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I am going to share with you some of the most wonderful and powerful 

concepts I’ve learned through my own experiences of achieving things 

with no money. Even more importantly, I will also show you how my 

mentors have accomplished amazing things.

Here’s what I want you to take away from this important information:

I want to help build your confidence as you go through these nine 

secrets. When you finish, you will see that these are steps you can do. 

There is no genius needed to accomplish great things. Just a strong 

desire and simple skills available to anyone.

The 9 secrets of the rich that can help you see 
the world in new and exciting ways.

Discover how these secrets apply to each 
asset class: real estate, business, paper assets, 
and commodities. 

Develop a personal plan. It doesn’t have to be 
tremendously detailed, but it’s important for you 
to start thinking of ways to apply these concepts 
in your own life. 

BEFORE YOU CONTINUE...

Let me help you make sense of the stock market. It’s a lot 
easier to become a successful investor when you have 
someone to guide you along the way.

I’ll send you free market updates, commentary about big 
happenings, podcasts, and more. It’s easy, just subscribe 
free here:

TheCashFlowAcademy.com
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A LITTLE ABOUT ME
Over the past decade and a half I’ve had the chance to teach investing and money 

concepts to tens of thousands of people all over the world. And I’ll tell you, the results 

for each of these people is exactly the same. You will come away from this experience, 

just like they have, with a new vision of how money works. You’ll never look at it the same 

way again. Your confidence will grow. And you’ll have a great time along the way. 

I’m the author of two books, Stock Market Cash Flow and 401(k)aos that help people 

learn some of the problems they are facing with retirement. I also show you how we can 

solve these problems. 

I’m going to show you some of my successes. But I’m also going to share some of the 

failures that I’ve had. You’ll see some of the details of those failures to let you know 

that the road to where you want to go might have some bumps along the way. It’s 

completely normal. Bumps in the road do not mean that you are failing. It just means 

you’re on the journey. 

As I experienced my own failures, each time I faced a point of decision to move forward 

or quit. When you decide to stand up, and move forward, you transform that failure 

into a lesson learned rather than an ending point to the story. I’m so grateful for my 

mistakes. I know that sounds weird. I’m not saying they were fun, and I’m not saying I 

want to repeat them. 

One of my greatest mentors is Robert Kiyosaki. He’s the author of Rich Dad, Poor Dad, 

the best-selling personal finance book of all time. I’ve had the chance to work closely 

with Robert and his personal team during my time as a Rich Dad Advisor for paper assets. 
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For those who really know Robert, he’s much more than an author. He is an entrepreneur 

and an investor extraordinaire. One of the most powerful lessons I’ve ever learned from 

him is this: “We must know the difference between an asset and a liability if we are going 

to invest successfully.” 

This book isn’t intended for the person who already has millions of dollars. Instead, 

this is for the single mom starting from scratch. It’s for the father who was wiped out by 

medical bills and is trying to climb out of bankruptcy. This is for the college student who 

is struggling to find a field of study she feels passionate about, and deeply wants to 

become an entrepreneur. 

I have started businesses and purchased real estate without any money. The purpose of 

this book is to share with you how anyone can start at that same beginning point and find 

success. Whether your desire is to start a business, invest in real estate, trade stocks and 

buy commodities, this information is designed to help you achieve your goals even if you 

have nothing to start with. 

The purpose of this book is not to get you across the finish line. Instead, I want to help 

guide you to the starting line. I don’t believe there’s any one recipe I can hand you that 

will magically make you millions. What I can give you are the principles used by the 

rich every single day. As a result, you will gain an understanding of how you can create 

something valuable from nothing. 

Now let me answer one of the most common questions I get…

In my travels I have met tens of thousands 
of people who have the heart and desire 
to succeed, yet feel the heavy challenge of 
starting at square one with nothing. 
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BUT ANDY, DOESN
,
T IT TAKE MONEY 

TO MAKE MONEY?
We carry a lot of beliefs about money, and our beliefs tend to guide our actions, our 

feelings, and our thoughts. By the time you finish going through the nine secrets of the 

rich that I will share with you in this short book, I am willing to bet that you will no longer 

believe that it takes money to make money. If you do, perhaps investing on your own isn’t 

the right path for you.

There are two reasons why I believe this notion of needing money to make money is false:

My personal experience has taught me that it’s 100% possible to achieve 
good success when starting with no money. I have personally reaped many 
thousands of dollars in cash flow for me and my family starting with nothing. 
And I’m going to show you examples of that, large and small.

In my circle of friends and mentors, I’ve seen firsthand how other people 
have accomplished the same thing. They have shown that it doesn’t take 
money to go out and make money. I’m going to show you many of their 
techniques, philosophies, and how simple it can be for an average person to 
do the same thing. 

Here’s even more proof for you. Consider the following famous wealthy people:

T. Boone Pickens is an oil and gas investor worth about $1.2 billion. 

Donald Trump is an icon in real estate, and his wealth is worth somewhere 
between $3 billion and $7 billion.
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Richard Branson is an amazing businessman with multiple companies under 
his Virgin brand, currently worth about $4.5 billion.

George Soros is known as a master of paper assets (my favorite, of course) 
and is worth about $20 billion dollars.

And Warren Buffet, perhaps the greatest investor ever, is worth about $53 
billion according to Forbes. And he’s had success in almost every asset class. 

Now think about this: What if we took away all of the wealth of these people. We went 

into their bank accounts and businesses and took every last penny. Where do you think 

they would be in five years?

Since they don’t have any more money, do you think they would be destined for poverty? 

Would we see them on the streets homeless without hope of ever getting it back?

Or do you believe that they would find their way back on top?

When I ask this question to groups of investors, almost everyone realizes that these 

icons would become rich again. If so, how could they do it? If it takes money to make 

money, how can a person that is absolutely penniless climb up to the highest levels of 

wealth again?

Is it because of dumb luck happening again and again to the same person? 

Or is it because they possess some type of knowledge that other people don’t have? 

I’m going to show you in this book that the answer is all about education. These people 

have risen to the top for a reason. They have taken responsibility for their financial 

education and learned how to invest properly and wisely. They didn’t take shortcuts. 

They continually improved their financial education levels until the inevitable outcome 

was huge success.

If a person wants to be a concert pianist, the only thing that stands between where they 

are now and performing on a stage is training, mentors, hard work, and time. The catalyst 

for everything is education. 

This program is about how the rich invest with no money. You will see that the secret 

ingredients to all of the strategies I will share with you are education and effort. If you are 
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willing to put in a little work, a little time, manage risk wisely, and get out of your comfort 

zone, you can begin to experience your own success. 

My greatest concern in showing you how the rich invest with no money is that some 

people may assume that they don’t have to do anything. There will still be important 

lessons to learn and legwork to be done. There are no shortcuts. In the end, though, I 

believe you will find it’s worth the effort.

So let’s get started by discovering the first secret of the rich…



The Rich Invest
As If They Had No Money
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SECRET
No. 1
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Imagine you had no money, but knew of a simple process to create money almost out of 

thin air. Now imagine that you could follow this process again and again whenever you 

needed it.

That’s what you will discover as I share with you the following financial parable.

I’ve shared this example hundreds of times. It’s one of the first tests I give to people to 

see whether or not they are cut out for success. Some people look to poke holes in the 

story, which is easy to do with any metaphor. Others focus on the principles of the story 

and look for meaningful lessons. These are the people I know are most likely to succeed 

as investors. I promise that if you find the principle within the story, you will see how to 

use this strategy in real life later in this book.

One day a man was walking through his town enjoying the beautiful day. As he walked, he 

peered into the different shop windows along the way. At one particular shop, something 

catches his eye. He sees a beautiful suit that he believes would look perfect on him. So he 

enters the clothing store and asks the clerk in the store the price of the suit. 

“Well,” says the clerk, “this is a very nice suit made of the finest wool. And the 

workmanship on the suit is excellent. The regular price of this suit is $2,000. Fortunately, 

today is the final day of a special sale, so the suit is available for just $1,000.”

The shopper recognizes this as a great value. But the problem is that he doesn’t have 

enough money to purchase the suit at that moment. 

He asks the clerk if the sale can be extended while he tries to get enough money. But 

the answer is no. The sale definitely ends today. Saddened, the man asks, “Is there any 

other way I can have this suit at this discounted price without paying for it now?” The 

clerk, wanting to preserve the sale, replies, “If you’re sincere and honest about this 

purchase I’ll propose a gentleman’s agreement. I will create for you a layaway plan. We 

will put the suit on reserve so no one else can get it, as long as you return within 30 

days to pay for it in full at the discounted price of $1,000. When you pay for it, then you 

are free to take it home.”

The man thought this sounded like a good idea. He asked, “If I put this suit on layaway, 

you are saying that I can purchase it later at the sale price you are offering it at today?”

“You seem like a potential buyer, so yes,” said the clerk.
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The man saw that this was a good opportunity. He felt very good about the agreement 

proposed by the merchant. Yes, he recognized that the clerk was trying to sell the suit. 

But he didn’t see a catch in the deal to surprise him later. He was hopeful that he could 

come up with the money after paying his expenses that month, but he also felt good that 

he was not obligated in any way to buy the suit just in case it did not work out. 

So the man agrees to put the suit on layaway, and the clerk puts it in reserve at the 

discounted price of $1,000. As proof of this arrangement, the clerk gives the man a slip 

of paper with the store name, the clerk’s name, the terms of the layaway agreement, 

and his signature.

The man now has an agreement with this store. That slip of paper can be presented at 

any time within thirty days to receive the suit at the sale price. Anyone working in the 

store will recognize the promise made by the store and honor their agreement to sell the 

suit. Remember, the man is not obligated to buy the suit. If he chooses, he can just rip up 

the layaway agreement and walk away from the deal. 

The clerk, acting on behalf of the store, has made a promise to sell the suit at a specific 

price for a certain amount of time.

The man has the choice to purchase the suit according to those terms. He is not 

obligated. It is a choice he can make during the length of this little agreement.

Right from this beginning point, you can see that the man interested in the suit is in a very 

advantageous position. Obviously, the clerk’s goal is to make a sale. He saw that a suit 

on layaway is better than no sale at all. He has granted the man complete flexibility in this 

transaction. Even more important, the man has no risk of loss. 

The next morning, the man wakes up and flips on the news. The main story is about a 

very popular sports star. He notices that the athlete is wearing a very fashionable suit. 

Not just any suit, but it’s the exact same suit that he saw in the store yesterday. The same 

suit he put on layaway.

As he’s walking through the town a bit later, he passes the same shop where he 

purchased the suit. Glancing through the window, he notices that the store is overflowing 

In short, the store clerk has made a promise. And the man 

has a choice. This is a simple, yet very powerful concept. 
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with people and there’s a line forming just to get in. Curious, he asks a young man in line 

what is happening. “We’re trying to get in the store to buy the new suit. We all saw it on 

TV this morning and want to get it!”

Upon hearing this, the man asks the young person in line, “You are willing to buy the suit 

for the full price of $2,000?”

At this, the young man laughed, “I wish I could get it for $2,000. The price went up this 

morning to $4,000!”

Overnight, the price of the suit doubled based on the new demand for it.

When he heard this announcement, the man’s mind started turning. He realized that 

there was now a line of people who were willing to pay up to $4,000 for this same suit. 

Yet in his pocket he had a layaway slip which guaranteed him the right to purchase the 

suit for just $1,000. 

Even more interesting was the fact that those people in line were nervous that the store 

may sell out of all the suits before they get a chance to buy one. Again, his suit was put 

away safely in the back of the store where no one else could buy it. The availability was 

also guaranteed.

As he thought about it, he considered what someone might pay him for his suit that was 

on layaway. 

Two possible ways to take advantage of this situation came into his mind:

He could go into the store, buy the suit for $1,000, and then turn around and 
sell it to someone else for $4,000.

He could sell his layaway slip for $3,000.

Both scenarios would result in him pocketing $3,000. But the first one would also require 

that he use $1,000 of his own money to get the suit out of layaway.

As he thought about it, he realized selling the slip of paper in his pocket for $3,000 to 

someone in line was the best choice for him since he didn’t have $1,000 of his own 

money to start the transaction. 

So he approached the young man in line again and asked him if he would be interested 

in making a deal. He explained that he will sell him his layaway contract for $3,000, 

which will entitle him to get the suit for $1,000. He shows him that it’s guaranteed by 
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the store. The young man quickly realizes the value of that slip of paper and agrees to 

the transaction.

Without spending a penny of his own money, the original man is now $3,000 richer than 

he was yesterday.

Now consider if instead of buying a suit, this man 

were looking to flip a house, or buy stock, or buy 

gold. This is the same scenario that investors exploit 

every single day. 

Amateur investors ask amateur questions like these:

“Should I use my own money to buy this house and 

then hopefully flip it for more?”

“Should I buy 1,000 shares of this stock and 

hopefully sell it later for more?”

This type of an investment profit is called a capital gain. It’s when your ending 

investment value is worth more than what you paid for the investment. It’s the increase 

in your investing capital. And it’s the approach which follows the “it takes money to make 

money” path.

When we talk about investing, this is how most people think. They believe that you find 

a good potential investment, pull money from your bank account to pay for it, and then 

hope it goes up in value so you can return more money than your initial investment back 

into your account.

However, when we revisit this example of earning money from the suit, remember that 

we didn’t buy anything. All we did was enter into an agreement with someone else. 

And this agreement costs us no money. We asked, and the store clerk gave it to us. 

Instead of requiring money, all we needed was a simple negotiation. It might be very 

exciting for you to discover that in real life there are deals you can do that don’t require 

you to buy anything. 

When we negotiated this deal with the store clerk, we received leverage with no debt. The 

layaway agreement gave us flexibility to decide if it was valuable enough for us to take 

action. It didn’t require any money from us—either from our own account or from a loan.

 
It’s not easy, 
of course, to always 
know where the price 
of something will be 
next month or next 
year. Predicting the 
future is something 
we will discuss later 
in this book.

i
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QUESTION: If your goal is to be successful and you have no money, which types of 

transactions do you want to develop your skill in? What type of mentors should you want 

to learn from? Do you want to develop skills in transactions where it takes money to 

make money? Or do you want to develop your skills in transactions like these where we 

structure it in such a way that no money is needed to make it work? 

If you have no money, the answer is simple. But what if you have $1,000 that you 

are willing to invest in the deal? Does that change the way you would approach this 

investment opportunity?

CONSIDER THIS: if you put your own money into the investment, it is tied up so you are 

only able to do one deal at a time. But if you enter opportunities that don’t require any of 

your own money, then you are unlimited as to the number of investing opportunities you 

can take advantage of. 

What if you had a million dollars? Or ten million dollars? Which approach would you want 

to pursue? Smart investors would say, “if there’s no risk and I could pursue as many 

opportunities as I want, there’s no reason to risk any of my own money.” 

This is why Secret #1 is so important for us to understand…

Think back to the list of high-profile investors we talked about earlier. If you took away 

everything they had and put them on the street, and then fast-forward five years, I think 

everyone agrees that they would be back on top again. Why? Because they understand 

that it doesn’t take money to make money. They know how to invest without using any 

money. That’s how they magnify their wealth so quickly. 

The irony is that people with massive wealth still invest as if they have nothing at all. I 

smile inside when people say they cannot invest because they have no money, when in 

reality that’s the way rich people prefer to invest.

As I’ve worked with people like Robert Kiyosaki, Ken McElroy, and others who have 

become tremendously successful, this is one of the most important lessons I have 

learned. They have truly mastered the process of investing without having any money 

in the deal at all. Ponder that for just a few brief moments and think of some of the 

Investing Secret Of The Rich #1: 

The rich already invest as if they have no money. 
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advantages available to you as you have learned this first secret. I’ve already explained 

that if you invest with no money you’re not taking any risk. And when we have no risk, we 

are fully able and willing to fail. 

If your $1,000 is on the line in stock, real estate, gold, or something else, then you 

experience some level of anxiety as you hope for the best. And your anxiety increases if that 

$1,000 is your full life savings, because you are betting everything on one roll of the dice. 

But when you are able to invest with no money, then that anxiety goes down 

dramatically. If you fail, it doesn’t harm your overall financial situation. You are able to 

simply shrug your shoulders, learn the lessons that are there to be gained, and move 

on to the next opportunity. 

There is no limit to what you can do here. And this is not a pie-in-the-sky empty promise. 

Fortunes have been made, and continue to be made, with a starting point of zero. There 

are scores of investors who start with nothing and now have assets in the millions, and 

even billions, of dollars. 

In a little more than 80 years, Warren Buffet has gone from zero to $50 billion. He has 

become a millionaire 50,000 times. This is an astounding accomplishment. And I hope 

it’s also inspiring for you to realize that others have already walked this path. Others have 

learned to grow their wealth with no money. 

REVIEW:

In the scenario discussed in this chapter, we learned that money was generated from two skills: 

The ability to know what will likely happen in the future (which we will discuss 
later in this book)

The ability to negotiate a deal

When you don’t invest any of your own money, you are able to look for and enter as 

many deals as your time and skills allow.

With none of your own money on the line, your risk falls to zero.

You are responsible for your own success. Don’t leave it to chance!



The Rich Use  
The Law Of Infinite Return
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SECRET
No. 2
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For investors, one of the most important numbers to measure is your rate of return. 

This shows you how much you are earning.

The formula used to calculate your rate of return is quite simple:

As a simple example of how this works, let’s say that you decide to buy one share of 

stock for exactly $100. You hold the stock for a few months and watch the stock price 

gradually increase. Then you sell the stock for $110. Assuming there is no brokerage 

commission, you have earned a profit of $10. So our equation to calculate the rate of 

return looks like this:

($110 - $100) / $100 = .01 or 10%

In other words, you earned a 10% rate of return on your money. As an investor, your goal 

is to get your rate of return as high as possible. There are two ways your rate of return 

can increase:

Hope that the final value continues to increase

Push your initial investment down toward zero

When we invest, we can’t always control what the value of the investment will be. We can 

forecast and plan, but in the end it might be out of our control.

But as we saw in the last chapter, it is totally within our control as to what our initial 

investment can be. In fact, we showed that investing with no money at all is how the rich 

invest every day. Let’s see what happens to our rate of return as our initial investment 

drops toward zero, but both the initial value and the final value stay the same:

FINAL VALUE
INITIAL 

INVESTMENT EQUATION
RATE OF 
RETURN

110 100 (110 - 100) / (100) 10%

110 10 (110 - 10) / (10) 1,000%

110 1 (110 - 1) / (1) 10,000%

110 0 (110 - 0) / (0) ∞ (infinite)

(Final Value–Initial Investment) / (Initial Investment) = Rate of Return
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Now, you may have noticed that when our initial investment drops to zero we are 

creating an equation where we divide by zero. You probably learned in school that you 

cannot divide by zero. The truth is, when you divide by zero the answer is infinity. Your 

math teacher will probably want to argue about it with you, but in the real world this 

means that you can actually achieve an infinite return on your investment. 

You can see that Secret #2 goes hand-in-hand with Secret #1. When you invest with no 

money, your returns will naturally be infinite as we’ve shown. It’s not dependent on any 

huge investment, either. Whether your investment earns one dollar or a million dollars, if 

your initial investment is zero then the return is infinite. You can’t get a higher rate of return.

And that is Secret of the Rich #2: 

The Law of Infinite Return.



The Rich Understand 
Short Positions
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SECRET
No. 3
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This is a very important section, so be sure to pay close attention. I go into more detail 

of this section in my online course The 4 Pillars of Investing and also in my book Stock 

Market Cash Flow, so you can also refer to those resources for more information. 

As I mentioned earlier, I have traveled the globe teaching investors about investing. One 

of the most frequent questions I get asked again and again is this: “Andy, what should I 

do to invest my money right now?”

This question comes in many forms:

If you had a life savings of $10,000 right now, where would you put it?

What investment do you think I should buy right now?

Do you think real estate is going up? 

Do you think oil is a better investment choice than real estate? 

Should I keep my money in cash right now? 

This is where many people naturally go when they think about investing money. To 

them, deciding how to allocate their cash is what investing is all about. Though this is 

certainly part of investing, we’re going to discuss a completely different way to look at it. 

And I think it will give you a totally new way of considering investing, and a new way of 

magnifying your wealth.

Virtually everything in life has its opposite, so this part isn’t new. But what is new is the 

way we can think about these opposites. As we change our perception, we can often 

identify new opportunities that we couldn’t see before. 

The common way we deal with opposites is to label one thing as the right way, and the 

opposite thing as the wrong way. Several years ago I learned a very important lesson 

about this from Robert Kiyosaki, and I always appreciate it when I hear him teach this 

concept again. He says it this way: “You don’t have a right hand and a wrong hand, you 

have a right hand and a left hand.” 

When I teach about investing, 

one of the concepts I help my students 

understand is the idea of opposites. 
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In other words, we mistakenly label things around us in terms of good and bad. When we 

can stop judging the situations around us in these terms, we can see things in a different 

light. So now let’s try and fix this so we can see some of the opportunities that are 

occurring all around us that we have been blind to up until now. 

For this example, we have two people: Bill and Jane. Bill has a job that he drives to every 

day. Like everyone else, he has income and expenses in his life. Far away from where 

Bill lives, the price of oil increases. He doesn’t know about this increase, and he doesn’t 

know about the forces that push the price of oil higher. But the next day when he gets in 

his car and goes to the gas station, he sees that the price of gas has gone up. 

This is a big deal for Bill, because a price increase in gas is an additional expense that 

eats into his income. His employer doesn’t care about the cost of gas going up. His boss 

won’t give out a raise every time the cost of gas increases. Through no fault of his own, 

Bill will need to absorb this cost increase with a reduction in his monthly cash flow. 

Now let’s look to see what was happening to Jane at the same time. A few years 

before, Jane had invested in an oil well and is a part owner in it. She gets a regular 

income from the oil well as it produces barrels and ships them off to market. When the 

price of oil increased for Bill, it also increased for Jane. Instead of reducing her cash 

flow, the price increase actually helped her monthly income grow. Her monthly checks 

from the oil well grew bigger. She didn’t have to lift a finger. She didn’t negotiate the 

price of oil with anyone. 

As we can see, this single event has two sides. The increase in oil prices caused Bill’s 

monthly cash flow to decrease. He became less wealthy. Yet the exact same event caused 

Jane to have more cash flow and become wealthier. Jane is thrilled, and Bill is unhappy.

Whether this event is good news or bad news depends on your position, right? 

Understanding this becomes very important when it comes to the stock market. People 

who have a big chunk of their money invested in a plan such as a 401(k) or IRA—which is 

almost everyone in my home country of the U.S.A.—become very sad when the market 

drops. They are only happy with the situation when the market goes up. 

Now imagine a different kind of investor who doesn’t see a market drop as bad and a 

market increase as good. Imagine an investor that can position her account in such a way 

that she makes money no matter what happens to the market. When the market goes 
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down, she makes a profit. And when the market goes up, she makes a profit. 

Remember—we want to stop thinking about investments as right or wrong. Instead, we 

want to think of them as right or left. They are simply opposites of each other that we can 

take advantage of when we understand them.

Suppose I own a few investments in 

my asset column. If the value of these 

assets increases, then my net worth will 

increase at the same time. When the 

value of the assets goes down, then my 

net worth will decrease. 

The opposite of this is also true. When 

the amount of my liabilities goes down, 

my net worth increases. And when the 

amount of liabilities goes up, my net 

worth drops.

As we’ve shown, though, we can’t 

force the markets to move up or down 

to match our will. However, what if there was a way that we could increase our asset 

column when the market goes down? What if we could position ourselves to profit from 

a drop in the market?

To illustrate this, let’s use a simple example. Suppose you hear a news report that a 

popular mobile phone company will soon be coming out with a brand new phone called 

the Z9 that millions of people will want to buy. Right now they are selling the Z8 version, 

and people are snapping it up every day for $600. 

When you hear about the new phone, you realize that within a month or so when the new 

model is released the current Z8 model will become almost obsolete. The value of it will 

drop overnight. Right now it sells for $600, but you think it will sell for half of that when 

the new one arrives.

The question is, with this knowledge of the future coupled with our desire to invest with 

no money, how can we profit from this scenario?

 

Understand These 
Opposites In Your Life

The opposite of income is expenses. And 
cash flow is the amount left over when you 
subtract your expenses from your income.

The opposite of assets are liabilities. Let’s 
define assets as things that we own that 
put money in our pocket. And let’s define 
liabilities as things that we owe other 
people that take money out of our pockets. 
So the opposite of ownership is owing 
an amount to someone else. Net worth is 
calculated by subtracting the amount of 
your liabilities from your total assets. 

i



23HOW THE RICH INVEST WITH NO MONEY ANDY TANNER

Let me show you how this can work:

I find someone that has a Z8 phone and doesn’t need it right now. He agrees to lend it to 

me for a few months. I don’t pay him for it, I simply agree to give him a Z8 phone in the 

near future. So the phone that I borrow now goes into my asset column. But it also goes 

into my liabilities column. I own the phone, but I also owe a phone.

My next step is to take that Z8 phone and list it on eBay for $600. I know that people 

will pay that amount for it because I’ve done my research. So within a few days, I have a 

buyer for the phone and I ship it to him in exchange for $600.

So now in my asset column, I no longer have a phone. Instead, I now have the new 

$600 I just earned from selling the phone. And over in the liabilities column I still owe 

the phone to the owner. I don’t owe him any money, I only owe him a phone according 

to our agreement. The only thing that has changed is that I transformed the actual 

phone into cash.

Within a short amount of time, the new Z9 phone is released and the price for the Z8 

phone goes down just as we predicted. Now the Z8 is available on eBay for only $300. 

I need to get a phone to give back to the person who loaned it to me. I have $600 

in cash. That’s when I buy the phone for $300 and return it to him. 

He is happy because I have fulfilled our agreement.

I now have an additional $300 that I didn’t own before.

In this example I started with no money. I finished with new money that is mine to do with 

as I please.

LESSONS:

When we think the value of something is going up, we want to buy it and own it.

When we think the value of something is going down, we want to borrow it.

When we know that the value of something 

will decrease, we don’t want to own it. 

Instead, we want to borrow it. 
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In our mobile phone example, I would have lost money if I would have bought the Z8 

model before the big price drop. But when I anticipated the price drop and borrowed the 

Z8, I was in a good position to profit from that price drop. 

This concept is so important, I want to say it again: When we anticipate that the price of 

something will go up, we want to buy it and own it to benefit when the value increases. But 

when we anticipate that the price of something will go down, we do NOT want to own it. 

We want to BORROW it. That puts us in a position to profit when the price actually drops. 

When you look closely at what we did with the phone, you’ll see something interesting:

We bought the phone for $300

We sold the phone for $600

In other words, we bought low and sold high—just as you know you should do. This 

traditional way of buying low and selling high is called a “long position.” 

Our example transaction was similar, but the only thing that was different was the order 

of our transactions. Here is the process laid out:

Borrowed

Exchanged

Exchanged back

Returned

When you learn the benefit of short positions, you understand that it gives you the 

power to generate profits no matter what the market situation may be. It’s your key to 

succeeding if the market goes up, down, or sideways. Shorting is a valuable tool in your 

investing toolbox. You may not use it every day, but it does the trick in the right situation. 

People with no money are usually forced to borrow anyway. The concept of shorting 

helps them do it wisely.

This is called a “short position” —and it’s Secret #3: 

The Rich Understand Short Positions.
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REVIEW:

Traditional wisdom advises us to get out of debt. We are also advised to save money. But 

as we’ve discussed in this section, it’s not wise to own something if you think it will be 

going down in value. This applies to investments, of course. And it also applies to money. 

If we hoard money in our bank accounts but the value of it goes down over time due to 

inflation and devaluation, is it really a good idea?

If the value of money is going down, is it wise to get rid of debt? Or is there a way to 

manage that borrowing for your financial benefit?

Pushing ourselves to think outside the box is a big part of How the Rich Invest with No 

Money. So in the next section we will learn more about debt. We will study how successful 

investors use debt to control their short positions and maximize their wealth. 



The Rich Master Debt
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SECRET
No. 4
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There are many misconceptions about debt. In our popular culture, we are taught to be 

resistant to the idea of debt. Yet, as we saw in the last section, the smartest investors 

know how to use debt to their advantage and magnify their wealth with it. 

In this section I’ll give you some eye-opening examples of how anyone can intelligently 

use debt on their journey to invest with no money. 

As we learned earlier, debt isn’t right or wrong. It’s merely a tool available to us. Think 

of debt like fire. If you misuse it, the results can be harmful. But when you control it, you 

gain so much benefit from it: warmth, cooking, light, and so on.

To help us understand how the rich intelligently use debt, let’s go through some real 

estate examples. This is an important step on your journey of learning how the rich 

invest with no money. 

When we talk about debt, usually the first thing that comes to mind is borrowing from a 

bank. For many people I teach, that is an instant red flag because they tell me that they 

have very poor credit. Don’t worry about that right now, because I will show you how the 

rich are able to get debt easily and it’s not based on their credit rating.

For investors, banks are probably the worst place to start when you look to borrow 

money. Why? Because they only want to lend money when the deal is a sure bet. As we’ll 

see throughout this section, there are other ways to give the banks a sure bet situation 

other than your credit rating. 

The first place we will look for money is investors who have a money problem. They have 

too much cash and are looking to invest it in good opportunities. As we discussed in the 

last section, rich people dislike holding a lot of cash. They know it loses value over time, 

so they are always looking for intelligent investments to help it grow instead of shrink. 

Rich people want to buy assets. 

Here’s a case in point: Not too long ago I got a call from my friend Robert Kiyosaki. He 

quickly started grilling me about various investment options. He asked me what I thought 

about silver and gold and various stocks. When I asked him why he was so interested, he 

told me that he just received a large amount of cash from one of his other investments. 

“I’m concerned that the dollar is losing value,” he said, “and I certainly don’t want to keep 

this cash in my asset column, I need some assets to buy.” 
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People like Robert are always searching for opportunities. They are always on the 

lookout to trade their cash for an asset. They want to trade their cash for real estate, 

or for some gold, or for something other than cash. 

Unlike banks, investors don’t care about your credit or your history. They are primarily 

interested in the investing opportunity you can provide.

And contrary to popular belief, you don’t need a strong network of relationships to get 

started. If you have a deal that is worth investing in, you will be able to easily find money 

to help fund it.

Let’s look at a couple of examples to illustrate this:

One of the most successful people I know is my friend Ken McElroy. He is a real estate 

wizard who started with no financial advantage and very little knowledge about real 

estate. All he possessed in the beginning was a strong desire to be successful and 

a willingness to learn. So if you really want to learn how to make it big in real estate 

investing, there is no one better to follow than Ken McElroy. 

At this point in his career, his reputation is rock solid. But that’s not necessarily why 

people give him money. The reason I use Ken as an example is because he invests as 

if he has no money. Even though he does hundreds of millions of dollars in real estate 

deals, he still to this day approaches every new opportunity as if he has no money. He 

could not run his business if he had to do it with the cash in his pocket. And he also uses 

all of the other secrets of the rich we’ve discussed up to this point—especially the secret 

of mastering debt that we’re learning about in this section. You will find that debt is a vital 

element to Ken’s success. 

Here’s a simple version of how Ken’s deals begin: 

He finds a property such as an apartment building that he is interested in

He looks at the cash flow of the property to see if he can improve it

If he thinks he can increase the cash flow through better management and 
property improvements, he’ll begin the process of acquiring the property

At that point, Ken will put together a plan that shows how he will improve the cash 

flow and the overall value of the property. His plan clearly illustrates all the steps 
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that he will undertake to accomplish the objectives of greater cash flow and overall 

investment value. 

With the plan in hand, he is then ready to show it to investors. Many people make the 

mistake of believing that at this point in his career his track record plays the biggest part 

in attracting investors. However, the investors he approaches are financially intelligent 

and know how to identify a good deal from a bad one. It’s not about Ken’s ability to 

schmooze them on the golf course. It’s not about hearsay as to whether or not Ken 

knows what he’s doing. If Ken were to approach them with a garbage deal, they would 

spot it and avoid it. So in the end, it’s not about Ken, it’s about the intelligence of  his 

deals. Ken relies on the intelligence of his wealthy investors to see the deal for what it is. 

And the same will be true for you, too.

Remember, investors need a place to put their money. They need people like you to 

approach them with good opportunities where everyone will win. 

Now let’s say that Ken has found investors willing to invest in his property. With his 

investors’ money, he’s ready to put his plan into action. Ken buys the property with their 

money, not his own. Then he makes improvements to the property as necessary. He 

lowers operating expenses, raises the rent, and gets a higher occupancy rate. The result 

is higher cash flow and a higher value for the overall property. It’s now worth much more 

than when he purchased it. This is called equity. And we all know that banks love equity. 

For those familiar with real estate investing, you’ll notice that Ken creates even more 

money through something called forced appreciation.

With all of this progress in the property, and a large amount of newly created equity, the 

banks will be eager to loan money on the property with the best terms possible. That’s 

because banks want a sure deal, and with Ken’s equity they have found it. The bank 

doesn’t care about Ken or his reputation. They care about the safety and quality of the 

deal. When he shows them that he owns this property and it has high cash flow and a 

lot of equity, they are eager to lend him money if he wants to refinance the project. So 

he then borrows money from the bank and uses it to pay back his original investors, 

Every deal stands on its own. 

If it’s a good idea, it will attract investors.



30HOW THE RICH INVEST WITH NO MONEY ANDY TANNER

including a nice profit. Often, the original investors also participate with Ken in the 

ongoing cash flow from the property. It is ironic that poor people will start a deal by going 

to the bank, while the rich person will finish a deal when the bank comes to him.

When it’s structured correctly, the original investors will even get that money back 

completely tax free. We won’t go into the tax planning portion in this book, but please 

understand that smart investors use these types of legal structures to slash their tax bills 

dramatically—often by millions of dollars. 

Many years after he first started, and thousands of deals later, Ken still follows this same 

process virtually every day in his business. But just like you and me, at the very beginning 

he had never done one before. Ken got started by getting a good financial education to 

understand how these things work, and then simply followed these same steps. The secret 

to his success is that his financial education allows him to see golden properties where 

other investors are blind to the potential. It’s all about understanding how to increase the 

value of his investment to the point where the bank will offer him money for it. 

Ken is financially educated and knows how to improve real estate properties

He uses none of his own money in his deals

Investors finance all of his ideas

Banks eventually acquire the original debt

His properties supply him with ongoing cash flow

He earns an infinite return on every deal

You’ve seen how this can work on a large scale with multi-million dollar deals like the 

ones Ken deals with. But what about small real estate deals? Does it work for the average 

person who wants to start small? Can this same sequence be used by anyone who is 

struggling to make ends meet?

Fortunately, the answer is absolutely yes. 

I want to show you how easy this can be. Let me show you the exact same process my 

wife used on a very small property. When she decided to buy her first property several 

years ago, she didn’t know what to do. So the first thing she did was hire a mentor, 

someone who had done this many times before to guide her through the process. 
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When she found the house, she put together a plan to show an investor how she would 

increase the value of the house. The plan included things like cleaning up the yard, 

painting the walls, and some general sprucing up. With that plan she was able to attract 

the investor who provided the cash for her to buy the house for $215,000. 

After cleaning up the house according to plan, she had the house appraised at over  

$300,000. In addition, she rented the house for $2,000 per month. The picture was 

looking very rosy. At this point the property had a lot of equity so it was easy for her to 

refinance through a bank. We knew the bank would love the fact that she had $85,000 

in equity and a steady income of $2,000 each month. So they gave her the money she 

asked for, which allowed her to pay back the original investor, including a nice profit. Her 

monthly payment for the new mortgage was $1,500 per month, which also provided her 

with a new $500 cash flow she didn’t have before.

My wife was able to do all of this without spending a penny of her own money. She came 

up with the idea, the property opportunity, and the plan. The investor jumped in with the 

initial money needed. And then the bank paid back the original investor. This is a deal 

just like any of Ken’s, but on a very realistic scale for someone that has no money.

The $500 per month income stream may not seem impressive next to the millions 

generated by Ken’s deals, but I want you to see the power of this simple example. This 

information can truly make a difference in your life. 

My goal is to improve the financial well-being of humanity—not just rich millionaires. I 

often see families that are struggling just to get by, who don’t have the financial flexibility 

to give their children many of the extras I take for granted. I think about how many extras 

I’m able to give my children with that simple $500 monthly rental cash flow. It gives our 

lives tremendous benefits. I want other people to enjoy those extras, too.

Last year one of my sons asked if he could learn to play the piano. So we signed him up 

at a cost of $100 each month.

As a family, we like to exercise and take care of our bodies. Every month we spend about 

$300 for various gym memberships and classes.

We also get season passes every year to one of our local theme parks to go spend some 

fun time together. We budget about $100 per month to pay for these passes.
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Together, all of these activities total up to about $500 per month, or $6,000 for the full 

year. We love doing these activities and it would be difficult to remove them from our 

lives. But since my wife acquired an asset to pay for these things, we don’t even have 

to think about it. Our lifestyle can continue thanks to the little bit of work we did putting 

together the deal for that one house.

That’s exactly why I developed this book. It’s for the father who lost his job, or the single 

mom who is struggling. If my wife can do it, I know that they can do it too. It’s for all the 

people who tell me that they have no money right now and they want to know how to 

create it for themselves. These strategies are used by the rich, but they’re not exclusively 

for the rich. They can be used by anyone to generate new money in their lives. 

SIMPLE DEAL SUMMARY

Get educated in the area of investing we want to focus on

Find the deal

Attract the investors

Refinance through the bank

If you get a fixed-rate loan, your expense will be the same every month. The value of your 

asset will increase over time. The value of the currency will go down, which decreases 

the value of the debt over time. 

This is why a good financial education is so valuable to you. In this example, you can see 

how we’ve positioned the deal so that the income increases over time and expenses 

remain the same, while the value of the liability goes down and the asset value goes up. 

ACTION STEPS

Before you set asset goals, set some education goals. Learn how to intelligently invest 

in the asset class you are interested in before taking any other action. It may delay your 

actual start time slightly, but it will accelerate your success.

The rich do not run away from debt—they master it. 
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Start thinking about who you want on your team. Mentors will help guide you through 

the process to avoid many of the costly mistakes others make who try to go it alone. 

Depending on the asset class you are investing in, your team of mentors could include 

an accountant, a real estate agent, a mortgage broker, an attorney, a title company, and 

successful investors.

The team of Rich Dad Advisors is a good place to look for education and guidance:

Ken McElroy (Real Estate) – www.kenmcelroy.com

Garrett Sutton (Entity Creation) – www.sutlaw.com

Tom Wheelwright (Tax Planning) – www.provisionwealth.com

Blair Singer (Sales & Leadership) – www.blairsinger.com

Josh & Lisa Lannon (Social Entrepreneurship) – www.thesocialcapitalistbook.com

Darren Weeks (Raising Capital) – www.fasttracktocashflow.com

Andy Tanner (Stock Market) – www.andytanner.com



The Rich Develop Their 
Creativity And Unselfishly 

Share Their Ideas
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In the last chapter we talked about using debt with real estate examples. Now let’s 

explore some new ideas around business examples.

To get us started talking about thinking creatively, let’s look closely at a million dollar idea.

At its core, that’s what business is all about—ideas. Every small business starts with a 

single idea. And every huge business starts with a single idea. When you think about 

it, an idea is the most valuable thing in the world. It doesn’t cost a penny to develop an 

idea, yet the rewards from a single idea can be huge. 

You may have heard of an investor named Mark Cuban. He’s currently famous as the 

owner of the Dallas Mavericks basketball team. He’s also a very successful investor in 

startup companies. Like most people, he wasn’t born a billionaire. In fact, he was just a 

regular guy working as a bartender in Dallas. One day, he decided he was done standing 

behind the bar and instead wanted to go into sales. Not long after he became a salesman 

for a company called Your Business Software.

Cuban didn’t know how to program computers. But he learned about the technology 

industry. He was a big dreamer early on, and it wasn’t long before he decided to leave 

that company to start his own new business. 

Pay attention now, because this is where his genius really shines through. Cuban had 

a clear idea of what he wanted to do, so he started his new company from scratch and 

named it MicroSolutions. 

The question is, how can someone start a new business with no money? 

His secret to success is that he shared that idea with others. Cuban found the talented 

people he wanted in his company and showed them his idea for what the business could 

become. Then he explained that he had no money to pay them. Instead, he told them 

that they would become co-owners of this new business with him. He didn’t want these 

key people as employees, he wanted them as partners. Soon, his plan to attract partners 

in this way filled his team with top-quality talent who were willing to work together with 

Cuban to make this new business a success. It’s been my experience that people who 

have wonderful talent and skill will actually work harder and give a better quality of work 

if they have a stake in growing an asset rather than a paycheck.

Sure enough, MicroSolutions grew like crazy. It wasn’t long before he sold his stake in the 

company for $2 million. In other words, he grew his idea into $2 million in new money. 
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But Cuban didn’t stop there. At the time, the Internet was still a new and upcoming 

technology. He realized the huge potential of what it could offer people everywhere. 

It wasn’t long before he developed another powerful idea: broadcast sports events all 

around the world to people’s computers. 

Cuban knew that this new idea had huge potential. But even though he had $2 million 

to start the new venture, that’s not what entrepreneurs need to do. What did he do? 

The same thing that brought him success before. He planned out his idea for the new 

business called Broadcast.com and approached a lot of brilliant people to join him. 

Can you see how powerful a single idea can be? It can be inspiring enough to attract 

people to work with you to help fulfill your dream. It can be motivating enough to get 

people to work for free in pursuit of making that idea come to life. There are many people 

who would love to own their own business, but they don’t have ideas of their own yet. So 

joining you to develop your idea helps them to achieve their own dream of owning part 

of a business.

Remember when we were talking about Ken McElroy’s real estate deals? Each of them 

starts with an idea of transforming a property into a money maker. Then he invites others to 

join him to make it happen. They come together, follow the plan, and everyone benefits. 

Ask yourself this question: Would you rather have $50,000 in cash, or a million dollar 

idea? In a world that focuses so much on money, it’s easy to forget that the value of 

everything always starts with a single idea. 

For Thomas Edison, the light bulb began as an idea. Mass production of automobiles was 

an idea Henry Ford came up with. Even newer companies such as Microsoft and Apple 

are both the products of single ideas. 

Creativity plays such an important role in this whole process. Imagine how exciting it 

could be to spend more of your time developing your creative genius rather than slaving 

away on the ideas of others.. Imagine how exciting it would be to have a creative team to 

For some people, ownership is better than money. 

Share your idea with them and invite them to help 

you make it happen.
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help bring your idea to life. When you share your ideas with others, the partnerships you 

create can be the source of tremendous value. 

Sometimes it can be difficult to share our best ideas with others. The rich know how to 

be unselfish, so it’s a skill you may need to develop for yourself. We have to be willing 

to let other people become wealthy with us. Because if you want to be rich yourself, you 

also want to enrich the lives of others. I can tell you this from personal experience, it’s 

a wonderful feeling to create thousands upon thousands of dollars and share that with 

other people. It’s a really good feeling and you feel very fulfilled when you can bless other 

people, too. 

When you share the wealth, you also share the risk of acquiring that wealth. Partners are 

willing to shoulder that risk with you. Employees, on the other hand, don’t want any of 

your risk. They just want a paycheck. If the company is doing poorly, employees will jump 

ship and look for greener pastures. Partners will dig in deeper to make success happen. 

You will develop a bond with the people who share ownership with you, and you’ll go 

into battle shoulder-to-shoulder to slay dragons together. It’s a wonderful experience. 

KEY POINT: Many people think that when you come to a fork in the road, one path leads 

to success and the other leads to failure. But in my experience, that’s not how it works. 

Here’s how it typically happens in the real world: you have an idea and you begin to act on 

it until you hit a roadblock or failure. Then you figure out how to overcome that failure and 

keep moving until you get to the next roadblock. This process repeats itself continually.

Remember: success isn’t just a destination, it’s also a process. It’s the journey of 

improvement and self-discovery. You will learn more about yourself on the road to 

success than you currently know. And the things you achieve will bless your life and the 

lives of those who join you.



The Rich Don’t Work Alone
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Now let’s talk about those failures I promised you.

This is a special segment because I am going to do something I’ve never done before. I’m 

going to tell you about some of my failures. And I’ll also show you some small successes. 

Like everyone else, I’m not comfortable exposing my failures. Over the past few years 

as I’ve rubbed shoulders with many of my mentors, they have shown me that failures 

are nothing to be ashamed of. They are merely life lessons that you learn from and 

move on. That’s the reason behind me sharing these failures with you: I want you to 

learn that it’s okay to make mistakes and even fall down. The key is to get back up 

again and keep moving. 

It helped me a lot to learn that my mentors have failed along the way. For example, 

Robert and Kim Kiyosaki failed many times before they finally got traction on the road to 

steady success. At one point, Robert had a Velcro wallet company that fell flat on its face. 

He was hundreds of thousands of dollars in debt. He had made a lot of money and lost 

a lot of money. Yet even today he will tell you that the pain of this process was important 

because it refined him. It changed who he was and it made him a better entrepreneur. 

Hearing him discuss his failures in this way makes me more confident, because I don’t 

need to be as embarrassed about my own failures. 

Several years ago a friend introduced me to a new business he was getting involved in. 

They had a new idea and were looking for partners to make it happen. The main business 

was a large retail operation that sold snowmobiles, ATVs, and personal watercraft. They 

also had a large repair shop in the back to fix all of these mechanical toys. 

When I went to listen to the new idea they were proposing, I was impressed. Basically, 

they were going to start a new membership club for their customers. Their original 

business model was all about ownership: if you want all these toys, you need to buy 

them separately. So a typical customer may own a motorhome, a boat, snowmobiles, 

ATVs, and more. Plus, they have all the maintenance and storage headaches of so many 

machines. Instead, this new idea was about selling memberships so customers wouldn’t 

have to own and store any of it. When they want a motorhome for the weekend, they just 

schedule it in advance and come pick it up. When the vacation is over, they bring it back 

and drop it off. This way, they could access all of the different fun toys without having to 

own and maintain them. It was a brilliant idea.
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Everyone in the group were great guys. I really liked hanging out with them and planning 

this new business. After a few meetings, though, the original owners said that it was time 

for us to put in money to get this thing off the ground. That was the first mistake of many.

My intuition told me that this business should be able to work without having to invest a 

lot of money into it. But when I explained that we should just start selling the concept to 

generate income to fund the business, my other partners outvoted me. They wanted to 

instead build the business up first before we started selling memberships. So we all put 

in a lot of money and they started buying a lot of equipment. 

As we got this thing off the ground, all the partners agreed to not take any money out 

of the business. We would just let any profits stay in the business to help it continue to 

grow. Within a fairly short amount of time, we had grown from that one location to seven 

different locations. On the surface, it certainly looked like we were growing. But by 

keeping all the money in the business, we made another mistake: we didn’t expect any 

cash flow from it, so we didn’t really have an asset. Our goal was to grow the company 

big and then sell the business to make our money. That was another huge mistake, 

because we didn’t look ahead to see that potential investors would never pay top dollar 

for a business that couldn’t generate cash flow. 

In the book Rich Dad Poor Dad, one of the important lessons is to mind your own business. 

In other words, you need to be actively involved in leading the business to ensure that it is 

heading where you want it to go. At this time, I was very wrong about what my level of activity 

in the business should be. My perception of a true asset was something I didn’t have to be 

involved in at all.

Smart investors don’t necessarily need to be involved with any of the day-to-day operations 

or management, but they do need to provide leadership. That was another mistake I made: 

I didn’t show the leadership that would have kept management accountable. I lacked the 

candor to speak my mind and demand that we follow correct principles. My other partners 

showed no better leadership than I did. As a result this business did not have a strong leader. 

It didn’t even have a weak leader. We still met as a partner team, but the meetings were 

usually about the need to invest more money to keep the company alive. The company had 

been growing steadily by taking on more and more liabilities which added to our expense 

load each month. Our bills were huge. 
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As we put in more money, it wasn’t helping the overall situation of the company at all. 

The money was only a bandage to get us by for another month or two. But the wound 

was far deeper than we could imagine. It went on like this for six or seven years.

Finally the situation got so ugly that we knew it was time to get out of the business. 

We didn’t want to declare corporate bankruptcy, so we found someone who had been 

successful in a similar business and basically gave it to him. He was a great leader and 

saw the opportunity to clean this business up, so he was willing to take on many of our 

liabilities and turn them into assets. We made so many mistakes that it got beyond our 

ability to clean it up. 

We lost all the money that we put into that company. It was definitely a disheartening 

time of my life. But even worse, I lost a friend. Over the years we were in that business, 

I developed a very good relationship with the original owner. He was a good man, a 

good husband and father, and a good friend. Yes, I was upset that the business failed. 

However, I was even more sad that since that day he and I haven’t spoken once. I would 

welcome the opportunity to speak with him again and move on from the past. For some 

reason, though, the large amount of money that was lost caused such great discomfort 

that he simply doesn’t seek out my company. 

Interestingly, I am still great friends with my fellow investing partners in that business. 

Having learned valuable lessons from our mistakes, we simply shrugged our shoulders 

and moved on to the next investment opportunity. Dwelling on past mistakes is only 

valuable when we can learn from them. The future is much more interesting for what it 

can give us.

I don’t want to sugar coat that experience. Losing the business was a difficult time. At that 

point, I could have closed the door and decided to never go into business with anyone 

again. Instead, I decided to make it a learning experience—no matter how painful. As I 

examined what happened, here’s what I realized:

I had been a poor leader 

Throwing money at a problem rarely solves it

Cash flow is essential—a business should create money instead of sucking 
money from your pockets
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Those lessons were fantastic to learn. Much like Robert, they have refined me and 

helped me go into new business partnerships more intelligently. Now I keep my eyes on 

the most important things. 

So now let me show you the different ways I failed in another business. With this 

business, I didn’t put any money into it. It was a true partnership where we all contributed 

a lot of hard work. Yes, it eventually failed. But the assets I received from it are now 

blessing my life in exciting ways that I will share with you at the end of the story.

Back in 1997, I had an idea. I had been working in the ecommerce arena for a while and 

saw what was happening with the growth of the internet. At that time, it was difficult for 

people to connect with each other over the web. There was email, but that was about it. 

Web sites were one-way communication: you typed in the address of a site and looked at 

the information they displayed. 

So my idea was to connect friends and family together. I was pretty technologically savvy, 

so I imagined using this platform of the internet to bring people together to share our 

lives and experiences. It would help transform our computers into gateways for stronger 

human relationships. 

At the time, I had family members living in Michigan that I rarely ever saw. Travel and long 

distance phone calls were expensive, so we didn’t really interact. As my creativity started 

getting revved up, I thought about how cool it would be if someone could post a video 

on a special web page of their son scoring a touchdown. Or showing photos of a family 

vacation. Or even just sharing thoughts about what was happening in their lives. I would 

love to see that kind of information from all my family members and friends who are living 

in different parts of the world. It would be a great way to use technology to make the 

world a smaller place. 

Of course, no one had invented the term social networking yet. No one knew what it was 

yet. And I certainly didn’t coin the term. But I did come up with the idea.

At that point, I shared this idea with a few people close to me who I thought could add 

value to it. I didn’t ask them for money. I asked them to partner with me. And they did. 

One partner was an amazing computer programmer, so he did all the technical stuff. 

Another was very good at marketing, so he provided all of that expertise. Over the 

course of just a few months, we created this new company and the web site service we 

would offer to the world. It was called FamilyParade.com. 
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This business allowed customers to post information, photos, and even videos. It allowed 

them to create quizzes and incorporate news feeds. We provided all of this and more to 

our customers way back in 1998. 

Without spending hardly any money we attracted customers and had some cash flowing 

into our bank accounts. But we could never get it to grow big enough to make it worth 

our time. Internet speed at the time was still very slow, and cell phones in those days 

didn’t have ability to take pictures or videos. Overall, there were too few people online. 

So we eventually just shut it down. This one hurt worse, because it was my idea. It was 

my baby. For a long time after we closed the company, I couldn’t bear to let the domain 

expire until just a few years ago.

Here’s the question: if this was such a great idea, if I chose good partners, and if I 

didn’t dump in a lot of money, how did it fail?

Despite doing so many things right, we failed because of timing. This was the age of slow 

dial-up internet connections. It was before smart phones. It was even before most people 

understood and used the internet every day like we do now. 

I still remember the moment when I realized this business wasn’t going to fly. Standing in 

front of an audience in Phoenix, Arizona demonstrating FamilyParade.com, a gentleman 

asked, “Why would I ever want to post a picture of myself or my family on the internet?” 

We were simply too early to make this work. So in 2001 I went to my partners and told 

them it was time to pull the plug on it. We had worked hard and did something very cool. 

But it wasn’t going to happen for us. 

When you compare the two failures, it’s easy to see that the second example had so 

many other positive things going for it. We avoided a lot of the problems of the first 

example. We set things up the right way. We had a group of great partners. We worked 

our business. For this idea and this business, the timing didn’t work out. But because we 

started the business with no money, our losses were limited to time, a heck of a lot of 

work, and a large blow to our pride. 

Do you see how we essentially created 
Facebook before there ever was a Facebook?
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One of the great things I have learned as a Rich Dad Advisor is how to learn the lessons 

within my mistakes and failures. Here’s one of the lessons they taught me: out of every 

bad deal can arise a good partner, if you choose to find it. If you remember, the partners 

I brought in weren’t looking for money. We had a mission and a business that we were 

trying to achieve. They were willing to work for free in exchange for ownership. 

Together, the team we built had faith that someday our efforts would bear fruit. That’s 

why we worked for free. Working as a united force like this helped us create a strong 

bond. The first business I told you about didn’t have that same kind of bond. That 

relationship was based on how much money we could bring to the table—not the 

creativity or entrepreneurial spirit that burns within each of my investor partners. In the 

first business we threw money at the problem instead of creativity and leadership.

So let me fill you in on what has happened since we closed the doors on FamilyParade.com. 

First, I’m still good friends with all of these partners. We talk frequently and see each other 

socially. We still talk about new ideas and new businesses. In fact, I even started another 

business with one of these partners. We did it with no money, and we have made hundreds 

of thousands of dollars together. This new business is just getting rolling, and we have built 

our team for growth. That’s the power of surrounding yourself with great people.

KEY CONCEPTS:

Create an idea

Share that idea with others who are willing to help you develop it

Giving ownership can be more powerful than giving money

Success comes through building a team of smart people

Out of every bad deal can come great partners
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Imagine how great it would be to travel into the future. You could grab a newspaper to 

see where stock prices would be, and then take advantage of that information when you 

return to the present. 

I don’t have a time machine to go into the future, but I have seen how others have 

peered into the future with good success and then learned to follow their example. 

Remember a few chapters ago when we learned about Mark Cuban? He’s the guy who 

grew businesses from nothing until he ended up selling his biggest success, Broadcast.

com, to Yahoo for $5.7 billion in a stock swap deal. This means that instead of getting 

cash, he and about 300 of his employees who had ownership received a heck of a lot of 

Yahoo stock.

This is when the story gets really interesting. Cuban, of course, held the major portion of 

the ownership. But this deal instantly made all 300 of those employees into millionaires 

on paper. The value of all their Yahoo shares put them into a very wealthy category. 

When Cuban received his Yahoo shares, he thought about his situation. All of his newly 

created wealth was totally dependent on the success of Yahoo. In his mind, this was a 

pretty big risk. What would happen if something happened to the company and the share 

price dropped? What if the overall stock market tanked?

As he peered into the future, Cuban didn’t like what he saw.

So he decided to do something about it. At the time, Yahoo’s stock price was in the 

hundreds of dollars. With the help of his mentor team, he used a hedging strategy to lock 

in his profits. 

Not long after, guess what happened? The internet bubble burst, and Yahoo’s stock price 

plummeted from its lofty heights down to almost nothing. Almost overnight, the value of 

the company dropped 97%. Those 300 employees he helped make millionaires had their 

wealth wiped out by something they never expected.

However, Cuban’s wealth was untouched. His hedging strategy worked like an insurance 

policy to protect his billions of dollars. He made that smart move not because he was 

more intelligent than others, but because he dared to look into the future and see what 

forces could take his wealth from him. Then he took action to put intelligent defensive 

strategies into action.
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Here’s what’s interesting for us: Even though you don’t have billions of dollars to 

protect, you can still learn about the simple and inexpensive strategies Cuban used to 

benefit your own situation. If we learn to peer into the future, we can see opportunities 

to generate profits that cost virtually nothing when compared to the price of other 

investments. 

So the big question is this: How in the world did Cuban know the Internet bubble was 

about to burst? 

In this chapter I will introduce you to some of the ways anyone can peer into the future. 

I have many secrets and tricks that are useful when I need to make decisions about the 

future, but let’s start at the beginning.

The rich learn to predict the future in two ways:

They know what is likely to happen 

They know when it is likely to happen

With knowledge and a basic understanding of some simple investing strategies, you can 

position yourself to profit. 

If we want to look into the future, what kinds of things should we be looking at as investors? 

What are the best potential scenarios we can take advantage of to generate income?

One of the simplest ways to look into the future is by looking at major trends. Think about 

how difficult it is to get a fully-loaded train moving when it’s at a standstill. A tremendous 

amount of force is needed to get those wheels moving a little bit. Once the train is in 

motion and picks up speed, it is equally difficult to slow it down. Because of that, it makes 

it easier to determine where it will be in the future. You can easily calculate the speed 

and direction of the train to see where it will be at a certain point later.

The same is true when you want to understand where the economy will be in the 

future. The train we analyze is the financial situation of the country we are interested 

in. For example, we can look at the financial statement of the U.S. government and see 

that things aren’t looking very good. The deficit is unsustainable, especially when you 

consider all of the additional expenses that have been promised to the retiring Baby 

Boomer generation. As expenses skyrocket, tax income will simultaneously be dropping. 

This train is on a certain course, and we can see where it will probably end up. 
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When we understand how to analyze the future like this and see where it’s going, we can 

invest in simple ways to take advantage of what will most likely happen. Instead of being 

part of the group that will be devastated if a major financial crisis occurs, you can find 

opportunities that actually pay you when the overall economy tanks. 

I can help you discover a technique called fundamental analysis (which I cover in great 

detail in my course called The 4 Pillars of Investing) to look at patterns on an income 

statement and the balance sheet. This helps us understand where an organization is 

at in terms of its ability to generate money now and in the future. Examining financial 

statements of a nation can also help us understand where the real estate market is likely 

to go as a whole. And the statements of an individual real estate project speak volumes 

about the project’s likelihood of success. Analyzing the fundamentals is also an important 

way to look at stocks and commodities such as gold. 

Those are two of the most useful methods of seeing what is likely to happen in the future. 

Now let’s look at how we can determine when they are likely to happen.

Since we don’t have a crystal ball to tell us exactly when these opportunities will occur, I 

like to set up alert systems to clue me in when the time is getting close. 

For example, I’ve never quite outgrown my love for warm chocolate chip cookies 

and a cold glass of milk. Our family loves to bake cookies together and everyone 

has an assignment. One of my jobs is to turn on the oven to bring it up to the proper 

temperature. When I turn on the oven, I know that it will eventually get to that target 

temperature. However, I don’t know exactly when it will get there. I know the direction 

it’s heading, but not the exact time it will be ready. That’s why there’s an alarm on my 

oven to let me to let me know exactly when I can put my cookies in to bake at the perfect 

temperature. We want to create similar types of alarms on our investment opportunities 

so we don’t miss out. 

To do this, we use another method called technical analysis (also covered in The 4 Pillars 

of Investing). When we were looking at how to determine what will happen in the future, 

we looked primarily at the financial health of the organization we were interested in. As 

we try to determine when it will happen, we now want to look for patterns in the price 

movement of the investment itself. For example, looking at charts of the numbers gives us a 

picture of how they are moving. Often, chart patterns will appear that show us what is really 
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happening in the minds of other investors. Is the market ready to push the stock higher? Is 

it losing steam and ready to drop? Or is it just moving along in a lazy sideways pattern? 

Even better, technical analysis gives us specific tools that can help alert us to important 

patterns in the early stages. Which means we can then decide whether we want to take 

action on that investment opportunity. This puts you at a huge advantage over most 

people who either guess with their investments or just park their money for the long term 

and hope it goes up. Your decisions can be based on intelligent indicators that can help 

you spot the best times to get in and get out.

If you could have the power to predict the future do you feel you would become 

successful even if you had to start with no money?

Think back to the parable from Chapter 1 about the man who found a handsome suit. Even 

though he had no idea that the price of the suit would increase so sharply, he reaped the 

good fortune when it did. Anyone can get lucky once. But what if you had a way of knowing 

when that athlete was making an appearance wearing that suit? What if you knew how to 

anticipate other events that could provide you with good profit opportunities?

Trading with inside information is, of course, against the law because knowing the future 

gives people an unfair advantage. What many people don’t realize, though, is there are 

totally legal things you can do to see into the future. 

As you pursue deeper levels of financial education, your understanding of how to predict 

the future will continue to grow. This is one of the most important things you can do to 

improve your profit-making ability.
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In my world of paper asset investing, there are three main categories of investments we 

can choose from:

Debt (bonds)

Equities (stocks)

Derivatives (options and futures)

To invest in stocks or bonds requires a pretty substantial amount of money to control 

enough units that can allow us to make a reasonable profit. Derivatives, on the other 

hand, give us the power and leverage to control many units with a very small amount 

of money.

Recently, Apple Computer initiated something called a stock split. Basically, this creates 

more shares of the stock available at a lower price per share.  Before the split, Apple 

stock was available on the market for $455 per share. To get ten shares, that would take 

$4,550 out of your pocket and tie it up in this one investment. We strive to invest with no 

money (Secret #1) and to gain infinite returns (Secret #2). Stock market investing is no 

different—our goal is to invest with as little money as possible while wisely managing risk. 

Remember that the man in our parable never actually bought the suit. Instead, he walked 

away from the shop with the choice to buy the suit. Another word for choice is option. 

So instead of buying the Apple stock at $455, we can look on the market and see that 

there are options to buy this stock at $455. Remember, an option gives you a choice to 

buy. You’re not forced. In the story, the merchant offered the layaway option for free. In 

the stock market, this option to buy Apple stock isn’t free, but it’s priced very low. We 

don’t have to pay the full stock price of $455, but just $26. It’s not zero, but it’s very close 

to it for a stock market investment. Ten of these options are available for just $260. For 

someone who wants to start magnifying their wealth, that’s an amount of money that can 

be acquired through a part-time job or by having a garage sale.

In other words, for just $260 we can control $4,450 worth of Apple stock. That is called 

leverage, and gives you a lot of investing power without costing a lot or going into debt.

Always remember our early example of putting that suit on layaway at the store. The 

clerk promised to sell the suit for $1,000 and gave a slip of paper as proof. That little 

slip of paper is actually a contract that gives us an option to buy the suit at the pre-

determined price. Although it represents the suit, it isn’t the suit. That’s what we call 
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a derivative. It’s not the actual thing we want, but it represents the thing we want. 

Derivatives help us move our initial investment goal close to zero. 

In the real estate business we can create derivatives that literally are at zero. It’s a 

technique called wholesaling, and numerous people I know have started their investing 

with absolutely nothing using this technique. That’s why learning about how to use 

derivatives as a powerful investing lever should be on your list of financial topics to 

learn about.

In the world of stocks, this kind of derivative is called an option. As we showed earlier, it 

is a contract that gives us the option to buy or not buy a certain amount of stock at a pre-

determined price within a certain time period. It’s exactly like our suit example.

This is where many of the secrets we’ve learned about come together. When we learn 

to predict the future of a stock price based on reliable patterns, we can use options 

to position ourselves to profit from where we think that stock will move. And because 

options allow us to control a large amount of stock with very little initial investment, we 

can push it much closer to infinite returns. 

Using derivatives such as options is an excellent strategy that can work equally well for 

small investors and very rich investors. When Mark Cuban hedged against his Yahoo 

stock, it was a simple strategy applied to a large number of shares. Warren Buffett 

trades options to rake in huge amounts of money. Using one simple derivative strategy 

with Coca Cola, Buffett brought in $7.5 billion in a transaction. That is how the rich use 

derivatives to magnify their wealth so quickly.

Knowing that the top investors in the world use derivative strategies available to you and 

I gives us great confidence. Because we see the results and know it can be done. 

When you learn these strategies and how to manage the risk, you will have everything 

you need to create your own cash flow from the stock market. Knowing how to make 

your own money is always better than being handed a wad of cash. It gives you freedom 

and flexibility to live on your own terms.

NOTE: You can learn more about how to understand and use derivatives to create 

your own cash flow from the stock market in my online training course called The 4 

Pillars of Investing.
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Think back to the beginning of this book. I showed you some of the top investors and 

business people in the world. Then I asked this question: If you could take away all of 

their wealth and possessions, where do you think they would be in five years?

Would they be homeless somewhere? Or would they be on their way back to the top?

It should be clear that they would indeed be building their wealth again. Even if they had 

to start again without a single penny, each of them possesses the ability to acquire it 

again. It’s not because they are more intelligent or more gifted. Instead, it’s because they 

have built their financial knowledge by educating themselves. 

This isn’t the kind of knowledge that comes from a college course. What I’m talking about 

is how the real world works. The secrets of the rich that I’ve shared with you here are part 

of this important education. It’s available to anyone, but sometimes you have to find it in 

places you don’t expect. Because you don’t learn this from college professors—you learn 

it from business people and investors who have learned it through trial and error. You 

learn it from people who have paid the price through expensive mistakes and failures so 

you don’t have to suffer the same way.

My top priority in this book has been to help break the old way of thinking that says you 

need to have money to make money. You have seen through multiple examples and 

discussions that this is clearly not the case. 

The only thing standing in your way of becoming a strong investor is you.

It’s easy to set goals and dream big. But it takes courage to do something new and 

different to make it happen. Following your old path will not take you to a better 

destination. By putting new financial knowledge in your head, you will have the ability 

to be more creative in your life. You will see the world in new ways, and identify new 

opportunities you couldn’t see before.

This is the most powerful secret of all: 
money comes from education.
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There are many things you can learn in life. But not all of them are vital to your success 

as a person. I encourage you to make time in your life for the kind of education that will 

help you become who you know you can be. 

This is an important lesson that I learned from my own mentors, and it has made all 

the difference. 

Right now I want to congratulate you for having the desire and energy to discover the 

truths we’ve discussed here. I honor you and I’m excited to continue working with you. I 

hope you review this material over and over again to gain new things to think about and 

new actions to implement. 

Find the mentors, choose your asset class, use these secrets of the rich and I wish you 

the best of success. 

Now I’m really excited to share with you some resources and services that I have created 

to help investors of all levels. I think you will find ways to build your own base of financial 

knowledge, and help you generate cash flow through smart and safe investing…
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Congratulations!

Now that you have learned these nine secrets of the rich, you’re prepared to continue 

your investing education.

There are many ways to enhance your learning. But the most important thing to 

remember is this—keep moving forward!

Life has so many ways to sidetrack you and delay you from achieving your best. That’s 

why it’s vital that you continue learning and growing to master the areas of investing and 

business that interest you.

As I told you earlier, my investing area of focus is paper assets in the stock market. So I 

have created the following training resources to help you get started:

The 4 Pillars of Investing – This is the investing education I wish I had when I first started 

in the stock market. I give you the knowledge foundation you need to begin investing on 

your own with intelligence and confidence. Get more info at www.4pillarsofinvesting.com

Andy’s Mentor Club – Watch over my shoulder every week as I meet with my mentors to 

discuss the opportunities we see in the market and set up actual trades. Get more info at 

www.andysmentorclub.com 

In addition, you can sign up for free news and updates here:

www.TheCashFlowAcademy.com

And be sure to follow me and keep me posted on your progress:

Facebook: facebook.com/andytannerrichdadadvisor 

Twitter: twitter.com/andytannerstock

To your success! 

Andy Tanner


