Cashflow Quadrant – Robert Kiyosaki
Investing:
Level 4: Long term investor

· set a fixed amount of monthly income to go towards investment

· put into top mutual funds or stocks (Vanguard Index 500, www.vanguard.com)

· do small deals, put away as little as $50/month

· closed-end mutual funds

Level 5: Sophisticated Investors

· not usually diversified, experienced

· risk less than 20% of capital on speculative ventures

· stocks, business acquisition, real estate syndication, buying foreclosures, etc.

· returns of 25% to infinity, extra money, team of hand-picked professional advisors
· real estate, discounted paper
, businesses, bankruptcies, new issues of stocks (IPOs)

· daily study: papers, magazines, investment newsletters, investment seminars

· main focus of increasing assets, reinvesting gains

· personal board of directors to help manage assets (bankers, accountants, attorneys, brokers)

Level 6: Capitalists: orchestrating other people’s money, talents, and time

· economic chaos means new opportunities

· returns of 100% to infinity

· knows how to manage risk and make money without money

Real Estate Considerations:

· Why would you pay such a high interest rate?

· What do you figure your ROI to be?

· How does this investment fit into your long-term financial strategy?

· What vacancy factor are you using?

· What is your cap rate?

· Have you checked the association’s history of assessments?

· Have you figured in management costs?

· What percentage rate did you use to compute repairs?

· What are the current trends?

· What happens if the place is not rented?  How long can you keep afloat?

· Average amortization period is 7 years.

· BE-DO-HAVE

· Rich ( more people indebted to you

· Poor ( more people you’re indebted to

· If you take on debt and risk, you should be paid

· Winners cut their losses and ride their winners

· If you take on debt personally, make sure it’s small.  If your take on large debt, make sure someone else is paying for it.

7 Steps to finding your financial freedom:

1) Mind your own business

a. Set financial goals

2) Take control of your cash flow

a. Put aside a percentage from each paycheck or each payment received from other sources

3) Know the difference between Risk and Risky

a. Financial intelligence: the ability to convert cash or labor into assets that provide cash flow

b. Commit 5 hours/week doing one or more of the following:

i. Read the business page of your newspaper and the Wall Street Journal

ii. Listen to financial news on television or radio

iii. Listen to educational cassettes on investing and financial education

iv. Read financial magazines and newsletters

v. Play cashflow

4) Decide what kind of investor you want to be:

a. Seek problems

b. Seek answers

c. “I know nothing”

i. Attend financial seminars and classes

ii. Look for real estate “for sale” signs
1. Is it an investment property?

2. What are the average rents in the area?

3. What are the maintenance costs?

4. Is there deferred maintenance

5. Will the owner finance?

6. What type of financing terms are available

iii. Listen for companies that stockbrokers recommend, and read their annual reports

iv. Subscribe to investment newsletters and study them

v. Meet with business brokers to see what existing businesses are for sale in your area

vi. Attend business opportunity conventions in your area to see what franchises or business systems are available

vii. Subscribe to business newspapers and magazines

5) Seek mentors

a. Seek out role models.  Learn from them.

b. Who you spend your time with is your future

6) Make disappointment your strength

a. Have a mentor standing by 

b. Start small

7) The power of faith

a. Think positively

b. Believe in yourself

Rich Dad Poor Dad Rule 1: Buy Assets

- Don’t be afraid to make mistakes.  Learn from them.

� Type of fund that has a fixed number of shares usually listed on a major stock exchange. Unlike open-end mutual funds, closed-end funds do not stand ready to issue and redeem shares on a continuous basis. They tend to have specialized portfolios of stocks, bonds, convertibles, or combinations thereof, and may be oriented toward income, capital gains or a combination of these objectives. Because the managers of closed-end funds are perceived to be less responsive to profit opportunities than open-end fund managers, who must attract and retain shareholders, closed-end fund shares often sell at a discount from net asset value.


� The purchase of a cashflow generating source at a value less than future value (hence discounted), because the person wants a lump sum today.





