into an interest-bearing savings account for the shortterm; Commitment: I am committed to saving this amount representing ______% of my net/gross monthly income. I am doing this so that I accrue a capital sum with which I will invest in a higher-growth investment vehicle so as not to leave my savings in a bank savings account for more than 12 months max. Within that 12 month period I will have researched further savings and investments vehicles so that I will invest $_______ (capital sum + interest over 12 months) so as to further increase my wealth Note: You may find it useful to cut this out and keep it in your wallet as a reminder 
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Why Saving and Investing is The Keystone in Your Financial Future Before we leave the topic of saving I just want to make one final point on why it‘s crucial that you cultivate the habit of saving and investing straight away. With the exception of the current generation of kids (who actually will live shorter lives than those of us in our 20s, 30s and 40s now due to the growing obesity problem) people are living longer than ever before. However, less and less people are planning for and providing for their longer than ever retirement financial needs. There is a global pension crisis looming and it‘s been well documented that governments are having significant and growing challenges providing for their ageing populations during their retirement. Retirement: The Living May Be Easy…But the Payment Can Be Hard! I‘ve heard it said that people spend 5 times as much time planning their holidays as they do planning their retirement years! This is so crazy and incredulous that it makes me shriek with horror inside.



People spend 5 times as much time planning their holidays as they do planning their retirement!



In 1950s, the average man spent between 15-20% of his adult life in retirement. In 2010, this percentage figure had grown to between 30-35% i.e. it‘s almost doubled! Given the fact that a person could easily be spending 20+ years of their life retired it is imperative that sufficient planning for this is undertaken much earlier on in life than is the norm. The key thing about retirement for most people is the need to replace an over-dependency on earned income with unearned, passive and portfolio income. I‘ve said it before, I‘ll say it again. You CANNOT rely on your government, your job or financial advisors (and possibly your health!) so you really must build sources of passive and portfolio income to provide for you and your families financial future during your ―golden years‖. Leaving aside the premise of wealth creation reflected on in this book, retirement planning is a critical aspect of EVERYONE‘s financial future. Everyone, bar none, needs to grasp the importance of retirement planning before it‘s too late.
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The 4 Pillars of Retirement Provision In terms of retirement provision there are essentially 4 main pillars on which your retirement financial needs will need to be met. These are: 1. Social Security/State Benefits 2. Employer Sponsored Retirement Plans 3. Post-Retirement Employment Income 4. Personal Savings & Investments



… It is your personal savings and investment strategies that will be the key differentiator between you living off cat food or caviar



A standard employer-sponsored retirement savings plan is the mainstay of many retirement plans, particularly those relying on earned income through their lives. However, relying on this 2nd pillar of retirement (not to mention the 1st Pillar - Social Security/State Benefits) will result in large financial shortcoming and will leave your retirement house teetering beneath the weight of your then financial needs. Therefore, I recommend you develop Pillar no. 3.Your Personal Savings and Investments strategies and skills so as to truly secure your retirement needs. In my view, developing this 3rd pillar of retirement will provide more security and financial freedom than the other three combined can offer. Developing this 3rd ―pillar‖ in your financial house means you begin to focus more on unearned, ―passive income‖ and ―portfolio income‖ rather than an over-reliance on earned income. We‘ll talk some more about these sources of income in our next Chapter. Cat Food or Caviar!? Do not fool yourself into believing that you don‘t need to think about these 4 Pillars of Retirement Provision until you‘re close to retirement. Seriously, by then it‘s gonna be way too late and you may be forced to live off cat food rather than Caviar (metaphorically speaking!). Many working individuals depend mostly on employer-sponsored retirement savings plan such as a 401(k) and Social Security/State Benefits for their financial retirement needs. Some individuals can utilise a standard IRA or Roth IRA also and many selfemployed people opt for a Self-Directed 401(k). Relying on a standard retirement savings plans will prove unsatisfactory as it generally will fall way short of your retirement income needs. However, faced with a choice of having a standard retirement savings plan (e.g. a 401(k), standard and nonstandard IRAs etc.) versus having no retirement savings plan at all, I would definitely
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prefer to have even a standard 10% of my earnings invested in a standard retirement plan than in nothing at all. If nothing else it's a good habit to "save and invest" a % of your income. However, unless you are putting away large chunks of cash into your retirement plan, it alone is probably not going to give you more than a lower-middle class lifestyle during your retirement. Typically, if your retirement income needs are modest, social security benefits may provide 20-30% of your retirement income whilst employee-sponsored retirement plans may provide 20%. Therefore, it is your personal savings and investment strategies that will be the key differentiator between you living off cat food or caviar!
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Secret # 3: Learn the Language & Mechanics of Money Making money and becoming wealthy can be a bit like learning a foreign language. There are lots of terms like: Assets, Liabilities, Liquidity, Net Worth, Gearing, Leverage, Cashflow etc and you must know what they mean in order to become a good investor. The mechanics (tools, strategies, investment vehicles, etc.) also need to be learnt so you can put them into practice knowledgeably, minimizing financial risk and maximizing investment gains. Whilst there are many terms and strategies you will need to familiarize yourself on your journey to becoming wealthy, in my view, understanding the different ways in which income is generated is one of the critical learnings to be applied in order to build sustainable wealth.



There‟s little point in being rich for a day if you end up spending the rest of your life broke!



Let‘s be honest, there‘s little point in being rich for a day if you end up spending the rest of your life broke! Understanding and applying yourself to the different ways in which income can be generated and cashflow managed is the key to becoming rich for life! All of us in one way or another desire financial security and many of us dream of attaining financial freedom. Simply put, to become wealthy over time you basically need to: 1. Make (income), 2. Save (cashflow) and; 3. Invest (in assets) that generate additional cashflow. The better you are you are at applying this simple ―formula‖ the faster you will become wealthy and longer you will remain wealthier.



Understanding and applying yourself to the different ways in which income can be generated and cashflow managed is the key to becoming rich for life!
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Money is a Game, Learn How to Play Rule #1: Not all Income is Created Equal Not all income is created equal. There are multiple sources of income and multiple types of income. Some income is earned by trading time for money and some income is generated through the ownership or control of assets. Getting into a position where you have multiple streams of income is a key requirement to becoming rich and creating wealth. Here we examine the 3 main types of income, how they are generated and the benefits and drawbacks of each type. One of the keys to getting rich and creating wealth to understands the different ways in which income can be generated. It‘s often said that the lower and middle-class work for money whilst the rich have money work for them. The key to wealth creation lies within this simple statement. Imagine, rather than you working for money that you instead made every dollar work for you 40hrs a week. Better still, imagine each and every dollar working for you 24/7 i.e. 168hrs/week. Figuring out the best ways you can make money work for you is an important step on the road to wealth creation. In the US, the Internal Revenue Service (IRS) government agency responsible for tax collection and enforcement, categorizes income into three broad types: active (earned) income, passive income, and portfolio income. Any money you ever make (other than maybe winning the lottery or receiving an inheritance) will fall into one of these income categories. In order to understand how to become rich and create wealth it‘s vital that you have a thorough understanding of how to access multiple streams of income.



Rule #2: Don’t Try to Earn Your Way to Wealth Millions and millions of people dream of being wealthy… but show up for their 9-5 jobs and wonder why they aren't getting wealthier. Creating wealth doesn't happen by working harder, longer, faster. Sure, you kinda have to work hard to get to the point where you‘re rich enough not to have to work hard. But the truth is, you will never create wealth by holding down a 9-5 job alone. You cannot earn your way to wealth. You will eventually burn out from working too hard. The greatest wealth gets made from a capital base and is not ―earned‖. Outside of your day job you can focus on building net worth by putting aside money you have earned and use it as capital so that it now works for you! Earned income (sometimes called active income) is linear income you earn through working. Essentially you trade your time and skills for money and there is usually a direct correlation between the amount of time and the money earned. © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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So, earned income is usually limited by time and skills you personally have. Therefore, it is a highly inefficient method of wealth creation, trying to earn your way to wealth. You can only work so many hours and add so much value by yourself so that your earnings will ultimately be capped at a certain level. When it comes to earned income, you‘re the golden goose and if you were to rely exclusively on yourself to generate wealth the golden goose will eventually cease to produce income as a result of overwork or perhaps even ill-health. It‘s important also to remember that as you age, your physical or mental capacity will reduce and so you will sooner or later have to start supplanting earned income with passive and portfolio income. There are 2 main shortcomings of earned income:



So-called smart folks may spend their time collecting diplomas and certificates but wealthy folk spend their time collecting business cards and building relationships!



1. Time – or more specifically said ‗Your Time‘. Earned income requires you to trade your time for money. Time is a limiting factor i.e. the amount of time you are willing or able to invest. As soon as you stop working, you stop making money. No matter what there are only 24 hrs in the day and you can only reasonably expect to work 8 of those on average over the long term. 2.Tax – earned income is the most heavily taxed form of income plus the more you earn the more tax you pay. Personal tax rates in the US range from 10% to 35%. However, earned income is also subject to other taxes as well, such as social security (12.4% (half paid by employer) and Medicare taxes (1.45%). Therefore, if you are a relatively high earner your earned income could be taxed at true rate of almost 50%! Ouch...that hurts! One huge benefit of earned income over the other income types is that you generally don‘t need any startup capital in order to start making earned income. Most people rely on earned income from the start of their working life. Earned income can be a good way to start your investing and wealth creation endeavours, as it allows you to save to build up cash (i.e. capital) that you can use to generate the other two types of income.



Rule #3: Develop Sources of Passive Income Passive income is income generated from a trade or business, which does not require the earner to participate. It is often investment income (i.e. income that is not obtained through working) but not exclusively. The central tenet of passive income is that it can expect to continue whether you continue working or not. As you near retirement you are most © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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definitely seeking to replace earned income with passive, unearned income. The secret to wealth creation earlier on in life is passive income; positive cash-flow generated by assets that you control or own. One of the reasons people find it difficult to make the leap from earned income to more passive sources of income is that the entire education system is actually pretty much designed to teach us to do a job and hence rely largely on earned income. This works for governments as this kind of income generates large volumes of tax but will not work for you if you‘re focus is on how to become rich and wealth building. Passive income is not dependent on your time. It is dependent on the asset and the management of that asset. Passive income requires leveraging of other peoples time and money. For example, you could purchase a rental property for $100,000 using a 30% downpayment and borrow 70% from the bank. Assuming this property generates a 6% Net Yield (Gross Yield minus all Operational Costs such as insurance, maintenance, property taxes, management fees etc) you would generate a net rental yield of $6,000/annum or $500/month. Now, subtract the cost of the mortgage repayments of say $300/month from this and we arrive at a net rental income of $200 from this. This is $200 passive income you didn‘t have to trade your time for. Business can be a source of passive income. Many entrepreneurs start out in business with the idea of starting a business so as to sell their stake for some millions in say 5 years time. This dream will only become a reality if you, the entrepreneur, can make yourself replaceable so that the business‘s future income generation is not dependent on you. If you can do this than in a way you have created a source of passive income. For a business, to become a true source of passive income it requires the right kind of systems and the right kind of people (other than you) operating those systems. In some way, passive income is a misnomer as there is nothing truly passive about being responsible for a group of assets generating income. However, it‘s passive in the sense that it does not require your day-to-day direct involvement (or at least it shouldn‘t anyway!) To become wealthy, consider building leveraged/passive income by growing the size and level of your network instead of simply growing your skills/expertise. So-called smart folks may spend their time collecting diplomas and certificates but wealthy folk spend their time collecting business cards and building relationships! Residual Income is a form of passive income. The terms Passive Income and Residual Income are often used interchangeably; however, there is a subtle yet important difference between the two. It is income that is generated from time to time from work done once i.e. recurring payments that you receive long after the initial product/sale is made. Residual income is usually in specific amounts and paid at regular intervals. Some examples of residual income include:
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Royalties/earnings from the publishing of a book. Renewal commissions on financial products paid to a financial advisor. Rentals from a property letting. Revenue generated in multi level marketing networks. Other People‟s Money (OPM): Use of OPM is the key ingredient in generating passive income. Other People‘s Money buys you time (the key limiting factor of earned income). Passive income attracts the largest amount of Other People‘s Money i.e. borrowed money. This is because it is generally possible to closely approximate the return (or at least the risk) you can expect from passive investments and so banks etc will often fund passive investment opportunities. A good business plan backed by strong management will usually attract angel investors or venture capital money. And real estate can often be acquired with a small down payment (20% or less in some cases) with the majority of the money borrowed from a bank typically. The main benefit of passive income is that it is recurring income, typically generated month after month. In addition, passive income assets are usually actively controlled by the owner (e.g. a rental property or a business) so you would have a say in the day-to-day operations of the asset which can impact the level of income generated. Passive income investments often allow for the most favorable tax treatment if structured correctly. For example, Passive income investments often corporations can use their profits to invest in allow for the most favorable tax treatment if structured correctly. other passive investments (real estate, for example), and avail of tax deductions in the process. And real estate can be ―traded‖ for larger real estate, with taxes deferred indefinitely. The tax paid on passive income depends on the tax rate paid on passive income will vary based on the individual's personal tax bracket and corporate structures utilized. However, for the purposes of illustration we could say that an average of 20% effective tax on passive investments would be a reasonable assumption. For good reason, passive income is often considered to be the holy grail of investing, and the key to long-term wealth creation and wealth protection. The 3rd source of income is Portfolio Income – this is something we will look at in Chapter 6 in this book.
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Cashflow & Wealth Creation How the Rich Manage Their Cashflow Cashflow: The Foundation in Your Wealth Building Pyramid The top of wealth building pyramid investing in property/property funds, mutual funds, stocks and shares - is where most professional financial advisors operate in helping their clients build wealth. But the secret to wealth creation lies within the routine foundations of money management – this is where the journey begins.



The secret to wealth creation lies within the routine foundations of money management – this is where the journey begins



In personal finance, the habit of saving is the single most important thing you can do. In the world of business, property and investment portfolio management, managing cashflow is the single most important financial habit you will develop on your journey to becoming rich and creating wealth. Cashflow is simply the movement of money in and out of a business, property or investment portfolio. The resultant impact of all incomings minus all outgoings is either positive (i.e. more money coming in) or negative (i.e. more money going out). Cash flow management is the skill of managing assets, the income they generate and debt they utilise.



Negative Cashflow = Public Enemy # 1! All businesses and portfolios can manage short periods of negative cashflow by using cash reserves lying in their bank account and drawing from their balance sheet. However, negative cashflow over sustained periods of time not only prevents the building of wealth but erodes wealth already accumulated. Therefore, as regards your wealth building efforts, negative cashflow should be treated as public enemy # 1 and steps taken to eradicate it as soon as it appears on the bottom line of any cashflow statement. Once you have positive cashflow you are in a position to use surplus cash generated for further wealth building.



The Power of Positive Cashflow Once you have positive cashflow you are in a position to use surplus cash generated for further wealth building. Earlier on we spoke about the importance of spending less than you earn and saving/investing the remainder wisely. Well, when it comes to assets, the asset © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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should generate more cash than it costs to keep it running otherwise your so-called asset is in fact a liability. For example, someone might consider their home to be an asset but it‘s actually not your asset (it‘s actually the banks) as it takes more money out of your pocket than it gives. Whether it‘s a business or a property portfolio, once you have positive cash-flow you are now in a position to re-invest positive cash-flow into additional assets than generate further positive cashflow. A great example of this done well, is where a business is generating positive-cashflow, and the business owner uses this positive cash-flow to establish either a new product line or a new business that in turn generates positive cash-flow.



Assets & Wealth Creation The Wealth Building Assets of the Super Wealthy Assuming you‘ve started implementing the principles of money management outlined in the previous chapter and are continually saving at least 10% of your earned income, then you are ready to look at the 3 most commonly used wealth building assets of the super wealthy. There are essentially 3 types of assets: Paper Assets (Shares, Bonds, Pensions, etc); Real Estate (Residential, Commercial, Development) & Business (Start, Buy, Rent).



Paper Assets (Stocks, Bonds, Funds, Currency)



Investing in “paper assets” is a great way to start building wealth. It teaches you the principals of money management, capital, rates of returns, risk, etc.



Investing in “paper assets” is a great way to start building wealth. It teaches you the principals of money management, capital, rates of returns, risk etc. You can invest in stocks, bonds, mutual funds, commodities, and foreign exchange ("Forex"). Each of these options presents various levels of risk and reward and requires thorough research before you start.



You don‘t necessarily have to read the Wall Street Journal daily or subscribe to Fortune magazine in order to be a good stock investor. But you should at least get trained by an expert or have access to wholly independent financial advice from an experienced investor. To help you get started, a basic overview of the paper assets investment landscape goes like this: There are 2 types of paper investments: - Ownership investments in which you own part of the asset (a stock is a good example) - Loan investments in which you lend money to someone and they pay you interest (a bond is a good example). © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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In many cases, you are looking for growth investments and those are ownership-type investments. (Bonds rarely provide a way to make you wealthy. Rather, they are a way to protect your wealth once you have it). Warren Buffett is a great example of someone who created massive wealth through investing in paper assets.



Real Estate Real estate is another great way to build wealth. With real estate, you typically buy a property and then make money through selling it eventually for a much higher value than its purchase price and/or becoming a landlord and letting the property so as to produce positive net cashflow. Real estate investing can be focused on either residential, commercial or land. Wealth building through real estate involves buying and selling a property – sometimes referred to as "flipping" or ―trading‖ and often involves "rehabbing" a property (i.e. fixing it up)– to give the fastest and best rate of return… However, Landlording is a more standard approach that requires more time to build wealth, generating a small income in the meantime from the rental income after subtracting all expenses.



Business Starting, or owning a business is another common wealth-building strategy. Starting a business doesn't always make you really wealthy right away. It takes time and energy to build the income of a business and its capital value, but it can make you wealthy over time if managed effectively. Therefore, if you have previous experience of running a business it can sometime makes more sense to buy an existing business and simply run it better.



Money never sleeps!



Whatever way you chose to start building wealth, always remember those words from the mouth of antihero Gordon Gecko in the movie Wall Street…“Money never sleeps!”



Different asset class values will shift in time (daily/monthly/annually) and according to market cycles. It‘s also a good idea to scrutinize your assets and then take steps to rebalance your portfolio periodically. You also need to match risk to what stage you are in life.
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Further Recommended Reading 3 Simple Asset Allocation & Investment Strategies Passive Income Streams – The Master Key to Wealth Creation and Financial Freedom
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WORKSHEET 3 Income & Assets Task 1: Filling in the blanks. There are (1) ___________ main types of assets. The main paper assets are: (2) ______________, (3) ______________, (4) _______________, (5)__________________. In paper assets there are two types of investments: - (6) _______________ investments - in which you own part of the asset (a stock is a good example) - (7) _______________ investments - in which you lend money to someone and they pay you interest (a bond is a good example). Real estate investing can be focused on either (8) ______________, (9) _______________, or (10)__________________. Wealth building through real estate involves the following strategies: (11) ____________________ – sometimes referred to as "flipping" or ―trading‖ and often involves (12) "______________" a property (i.e. fixing it up) and also (13) _________________ which should generate a small net income from the rental income after subtracting all expenses Different asset class values will shift in (14) _________ (daily/monthly/annually) and according to (15) ______________.



Check Your Answers:



(1) three (2) stocks (3) bonds (4) funds (5) currency (6) ownership (7) loan (8) residential (9) commercial (10) land (11) buying and selling a property (12) rehabbing (13) landlording (14) in time (15) market cycles



Task 2: List 2 (of the 3) Main Types of Income and Describe the Key Differences between Them 1. __________________________________________________________________ _______________________________________________________________ 2. __________________________________________________________________ ________________________________________________________________ Task 3: Complete the asset-allocation table below, indicating how much capital you have in each asset class and what % of your net worth this represents. Bonds



Your Age:



Cash or Cash Equivalents $ %



$



%



$



%



$



%



_______



___



___



___



___



___



___



___



___



Stocks



Property



Depending on your age, financial goals, risk profile etc., does this represent appropriate asset allocation? If you‘re not sure of the answer to this question, go to www.MillionaireMindsetSecrets.com and read our articles on Asset Allocation.
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Secret # 4: Master the Use of Good Debt & Eliminate Bad Debt! You can literally get rich by getting out of debt! Start by paying off the loan with the highest interest rate first. It could very well be your credit card debt. Then start on the debt with the next highest interest rate. Do this by laying down a payment Start paying off the loan schedule month by month until that debt is gone. If you with the highest interest think you haven‘t got enough left out of your monthly pay rate first. packet to start paying off those debts…think again. Everyone can buy one less daily cappuccino, make a sandwich for lunch, walk instead of grabbing a cab etc. Simple stuff but it makes a difference to your net position at the end of each month.



Amazing Little-Known Secrets about Eliminating Debt Rising interest rates, multiple personal loans, mortgages, large credit card liabilities and unemployment are making it increasingly difficult for people to meet their monthly loan repayments that, in the good times, weren‘t a problem. If this is your situation you will be all too aware that missing loan repayments causes a lot of stress and will result in you developing a negative credit history. This decreases one‘s credit worthiness with financial institutions and therefore your ability to borrow. And access to credit and borrowing (used wisely) is essential if you wish to create wealth using Other People‘s Money and develop financial independence and later financial freedom. Debt reduction should be a key focus for anyone with personal debt and especially anyone with personal loans they are finding difficult to pay each month. Experts recommend debt consolidation loans for recovering control over multiple loans and getting on top of personal money management. However, there are also other amazing little-known Do-It-Yourself steps you can take yourself to eliminate debt faster. Nowadays, many people are going for Debt Consolidation Loans or what they call Secured Personal Loans to get on top of their monthly repayment needs. Generally, these types of loans are a last resort. Debt Consolidation can be used for reducing your monthly debt payments but ultimately you end up paying more interest in the long run. Secured Personal Loans are generally available to people who have a poor credit rating. Secured Personal loans are taken against an asset (generally your home) and therefore © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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present much lower risk to the lender but much higher risk to the borrower as you could lose your home if your defaulted on payments. Ideally before taking out a Debt Consolidation Loan or a Secured Loan, you should explore other credit management options such as:



1. 0% Credit Card Balance Transfers This is essentially moving some of your existing highinterest credit card debt to a new credit card provider with a 0% interest rate. Typically, you will get 0% interest on balance transfers of existing debt for 6-12 months. Used correctly, this is one of cheapest forms of borrowing. But the one caveat is that you need to be sure you can pay off the balance before the 0% interest period expires.



0% Credit Card Balance Transfers - Used correctly, this is one of cheapest forms of borrowing



2. Paying off Debt Using Savings It is a much better money management principle to use your savings to pay off debt; the interest on savings accounts is always going to be much less than the The interest on savings interest you pay on loans. There is little point in accounts is always going having savings on one hand and personal debt on the to be much less than the other. When you think about it, you‘re basically interest you pay on loans borrowing from yourself and paying interest for the privilege which is pretty crazy! Having an emergency cash fund is generally thought to be a good idea and I agree. However, one exception is where you have personal debt and an equivalent amount in savings. In this instance, assuming job security and future access to cheap credit is not a concern; it makes much more financial sense to wipe out debt with your savings.



3. Remortgaging Remortgaging (sometimes referred to as refinancing) is basically swapping your mortgage from one lender to another. Your objective is to get a lower interest rate from the new lender. Make sure to check if there are any charges for switching. Remortgaging your home to pay off personal debt is overall a bad idea. The primary purpose of remortgaging is to reduce your interest rate and monthly mortgage payments.



4. Renegotiating Everything in life is negotiable, even debt! Only one thing worries a lender more than not making profit and that‘s bad debts i.e. not been able to collect the capital amount lent (never mind the interest). So, you can renegotiate interest rates, payment term, fees,



Everything in life is negotiable, even debt!
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penalties etc. Never take a payment demand at face value. Ask and Negotiate. Be wary of debt consolidation and secured personal loans. Taking on debt to pay off debt is ultimately a bad idea. Trying to borrow your way out of debt could possibly lead to even greater financial difficulties. Debt is not a problem but rather the symptom of overspending, over-borrowing and under-saving. It is preferable is to cut day-to-day expenditure and consider increasing the number of hours you work so that you can earn more to pay off your existing debt. Also, why not look at providing more value in your present employment and earn more this way.



Debt is not a problem but rather a symptom!



Whilst the above 4 credit management options give you suggestions on better ways of accessing credit and managing debt, you really need to change your habits around borrowing, spending and saving and investing money to truly get on top of debt reduction over the long-term. Remember, reducing debt may not happen overnight but with self-education, some clever credit management techniques and hard work you can eliminate debt faster and pay less interest as well.



Debt: The Good, the Bad & the Ugly Shakespeare famously wrote in Hamlet ―Neither a Borrower nor a Lender Be‖. This was probably good advice 400 years ago but it‘s amazing how many people still hold true to this statement today. From the perspective of wealth creating I‘m afraid I have to disagree with Shakespeare entirely on this. It goes against all the principles of wealth building and limits you to your individual wherewithal. In fact, if you‘re serious about wealth creation than the complete opposite holds true. Let me explain... If you truly desire to build wealth than you‘re simply going to have to get into the habit of borrowing money. Otherwise, you are limited by your own resources and financial wherewithal. Now, when borrowing, it‘s important to make the distinction between good debt and bad debt and it‘s also important to define wealth.
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The Good ―Good Debt‖ is generally investment-related debt. It is money borrowed (capital) that has the likelihood of increasing your wealth either through an increase in capital value or passive income generated. So, how do you go about qualify the use of debt as a good or bad idea? Well, it‘s actually quite simple. So long as the net return on investment is greater the cost of borrowing money and associated costs, than this qualifies as ―good debt‖. In a way, good debt is debt that someone else pays for you. For example, if you buy a rental property, the bank gives you the loan but the tenant pays for it (assuming the rent covers the mortgage). Within the concept of Good Debt there are varying degrees of goodness so to speak! Really good debt is money borrowed at 0% interest. Not so good debt is money borrowed from the bank at say 6-7% interest.



The Bad Bad Debt is generally consumer debt. Oftentimes, its debt amassed on your credit cards at very high interest rates ranging typically from 14 – 21%. Money borrowed to buy things n‘ stuff you consume and don‘t really need is a really bad idea. These things either disappear (e.g. holidays) or diminish in value (e.g. cars, TVs). I‘ve heard it said that borrowing money to purchase a brand-new car is like taking a mortgage out on an ice cube! The car loses about 15% in value the moment you drive it off the forecourt!



The Ugly! Downright ugly debt is debt that comes from what is often called ―fringe banking‖ or “subprime banking” which simply makes poor people ever poorer. There is absolutely nothing redeeming about this form of lending. This is truly the last resort of borrowing and is to be avoided like the plague. It is an insidious, predatory form of lending whose sole purpose is to rip-off and further impoverish those who have been virtually been locked out of mainstream bank lending. You really don‘t want to go here! Payday loans, pawn shops, check cashing outlets are ugly forms of credit that will suck money out of your pockets like no other form of lending. Do not even think about utilizing this form of lending…ever!



Recommended Reads The #1 Way of Eliminating Debt!? Eliminate Debt by Going “Cash Only” Eliminate Debt – How to Negotiate with Creditors
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Debt Reduction Plan



Task1: Complete the „Debt Snowball‟ Debt Reduction Process Below Read our ―Debt Snowball – The # 1 Way to Eliminate Debt!?‖ Article and complete the below table. Task 2: Fill in the debt “snowball” sheet below by listing all your loans and credits: - Starting with the debt with the smallest amount owed. - Find out the minimum monthly payments you can make on the rest of your loans - Based on the total repayments every month, decide on the highest amount you can afford to pay towards the smallest loan to fast–track its repayment - Once you re-pay the first smallest loan, add the money you were paying towards it to the repayment of the next smallest loan Loans



Amount Owed



Monthly Repayment



Smallest Loan Next Smallest Etc. Etc. TOTALS:



000.00



Max.



0000.00



Min.



00,000.00 000,000.00



Min. Min.



No. of Payments Left



Task 3: Prepare to Negotiate with Your Creditors 1. Write down the last time you spoke with your lender: ___________________ 2. Decide on the next contact date: _____________________ 3. Prepare an income and expenditure spreadsheet ( similar to your budget sheet) 4. Prepare a payment plan: only agree to pay as much as you can afford to 5. Write down what agreement you want to achieve with your creditor 6. Contact your lender to discuss the above or send in writing Task 4: Reduce Your Expenditure on “Stuff”. Read the How to Eliminate Debt Going Cash Only Article and write down 3 things you will start doing TODAY to control your expenditure on ―stuff‖: 1. ___________________________________________________________ 2. ___________________________________________________________ 3. ___________________________________________________________
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Secret #5: Own Your Own Successful Business Owning your own successful business is a great way of growing wealthy over time and is an important part of the wealth pyramid. The keyword here is ―successful‖. Starting or owning a business will not of itself guarantee wealth. In fact, 80% of businesses fail before the reach their 5th birthday. A failed business endeavor can cost both financially and personally. However, I believe there is no such thing as failure as long as you learn and recover. Failure is the mother of success and it‘s worth bearing in mind that most of the successful business people in the world failed on average 2 or 3 times before they got it right. The majority of rich people made their fortune by running their own business at some stage. There are essentially 3 asset classes – paper, property and business. Running your own successful business is one of the fastest ways to generate cash flow and you can use surplus cash-flow to buy assets tax efficiently and hence become independently wealthy.



10 Wealth Creation Reasons for Owning Your Own Business There are many personal reasons why starting or owing a business may not be right for you. However, from a wealth creation perspective there really is no argument. Owning a business is just about the best thing you can do for your wealth creation journey. The following are just 10 wealth creation reasons why owning your own business is a good idea. Reason # 1: Build an Asset that Provides You with Extra Cashflow Reason # 2: Develop Business Skills and Acumen Reason # 4: Build an Asset that Increases in Capital Value (part or all of which can be sold) Reason # 5: Develop Financial Intelligence Reason # 6: Buy other assets that are cash-flow positive with pre-tax dollars Reason # 7: Pay a lower effective rate of tax. Reason # 8: Build a retirement fund using pre-tax company money Reason # 9: Commercial debt is cheaper than personal debt. Reason # 10: Delay the payment of tax. However, starting and running a business is not a walk in the park. So before you begin it‘s worth considering the following 5 personal questions. © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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Starting a Business – 5 Important Personal Questions So you've decided to start your own business - congratulations! It's a huge leap forward taking charge of your own destiny and accepting responsibility for everything to do with starting and running a business. It can be a great feeling freeing yourself from the tedium of employment and begin working on a new business. But before you rush headlong into starting you own business it‘s worth asking yourself a few important questions:



1. Are you passionate about business? A desire to get away from the regular working world can be a good motivation to start your own business, but this desire alone is not enough. You have to be excited at the prospect of ―doing business‖. Being passionate about baking cakes is not the same as being passionate about running a bakery. To be successful in business you don‘t necessarily need to be passionate about the product you are selling or the service you are providing but you do need to be passionate about the business of ―doing business‖.



2. Do you have the necessary technical skills or business



talents? Just being able to do something may not be marketable enough to convince customers that you will make a good supplier or convince bankers that you are a bankable business owner. You will also need to demonstrate sufficient business skills or qualifications to start this business? If not, do you have a partner that does?



3. Do you have the characteristics of an entrepreneur? Qualities you must have are perseverance, a strong desire and willingness to take the initiative, competitiveness, self-reliance, a strong need to achieve, self-confidence, and good physical health in order to succeed as an entrepreneur. You will need all these characteristics if you are to succeed in starting your own business.



4. Do you have good people skills? Good people skills will be required in networking, negotiating, selling etc. You will need the ability to work with customers, suppliers and of course employees. The most successful business owners have a high ‗emotional intelligence‘ in addition to strong technical and business skills.



5. Could you live with failure? 80% of small businesses fail within the first 5 years! So, if you are starting a business obviously you want to see yourself in the 20% that succeed. Never, ever consider the © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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possibility of failure. Most small business failure occurs because of mismanagement – weak general management, weak financial management, or weak marketing capabilities. So you can increase your chances of success by strengthening these areas. However, just in case the worst case scenario occurred...could you live with that failure and start again?



Cashflow Quadrant: How to Get Out of the Rat Race



The attainment of financial freedom requires a high level of financial intelligence



Robert Kiyosaki‘s Rich Dad, Poor Dad‘s Cashflow Quadrant book and board game teach the principals of income, assets and cashflow. Understanding the different methods by which income or money is generated and how it is utilized is essentially what Cashflow Quadrant is about.



The basic premise of the Rich Dad, Poor Dad series of books is that the business world is made up of largely 4 types of individuals:



Employee (E) – has a job Self-employed (S) – owns a job Business Owner (B) 0 owns a business system Investor (I) - makes money work for them



Identifying where you are in this Cash-flow Quadrant can largely be determined by where most of your income comes from. What affects which quadrant we decide to generate our income from is a due to internal differences in our core values, interests, outlook, life stage etc. We can actually earn income from each of these 4 quadrants simultaneously if we so choose but most of your income will likely come from one quadrant. Whilst financial security can be found in each of the 4 quadrants, the skills and tools required and attained in ‗B‘ or ‗I‘ quadrants will help you achieve financial freedom more rapidly. Traditional schooling teaches us largely to focus on become an Employee (E) or a high-paid Self-Employed (S) individual such as a doctor, lawyer or accountant. Whilst there is nothing wrong per se in this idea, it becomes a problem if your primary goal is to attain financial
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freedom. Financial freedom is seldom to be found in the Employee (E) or Self-Employed (S) quadrants. The attainment of financial freedom requires a high level of financial intelligence. You need to be ready to move beyond job security (in the ‗E‘ quadrant) in order to begin your journey towards financial freedom. Be under no illusions though, it is a bumpy, windy road laden with risks that need to be constantly managed; it is NOT for you if you want a secure, normal life. However, if you are prepared to make the leap, the prize at the end of this particular journey is financial freedom.



In my view, the words ‗financial‘ and ‗freedom‘ go hand-in-hand. You can never really be truly ―free‖ in the modern world we live in unless you are financially free. The whole purpose of life is to generate and experience more life. Money allows you to ―live‖ more life. Financial freedom is when you have enough wealth (assets and cash-flow) to allow you live more life on a sustainable basis.



Changing quadrants is a lifechanging experience and often requires a fundamental shift in ones core values in order to come about. It requires massive action and massive personal transformation. You will be required to step outside your comfort zone.



Changing quadrants is a lifechanging experience…You will be required to step outside your comfort zone.



Once you have crossed the proverbial Rubicon, or as Kiyosaki puts it in Rich Dad, Poor Dad, ‗crossed from the left side of the quadrant into right side‘, there is generally no turning back. However, it is important to note that success is not guaranteed. For example, 80% of businesses start-ups never get to celebrate their 5th birthday. And of those that have become a successful, many successful ―B‘s‖ have lost their money through over-confidential forays in the ―I‖ quadrant. The road to financial freedom is littered with casualties and people who turn back on their goals out of fear.



In summary, the rules of the game are totally different in each quadrant. They are completely different worlds and require different mindsets, tools, skills and behavior. Continuous learning and education will be your constant bedfellows in order to help you on this journey through each quadrant.
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Many of the skills required to be successful as a Business Owner (B) or Investor (I) are not taught in school. In fact it‘s remarkable just how many successful businessmen left school early but got their real education in the cut and thrust of the business world. Most successful business owners I know are innately curious, knowledge-thirsty and uncompromising in the pursuit of their goals. They chose to learn through Mentors; they read voraciously, and attend training courses and educational seminars etc., converting this knowledge into action.



Further Recommended Reading Which is better: Starting a Home-Based Business or Second job? Business Startup - 3 Critical Business Financing Mistakes to Avoid Business Startup Success Secrets – 2 Big Mistakes You‟ll Probably Make Simple Business Plan Template – A Proven and Easy 10-Step Formula Wealth Building: Tax Reduction Secrets of the Wealthy Exposed
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Changing Quadrants & Increasing



Financial Intelligence Task 1: Identify the quadrant you generate most of your income from: Quadrant______ (select either E | S | B| I) Having read and understood more about income generation, outline 3 disadvantages of depending on income from this quadrant: 1. _________________________________________________________________________________________ 2. _________________________________________________________________________________________ 3. _________________________________________________________________________________________ Task 2: Describe an opportunity that exists for you to start generating income from either the B or S Quadrant: _________________________________________________________ Task 3: Write down 3 immediate actions you can take do to start the process of moving to a new quadrant: 1. _________________________________________________________________________________________ 2. _________________________________________________________________________________________ 3. _________________________________________________________________________________________ Note: Depending on your goals and the nature of your life/work you may to choose to earn income from each of the 4 quadrants simultaneously if you so wish.



Increasing Your Financial IQ: Task4a: Make a list of the financial intelligence you would like to develop and what the benefits of this could be to you and/or your loved ones: I Would Like to Understand/Know: 1. ______________________________________________



The Benefits of This Would Be: 1. ____________________________________________



2. ______________________________________________



2. ____________________________________________



3. ______________________________________________



3. ____________________________________________



4. ______________________________________________



4. ____________________________________________



5. ___________________________________________________



5. ____________________________________________



Task 4b: Select just one of the items from the above list and write down what action you can take immediately to develop this. I am going to understand/know __________________________. I will ______________________ in order to develop this skill fully.
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Secret #6: Leverage - Use Other People's Time, Money & Skills I don‘t know how many times I‘ve heard people say ―I don‘t have the money to do that‖. Listen, no one does. But saying this is a nice excuse that allows you to stay within your comfort zone. The answer to any problem always lies outside your comfort zone. One of the keys to getting out of the rat race and creating financial independence is knowing the secret of leveraging other people´s time (OPT), other people‘s money (OPM) and other peoples skills (OPS). The ability to raise and use OPM and OPT is crucial to obtaining the financial freedom you desire.



How to Create Incredible Wealth using Other People‟s Resources



Wealth Creation isn‟t all about hard work. In fact it‟s got little to do with hard work alone.



Wealth Creation isn‟t all about hard work. In fact it‟s got little to do with hard work alone. Identifying patterns of success and emulating them is something all successful and wealthy people do, consciously or unconsciously. In an earlier article we looked at the concept of wealth building using Other People‘s Money. Here we explore how to create incredible wealth using Other Peoples Resources.



On first hearing the idea of using Other Peoples Resources (OPR), it may seem a little exploitative or unethical to some people but when you examine it closely it‘s really not. It is simply a great example of ‗the principle of fair exchange‘ at work. You are trading something you have (e.g. money) for something another person has (e.g. time/skill etc) and both parties agree to it up front, seeing it as mutually beneficial or ―win-win‖ as they say. However, using OPR goes way beyond simply trading time for money. Other People‘s Resources can also include any combination of any of the following: skills, contacts, minds, talents, technology, systems, environments etc.



Using OPR to Build a Business Strategic use of Other Peoples Resources (OPR) is one of the quickest and easiest ways to fast-track the development of a business; create wealth and hit the "big time." Huge multinationals such as McDonalds and Dominos Pizza grew through a shared ownership, franchisor-franchisee business model. Dell Computers etc. have grown their entire ―direct sales‖ global businesses through the use of OPR, this time you the buyer make up the OPR element; you essentially use your own resources (internet, time etc) to buy a Dell computer.
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However, OPR isn‘t exclusive the domain of big business. Other People‘s Resources (OPR) is particularly useful in the start-up phase of a new business venture. Chances are that either you don‘t have the capital yourself or haven‘t raised the capital this early in the business but yet you still need the business to develop. Since entrepreneurs are Since entrepreneurs are often victims of their „can-do‟ attitude, their often victims of their „canbiggest failing is learning to let other people do‟ attitude, their biggest do the „can-do‟ bit. The solution is creative use of failing is learning to let Other People‘s Resources. Whilst big business other people do the „can-do‟ normally wants to own and control its own bit resources; small business only needs to use and control other people‘s resources. Ownership is not necessary. The less you own, the more you can control.



Leverage is a Skill, OPR is an Asset Leverage is essentially achieving more with less of your own resources. Leverage can be using other people's talents, skills, contacts, credibility and resources etc. Other People‘s Resources can also include the use of someone‘s office space, trading one service you can provide now for a service you need, bartering your future services or revenues for current use of OPR etc. It actually takes time to develop the skill of using leverage. It requires a departure from conventional thinking about how to get things done. Other People's Resources are often available when conventional routes of Other People‟s Money are not. You could say OPR is an indirect form of Other Peoples‘ Money. Instead of using your money to grow your business, with OPR, you build your business by using resources paid for by other people.



Other People's Resources are often available when conventional routes of Other People‟s Money are not.



With OPR, you can build a business by using/leveraging resources directly paid for by other people. You are essentially indirectly using OPM that went to develop or acquire that resource. A great example of OPR at work is when your outsource functions of your business to another company to provide. I like to look at OPR as an asset that you don‘t own, but one you can still control. Operated correctly, and under certain circumstances, it can be a better use of money to control an asset than own it. Thankfully, with the advent of the Internet, the world is literally at your fingertips. In no other time in the history of the world has there been such opportunity to use OPR. You can take advantage of online technology, products and tools that companies have invested huge
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amounts of money to develop; and you benefit from their use for a tiny price in relation to how much it costs that company to develop and continually service.



Getting Out of Your Own Way One limiting factor we‘re all faced with in life is that of time. Even if you have excellent time management skills yourself and are highly productive in your output, you are only you. You are a bottleneck in your own production line so getting out of your own way will fast-track development and achievement of your goals. The good news is you can buy time from other people and oftentimes you don‘t have to use your own cash, or any cash for that matter. This gives you more ―bandwidth‖ to focus on what you are really good at.



Being busy is a form of laziness, if you‟re busy doing things that other people are better at doing than that‟s a form of laziness



The way I see it is - being busy is a form of laziness, if you‟re busy doing things that other people are better at doing than that‟s a form of laziness. You haven‘t taken the time to leverage of other people‘s skills, talents and time. One of the greatest skills you can learn is not just that of managing how you spend your time but leveraging your time by accessing and managing how other people spend their time. If you‘re ―todo‖ list is longer than that of the people you manage than you haven‘t developed this skill yet.



Some Ways of Accessing Other Peoples Resources 1. Outsourcing - turning specific functions over to a third party provider to implement and support, for a fee. 2. Joint Ventures – a strategic alliance where two or more parties form a partnership to share markets, assets, knowledge, and, of course, profits. 3. Affiliates – a type of re-seller arrangement where the affiliate refers customers and is rewarded financially for doing so. Very popular on the Internet. 4. Technology – using other people‘s technology to cut overheads, streamline operations, access new markets, support remote workers etc. 5. Systems – systemizing your business functions so that they operate with the least amount of human intervention. 6. Exchanging Services i.e. contra deals – bartering your services with those of another person or company for mutual benefit. 7. Franchising – using another successful firm‘s business model that‘s taken them years to develop.
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8. Mastermind Groups – regularly connecting with and exploiting the talents, contacts, ideas, experience, intelligence etc. of like-minded peers. Building wealth and achieving success shouldn‟t be about extracting every last ounce of your own energy and resources to get there, for that carries a huge personal cost and can sometimes prevent you from sustaining this success. The tank literally runs out of gas! Therefore, it is beholden upon you to explore the use of Other People‘s Resources in a mutually-beneficial manner. The options for leveraging OPR are truly limited only by your imagination, your ability to negotiate and utilize the principle of fair exchange. Utilizing OPR cuts to the very heart and essence of being an entrepreneur. If you can master this skill, your entrepreneurial endeavors will reach great heights and you can create wealth not just for yourself but for everyone else connected to you. How‘s that for wealth creation!



Further Recommended Reading Wealth Building - Other People‟s Money (OPM): What the Rich and Wealthy Have Known for Years
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Other People‘s Money & Resources



Task 1: Other than borrowing money from bank, list 3 ways you could access capital now. Note: You may need to think outside the box here! If your not sure how to answer this, read my article on Wealth Building - Other People's Money (OPM): What the Rich and Wealthy Have Known for Years



Sources of Capital



What Can You Do To Access It



Completion Date



1. ____________________________ 2. ____________________________



3. ____________________________



Task 2: List 3 things you are currently doing (that your not even that good at!) that are necessary but which you can delegate or outsource to someone else. Describe the benefits of doing this. Task Description



Who Else Could I Delegate This To & How



The Benefits



1. ____________________________ 2. _____________________________ 3. _____________________________
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Secret #7: Become a “Sophisticated” Investor Federal Securities Law in the United States defines a ‗Sophisticated Investor‘ as someone who has either a net worth of $2.5 million or has earned more than $250,000 annually for the past two years to qualify; an ‗Accredited Investor‘ is defined as someone who has a net worth of $1 million dollars and an annual income of $200k for the last two years. However, don‘t let those numbers scare you, read on more about how you can become a true sophisticated investor. Almost every financial advisor or institution considers this ‗Sophisticated Investor‘ the big fish they are baiting their hook to catch. Many so-called sophisticated investors are charmed by the bright lights and shiny objects dangled in front of them by investment brokers and institutions. Oftentimes, the Sophisticated Investor is merely dropping sizeable chunks of cash into Hedge Funds and getting ripped-off in the fees (usually 2% of assets under management and 20% of returns) for the so-called privilege. For the purposes of this book, we‘re going to park the standard definition of the sophisticated investor as purveyed by high-rollers on Wall Street. By my definition you have become a sophisticated investor when the majority of your required income is being generated in the Investor Quadrant described early. Learning the ropes of building and owning a business will kind of pre-qualify you to become a sophisticated investor. It‘s not absolutely necessary to have been a business owner before you graduate to becoming a professional investor but it certainly does help. Flexing your business acumen muscle in the cut and trust world of business will have taught you some valuable lessons about: 1. Yourself - how you think, your capabilities, strengths, and weaknesses. 2. Risk - the levels of risk-taking you are comfortably with. 3. Financial Statements - income & cash flow statements, balance sheets etc. 4. Managing Resources - people, systems, technology etc. 5. Capital - raising it, borrowing it, utilizing it. 6. Sales and Marketing - strategies, tactics, plans etc 7. Negotiating - learning the art of win-win and much, much more besides.
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Divesting from Average, Becoming Sophisticated Nobody likes to consider themselves as average…even in the financial world of investing and wealth creation. However, making the transformation from being an average investor to a sophisticated investor requires the development of a whole new mindset, and set of financial and business skills not to mention attitude to risk. It requires you to sidestep Mr. Average and step-up another level. The following table helps makes some clear distinctions between how average and sophisticated investors think, operate and invest. I would encourage you to really study this table and think before you act on your next investment.



The Average Investor Invests directly in their own name. Has wealth largely invested in one or two levels of the investment pyramid e.g. cash and paper assets Is heavily influenced by emotions, what their broker or friends/colleagues say. Calls his broker first seeking investment tips and advice. Doesn‘t have a written plan. Invests alone. Buys when asset prices rising, sells when the asset price is falling. Only makes money when the market goes up. Seeks external security from job and government and overvalues so-called professionalism and endorsements. Focus is on avoiding mistakes and appearing successful. Invests with pre-tax dollars Has a heavy focus on professional education i.e. decreed education. Is usually under-insured or only uses insurance as an investment product.



The Sophisticated Investor Invests through corporate structures Has wealth allocated prudently across the different levels in the investment pyramid – includes paper assets and hard assets like real estate and precious metals. Invests unemotionally – thinks in financial gray! Has his own plan and then a team of financial and legal advisors. Calls broker last! Buys when asset prices falling/have fallen, sells when they are rising. Makes money in both upward downward cycles. Values independence and financial freedom. Seeks internal, self-generated security. Focus is on managing risk. Understands failure is the mother of success. Invests with post-tax dollars Has a heavy focus on financial and selfeducation i.e. achieved education Uses insurance as an investment product mainly to hedge against exposed investment risk.



Note: Credit for this table must be given to Rich Dad's ‘Guide to Investing’ book



Creating real wealth requires you to quit average-Joe investing style and mindset and transform yourself gradually into a sophisticated investor. That said, it‘s important to know yourself and your risk-tolerance level and only make investments you are in the main comfortable with (whilst stretching your comfort zone where it‘s counter-productive to your wealth creation)
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For many brand-new entrepreneurs who dream of creating wealth but have never started a business before or invested, stepping outside their normal comfort zone can be difficult. However, creating wealth will require an investment on your part. It's the idea that you have to invest money in order to make money. Investing carries a certain level of risk and you need to decide upon your risk tolerance depending on your personality type and your stage in life. You can choose to invest in lowrisk assets that yield less but at least you can sleep easy at night! You absolutely must acquire the knowledge about investing in these asset classes in order to build wealth. Work within your own boundaries. Only acquire assets you can afford to pay for or learn how to use Other People‘s Money.



The Secret to Making Millions with Little or No Risk! Once you make the decision to become a millionaire investing, you now have to decide not whether to take risk, but rather, what kind of risk to take. Every investment or business decision implies some element of risk ranging from extremely low to exceptionally high. Whilst investing always entails some element of risk, your may be shocked to know, that oftentimes, it‘s the investor himself that is actually the biggest risk. Read on to find out more.



You have to decide not



whether to take risk, but rather, what kind of risk to take.



Once you make the decision to become a millionaire investing, the next thing is working out your investment strategy. Whilst choosing the right professional and career path can help earn a greater income, it‘s what you do with your earned income that counts. You can‘t earn your way to wealth. You‘ve gotta invest your earned income, turning it into passive or portfolio income so that your money works for you.



Risk = Not Knowing What You Are Doing



“Risk comes from not knowing what you‟re doing.” Warren Buffet



In business, life and investing, you have to decide not whether to take risk, but rather, what kind of risk(s) to take. Every investment or business decision implies some element of risk ranging from low to high. The Cambridge dictionary refers to risk as ‗the possibility of something bad happening‘. When it comes to investing money, many people think of
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risk as the possibility of losing part or all of their money. Investment professionals can refer to risk as the ‗variability of returns‘ and your typical fund manager will see risk as the difference between expectation and results. My all-time favourite quote about risk comes from none other than Warren Buffet: “Risk comes from not knowing what you‟re doing”. I think this nails it.



The Investor...The Biggest Risk in Investing? The biggest risk with investing is not so much the investment vehicle but actually the investor. If an investor can plan, remain unemotional and become financial literate than riches and wealth are guaranteed. Many financial advisors and professionals speak of understanding risk and the inherent trade-off between risk and reward. But oftentimes, this falls on deaf ears and people ignore the risk associated with their investment strategies. Why is this? Well, there are 3 likely reasons:



Sophisticated Investors Have a Plan A plan can simply entail having objectives and timeframes. Planning for retirement in 20 or 30 years time requires a different investment strategy than planning for your children‘s education or investing in a home in 3 to 5 years Oftentimes it‟s the investor time. When you have a plan you are less likely to himself that is actually the go off-plan and follow your friends and family into biggest risk! the latest hot-tip investment. You are less likely to get sold on some high-risk, speculative foreign property investment for example. Once you are clear on your objectives and timeframes, and don‟t let your emotions get in the way (see reason no.2) then you can become rich and build wealth assuredly.



Once you are clear on your objectives and timeframes you don‟t let



your emotions get in the way
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Sophisticated Investors Invest Unemotionally Many investments are made foolishly because it makes the investor feel good in the shortterm. Buying gold coins, a 5-bedroom villa or a plot of land may make us feel good about ourselves and gives us bragging-rights when we‘re out and about socially buy oftentimes (not always) these are speculative, high-risk, income sucking money pits. Investing is an intellectual sport. Irrational exuberance has no place on the playing field. Time, patience and discipline are your best friends, Investing itself is not risky; impulse your enemy. It never ceases to amaze me not being financially literate how hard people work for their money and then is. drop money into some glossy, so-called investment product so easily. Investing is a plan, not a product. Asking yourself the question ―What Don‘t I See‖ or ―What Could Go Wrong Here‖ are vital questions to answer before signing on the dotted line of any investment.



Sophisticated Investors Are Financially Literate Investing itself is not risky; not being financially literate is! Many investors are over-reliant on their financial advisors and conjecture. The best reason to become financially literate is not so you can control all your investments but rather that you know what questions to ask your financial advisors and then fully understand their answers. Understanding the costs of an investment (management fees, commissions, taxes, etc.) is so unbelievably important. Reducing these costs to a minimum will have a massive effect on your portfolio‘s value and your wealth. For example, if the investment return is 10% before costs, and intermediation costs are approximately 2%, then you earn 8%. Compounded over 50 years, 8% turns $10,000 into $469,000. But if you could reduce those intermediary costs to 0%, you earn 10%, and the final value is a staggeringly different value of $1,170,000 nearly three times as much! Paying close attention to the seemingly innocuous 1.5 or 2% management / commission fees is vital. As you can see from the above example, fees are an insidious eroder of wealth and need to be negotiated down, avoided and minimized where possible.



Finally, Be Your Own Financial Advisor The key to getting the edge on the average investor is having vastly superior investor ‗financial literacy‘ thereby reducing over-dependency on accountants, financial advisors and so on. To become rich and create wealth beyond mere averages requires you, to at least some extent, be your own financial advisor. After the recent financial crisis and the exposé on the entire financial institution, there has never been a more important time to get skilled-up and be your own financial advisor. I‘m not © Keelan Cunningham 2011 www.MillionaireMindsetSecrets.com™ All Rights Reserved
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saying don‘t have a team of financial/tax/legal experts you can turn to for advice. Do! However, I am saying, get empowered and become knowledgeable on the financial requirements you have and the strategies, tools and techniques you will need to achieve them. Before embarking on becoming your own financial advisor/planner, you must be honest with yourself about whether you truly have the appetite to become as financially literate as say an everyday Certified Financial Planner (CFP). Chances are that if your book shelf isn‘t already bearing quite a few personal finance / wealth creation books that you‘ve not really been that focused on financial planning up until now. So, make sure your committed to the process of becoming your own financial advisor if you are truly going to minimize your dependency on so-called experts. Being your own financial advisor doesn‘t require you to sit CFP exams (although I wouldn‘t rule that out) but it does require absolute unwavering commitment to researching, understanding and applying financial knowledge to a near-professional level. In classic financial planning there are 5 defined financial needs and you will need to be on top of as regards your own financial needs: 1. Savings - the financial need to accumulate a lump sum from surplus income (typically saved from earned income) to meet some financial objective and/or build up a rainy day fund. An example of this would be you saving a down-payment for a home purchase. 2. Investment - the financial need to invest a lump sum not required for a period of time, so as to earn a return. An example of this need would be where you have built up a capital sum from saving or you‘ve has recently retired and have received a lump sum retirement benefit. You would have a financial need invest lump sum in the most suitable fashion possible (in a manner keeping with your age, risk profile and financial goals) so as to maximize your capital return and/or generate a future stream of (passive) income. 3. Protection - the financial need to provide financially for certain unpredictable events in life, such as ill health or death, causing the total cessation of earned income for you and/or your dependants. An example of this is when you take out a mortgage, you may take out a life assurance policy (mortgage protection payment insurance) which would ensure the mortgage is paid off in full were you to die before the end of the mortgage term. 4. Retirement Planning - the financial need to accumulate funds to provide a replacement income (passive income and portfolio income) in retirement as you‘re no longer working (either by choice or necessity). 5. Mortgages - the financial need to borrow a capital sum to fund the purchase of a property, usually an apartment (condo) or house, which will typically be used as your home (may be an investment property).
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If you truly are to become your own main financial advisor you will need to fully up to speed on how to go about identifying and addressing each financial need in the most advantageous way. You‘ll have to be comfortable with your own decisions and that means having boatloads of knowledge and being able to apply that knowledge. You‘ll need to be comfortable with getting your hands dirty in the nitty-gritty of investment strategies, financial products, financial planning etc. You‘ll need to understand Mutual Funds, Purchasing Bonds, Stock Picking, Retirement Planning, Business Financial Statements etc. In other words, it‘s not a walk in the park and requires a serious level of personal commitment. Is it worth it? Damn right it is! If you want to be one of the choice few that are actually in control of their personal finances and wealth building then this is the path you must take. It‘s worth pointing out that there are certain times when it is prescient to get some professional, paid-for financial advice such as times like:-



Making a major asset purchase.



-



Major life goal planning.



-



Points of Transition e.g. marriage, divorce, career change, starting a fmaily



-



Starting a Business.



-



Receipt of an inheritance



-



Inertia i.e. your financially stuck in a rut and don‘t know what to do



-



Etc.,
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Portfolio Income: The Key Source of Income for the Sophisticated Investor Earlier on in this book we examined 2 of the 3 main sources of income, earned income and passive income. The Sophisticated Investor has mastered the art of producing passive income and is likely to be focusing on the third main type of income, Portfolio Income. Portfolio income is income generated by selling an investment at a higher price than you paid for it. Some people refer to portfolio income as ―capital gains,‖ because that‘s how the money is taxed by the federal government. Portfolio income is only generated if an asset (such as a stock, bond or a property) increases in capital value. Some examples of portfolio income include: Trading (buying/selling) Paper Assets - Paper assets refers to assets like stocks, bonds, mutual funds, Exchange Traded Funds, Certificates of Deposit, T-bills, currencies or other types of futures/derivatives. Stock market investing is the most common generator of portfolio income Dividend and Interest from owning securities such as stocks and bonds. Buying and Selling Real Estate – the property investor will increase the value of the property or rely on market forces to increase the value of the property. Buying and Selling Businesses – buying a business with market potential from a business owner who wants an exit. Portfolio income is often taxed at high tax rates — equivalent to earned income in many cases. However, portfolio assets held long-term are generally taxed at a lower rate. Capital gains on investments held for longer than 12 months are taxed at a rate of 10% to 20%. Portfolio income is not subject to social security and Medicare taxes. Also, one of the major benefits of capital gains is that it can be offset by losses on other investments. Structured correctly the tax implication on portfolio income could be between 0-10%. Portfolio income is the domain of the more experienced investor. Your ability to buy at the right price and sell at the right price is the key factor that determines the capital gain. Unlike passive income you have no direct impact on the assets being controlled. It requires a high level of understanding financial statements and the mechanics of money. In addition, it requires you to have a large amount of capital up front in order to get in the game and maximise your net returns. Apart from the fact that varying degrees of resources, time and effort is required to generate one of the 3 main types of income which in itself has a massive impact on the speed and extent of wealth creation – the other big wealth creation factor here is tax. Building wealth and achieving success shouldn't be about extracting every last ounce of your own energy and resources to get there, for that carries a huge personal cost and can sometimes prevent you from sustaining this success. If you‘re serious about wealth creation and learning how to become rich than you will have to make the leap from relying on earned income to relying on passive and portfolio income as soon as you possibly can.
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Financial Needs & Asset Allocation



Task 1: Describe What Steps You Will Take to Ensure You Meet Your 5 Main Financial Needs Financial Need



Action To Take



Completion Date



1. Savings 2. Investment 3. Protection 4. Retirement Planning 5. Mortgages



Task 2: Asset Allocation: How Will You Apportion Your Capital? Now, decide on the proportion of your lump sum you will invest, how you will invest it (i.e. the action you‘ll take) and the date you‘ll complete this action. Think of it as investing in different asset buckets. Asset Allocation:



Describe The Action You Will Take



Completion Date



1. Low Risk/Return Investment E.g. Retirement Plan/Pension Fund, Bonds, Money Market Accounts (30-40%)*



2. Medium Risk/Return E.g. Buy and Hold Stocks, Mutual Funds. Real Estate (30-35%)*



3. High Risk/Return E.g. Momentum Stock Trading, Options, (30-35%)*



Note: *We have given a guideline % of capital to invest that is typical for someone under 45 years of age. If you are greater than 45 yrs, then a more conservative asset allocation strategy may be appropriate.
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CONCLUSION If you have made it this far I guess you are amongst the growing numbers who are enjoying this book. Thank you for taking this first step to changing the rest of your life. This book can be the beginning of an exciting journey on the road to real wealth creation and I hope you read it carefully and start taking action now. Keep looking out for more insider secrets from me on how to become rich for life and create wealth that lasts. Best of luck to you in your quest for financial freedom and fuller life! Here‘s to your success.



p.s. Make sure you stay in touch with the latest and greatest from Millionaire Mindset Secrets – there is much more to come! p.p.s. There are some gifts below for you. Enjoy them and feel free to share them with your friends.



STAY IN TOUCH If you liked what you read in this e-guide make sure to stay in touch for many more useful articles, blog posts, video and audio materials to help you get rich and create real wealth that lasts!



Website: http://www.MillioniareMindsetSecrets.com Blog: http://www.MillioniareMindsetSecrets.com/blog Sign up for regular updates from our blog:



Connect with us on Facebook Connect with us on LinkedIn: Watch Millionaire Mindset Videos:
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GRAB YOUR FREE GIFTS NOW Here are some free books which I strongly recommend if you are serious about wealth creation. You can download all of the at www.MillionaireMindsetSecrets.com Think & Grow Rich



The Richest Man in Babylon



The Science of Getting Rich



The Master Key System
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