
THERE IS NO SECURITY ON THIS EARTH. THERE IS ONLY OPPORTUNITY.
—DOUGLAS MACARTHUR

OPPORTUNITIES ARE USUALLY DISGUISED AS HARD WORK, SO MOST
PEOPLE DON’T RECOGNIZE THEM.

—ANN LANDERS

6
OPPORTUNITY: HOW TO FIND IT, FUND

IT AND FARM IT

1. __________________________________________________________________________
“So what did you learn in the last hour?” I asked when we’d returned to work.

Philip responded first. “Don’t let fear conquer you. You conquer fear.”
“Wealth is out there. We just have to go for it,” Mary added. I nodded toward Nora for

her response. “It’s OK to fear, as long as I don’t let the fear rule me.”
“Good,” I said. “Steve? How about you?”
“I’m still thinking about that picture of the horse and rider,” he said, still a bit unnerved.

“Why couldn’t I see the figures in there? Maybe I’m a single-minded person. If I blast an
image on my mind, I really can’t see anything else.”

I was secretly pleased that Steve was a bit rattled by his experience in self-discovery. He
had actually experienced blindness— being unable to see what others around him were seeing.
Maybe now he would begin to question the way he saw the world. How can you escape from
an old world if you don’t question the assumptions that keep you a prisoner there?

“Being single-minded and determined is great,” I said, “but you can become fixated on the
wrong thing. So be determined to be creative—single-mindedly open to every opportunity.”

I went on to explain that the key to making more money is to capitalize on more
opportunities. Old-world thinkers miss a lot of opportunities because they start off from the
assumption that opportunity is scarce. No wonder they can’t “see” it. Creative, new world
thinkers keep their minds open a bit longer, deferring judgment, expecting to find opportunity,
and are not surprised when they do. I had prepared another demonstration to teach them more
about the art of recognizing hidden opportunity.

“Mary, would you come up here for a second?” I requested.
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I seated her at a small table. Before her lay a royal blue jeweler’s felt pad with two
sparkling stones in the center of it.

Using a pair of long silver jeweler’s tweezers, I moved one of the shining stones. “This is
a half-carat cubic zirconium—nothing more than a piece of glass polished and faceted to look
exactly like a diamond. It’s worth less than five dollars. The stone beside it is a genuine half-
carat diamond worth fifteen hundred dollars.”

I took a small, round magnifying glass—jewelers call it a loupe— out of my pocket and
placed it on the blue pad next to the tweezers. “Mary, I told you that you were going to learn how
to spot opportunities. Here’s the first one. Pick the real diamond and you can keep it. Choose
wrong and you get nothing ... or I’ll pay you a dollar to pass up this opportunity altogether. But
before you make up your mind,” I added quickly, “I need to make one small adjustment.”

I then produced a small box containing forty-nine other cubic zirconiums and dumped
the stones onto the blue velvet pad, mixing all of them together. I watched the reactions of
those in the room out of the corner of my eye. The Challenge participants gasped. Even
members of the film crew, who were supposed to be professionally detached, were shocked,
assuming that the diamond was now lost in the gittering confusion.

Mary hesitated. I savored her indecision. This was exactly the reaction I’d hoped for.
“How much time do I get?” she asked.

“One minute,” I said. “Which will it be? The dollar bill or the chance to find the diamond?”
“I want the diamond.”
“You could end up with nothing. How much would I have to pay you to not take the

risk? Twenty dollars?”
“Nope. I still want to go for the diamond.”
“Fifty?”
“You’re getting warmer,” she said, softening.
“So you can be bought off, can you?”
Steve joined in the discussion. “It’s like Bob Barker and ‘The Price Is Right,’ Mary. You

can either have a thousand dollars or what’s behind door number three.”
We all laughed.
“Isn’t life like that?” I asked. “Don’t a lot of people go for the sure thing, working at jobs

they hate? They get bought off—some for twenty thousand dollars a year, others for fifty
thousand. Just like you, Mary. You couldn’t be bought off for twenty, but when I got to fifty, I hit
your greed button. Some employees will put up with anything for a price: frustration, boredom,
anger, humiliation. Why do they do it? Security! But experience has already taught you that job
security is just an illusion. OK, Mary, which is it? Fifty dollars or a chance at the diamond?”

“I guess I’ll take my chances.”
“OK. Your minute just started.”
Mary fumbled for the loupe and tweezers and began poking around in the pile of stones.
“What are you looking for, Mary?”
“The brilliance of a real diamond,” she mumbled, determined not to lose her concentration.
I slipped a glance at Steve. He was on the edge of his seat. Fifteen hundred dollars would

just about pay the past-due hospital bills for his three-month-old son. Besides, he knew
something I didn’t: Mary had grown up working in her father’s modest jewelry store.
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Everybody cheered her on. “Come on, Mary. You can do it. Think positive, Mary.”
Philip’s eyes never strayed from the shining pile of stones. A week ago he had been

collecting aluminum cans for grocery money. A lot can happen in a week.
With two seconds to go, Mary isolated one of the shiny stones at the side with the

tweezers and looked up at me hopefully.
I examined the stone she had picked. “Nope. Sorry, Mary. Here, you can keep it.” I

dropped the stone into her outstretched palm.
Then I asked, “Why did you pass up the fifty dollars? It was a fifty-to-one gamble.”
“Yes, but I could have had the diamond. I thought you were encouraging us to take risks.”
She had a good point. I had encouraged her to be wary of security and more comfortable

with risk. But some risks are unacceptable. Many beginning business people overlook this.
Freedom is so important to them that they’ll run any risk to obtain it. Like opening up a
restaurant without any prior knowledge or experience. Safer to take the family nest egg to Las
Vegas and blow it on one spin of the roulette wheel. Without knowledge and a workable plan,
you are gambling, with little or no chance of success. Smart investors don’t gamble. They
make sure the odds are stacked in their favor. Then they play. They might still lose, but the
risk is significantly reduced.

How do you reduce the risk of failure? You need a system.
“Mary,” I said, “let me show you my system for finding the diamond every time. First,

turn all of the stones face down with the points sticking up, so that they all look alike. That
way the small differences will stand out like sore thumbs.”

I bent over the blue velvet, scanning the seemingly identical stones. In only a few
seconds I picked out the diamond. I explained that the real diamond had a flaw that was
visible to the naked eye. The fancy jeweler’s tools I provided weren’t necessary. Quite often,
fancy tools—computers and calculators—just get in the way of plain common sense and a
simple system. It was now Mary’s turn again.

“You try it, Mary.”
I dropped the genuine diamond next to three fakes and mixed them up. She arranged the

four stones as I showed her and examined them carefully. “This one has a spot in it.”
“That’s called an inclusion,” I said. “It’s just a speck of carbon. An imperfection. In other

words, it has a problem. The cubic zirconiums are perfect. No imperfections. No problems.
That’s why they aren’t worth as much. Isn’t that completely backward from the way the world
thinks? Most folks never expect to find any value in a problem. This is such an important
point that I refer to it as a wealth secret.”

WEALTH SECRET NO.4. ALL OPPORTUNITIES ARE DISGUISED AS
PROBLEMS.

“When it comes to real estate investing,” I continued, “most properties look pretty much
the same to the untrained eye—little houses all in a row. Just like so many cubic zirconiums.
But an expert has learned to spot the little problems that are really opportunities in disguise.
Maybe it’s an obvious flaw, like peeling paint. Or a little flaw, like grass that’s too tall. The
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average person thinks negatively: ‘Yuck. What an eyesore!’ But the expert sees every problem
as a potential opportunity.”

I tested Mary with ten stones. Since she now had a system, picking out the diamond from
ten stones was simple. When I challenged her with all fifty stones she readily accepted. Before
her minute had elapsed she isolated one stone and said, “It’s this one.”

She had picked the correct stone.
“Unfortunately,” I said, “you don’t get to keep this one. But you do get to keep

something far more valuable. You see, knowledge plus practice becomes experience.
Experience over time equals confidence. If you’re confident, you won’t be afraid. And if
you’re not afraid, the world is yours.

“It wasn’t luck at all, was it, Mary?”
She shook her head. I walked over to the table, surveying each of them in turn. I could

see that they were wondering what diamonds had to do with real estate. I felt like an attorney
approaching a skeptical jury. The time had come for me to drive my point home.

“Life hasn’t dealt any of you a very good hand. You feel down. Discouraged. Your
confidence is at an all-time low. But with knowledge and practice and a few small successes,
it won’t be long before you’ll be back on track. I’m going to teach you a system. A simple but
effective way of separating real estate diamonds from zircons. Did any of you drive by any
property this morning on the way to the hotel?”

They all nodded.
My goal was to convince them that they had blindly driven by millions of dollars in

potential profit that very morning, simply because they didn’t know how to tap into it. As I
built my case, I related a story.

“An expert was called in to fix a broken factory machine. With the superintendent
looking on, the expert assessed the situation, spotted the problem, took out a hammer and
tapped the machine twice in the same spot. The machine started right up. He informed the
superintendent that his bill would be $250. The superintendent was furious. ‘Two hundred and
fifty dollars!’ he shouted. ‘All you did was tap it with your hammer. I want an itemized
statement of the charges on my desk by tomorrow morning!’

“The next day when the superintendent arrived for work, he found the following bill on
his desk:

Tapping with a hammer …....…$ 1
Knowing where to tap……......249
Tota1 $250

“If you know where to tap, it’s easy,” I said. “If you don’t, it’s one of the most difficult
things in the world. The rich get richer because they know where to tap. The poor get poorer
because they don’t.

“The first step in learning where to tap is to understand the next wealth secret.”
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WEALTH SECRET NO.5. UNTIL YOU KNOW VALUE, EVERYTHING
IS WORTHLESS.

“Suppose you found a dime in the attic and you spent it without knowing it was a rare
coin worth tens of thousands of dollars. Since you weren’t an expert, the coin was relatively
worthless to you, wasn’t it?

“Likewise, all of those bargain properties you drove by this morning, were also worthless
to you. However, once you learn the difference between a diamond and a fake, then even the
fakes are valuable. Mary, didn’t you learn something from every stone? Sure! You learned
whether or not it was a diamond. So every time you examined a stone, it was a valuable
experience. Until you know value, everything is worthless. But once you know value,
everything is valuable.

“Unfortunately, you don’t find gold lying in the streets. You have to dig for it. In the
same way, valuable opportunities are often camouflaged, hidden, disguised. But, once you
learn where to tap, you enter a new world where opportunity is everywhere.

“Every day people drive right on by these opportunities unaware—caught up in their old-
world problems. Going to work in the salt mine where salt is plentiful and labor is cheap.
They opt for a salt miner’s secure salary over a diamond miners insecurity. Did you know that
the word salary actually derives from the Latin word ‘salarium’? Long ago, when salt was a
precious commodity, many Greek and Roman workers used to be paid in salt. They received a
salarium—salt money. Thus, our word salary.

“America is full of salt miners. That’s what they’ve been programmed to do. ‘Daddy was
a salt miner. So was my granddaddy and his dad before him. All I know is salt mining. Don’t
teach me about diamonds.’

“Now, I’m not saying that having a job is bad. Even if you don’t love your job, it can be
an excellent launching pad from which to gain experience, confidence and stability. But some
people were cut out to be diamond miners. Good diamond miners don’t settle for salt money.
Why settle for a minimum wage when you can have a maximum income? They learn where to
tap. And the more they tap, the wealthier they become. Do you need a lot of money, a good
job or a good credit rating before you can learn where to tap?”

“No,” they all replied.
“But most Americans have this just completely backward. They’ve been programmed all

their lives to believe that ‘it takes money to make money.’ So they don’t even look! Let’s not
be like the masses. Let’s do just the opposite. Let’s concentrate on finding opportunity. Is each
one of you in the process of finding some opportunity right now?”

They were silent, uncertain of where I was taking them.
“Didn’t I give you an assignment yesterday? What did your newspaper ad say, Philip?”
“I buy houses.”
“You? Buying houses?” I mocked. “Come on, Philip! Get serious. You don’t have any

money to buy houses!” I paused to make my point. “But the people who respond to your ad
don’t know this, do they? What else does your ad say?”

“Easy terms.”
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“Yeah,” I joked. “Going to have to be real easy for you. Why do you want people to call
you on that ad?”

“Because I want to buy a house.”
“Not just any house. You want to buy the right house, the diamond house. The profitable

house. The opportunity house. Like a diamond miner, you will sift through a lot of gravel
before you spot a genuine stone. Using my simple system, you’ll be able to spot the good
ones from the bad ones. If someone calls in response to your ad, you’ll ask a series of
questions. You’ll score each answer. If the total of the scores is high, you’ll continue. If not,
you’ll discard it. It’s a cubic zirconium.

“Before I share this system with you, I want to pause a moment. I hear some clicking in
the room. Can you? It’s the clicking of minds turning off. It’s hard to keep your mind open to
opportunity when you know that you don’t even have a job. Try to keep an open mind. You
already have almost everything you need. You are all go-getters. Each one of you was dealt a
winning hand. It may not look like much to you. But you will soon see how valuable you
really are.

“Mary, what did your ad say?”
“Something about a one-hour seminar about investing in St. Louis property.” It was

obvious she wondered why I had had her place such an ad.
“First you find an opportunity. Then you find a partner to help you buy it. One way to

find a partner is to hold a free seminar about finding real estate bargains. Won’t this attract
potential partners? So now you see that there is a method in my madness.

“What does a bargain property look like? Let me share an example with you. Just a few
months ago Tom Painter started out as a beginning investor like you. He placed his ad in the
paper. A seller—let’s call him Mr. Motivated—called with a problem. A year earlier Mr.
Motivated had sold a house in city A to move to city B. The sales price was $52,000, with the
buyer putting $8,000 down and agreeing to a balloon (lump sum) payment of $17,000 in one
year. Mr. Motivated bought another home in city B, using the $8,000 as a down payment and
agreeing himself to pay an additional $17,000 in one year, relying on the money due at that
time from the sale of his home in city A. Unfortunately, when the year was up, the buyer of
the house in city A stopped making mortgage payments and moved out of the house.
Obviously, Mr. Motivated has a problem. What is it?”

“The seventeen-thousand-dollar note is due,” Mary responded.
“He has two homes in separate cities,” said Philip.
“And two mortgage payments,” I added. “The holder of the seventeen-thousand-dollar

note on the house in city B has threatened to foreclose if he doesn’t get his money. Mr.
Motivated could lose both houses! That’s when he sees Tom’s ad in the paper. What should
Tom do?”

Nora could quickly see a solution. “So he gives you a deal on the first one…”   
“Now, don’t get too creative yet, Nora,” I warned. “Before you come up with solutions,

first gather all the facts.’
I then proceeded to role-play with them a conversation with the seller. I asked Mr.

Motivated three more questions: his mortgage balance ($27,000 with payments of $350 per
month), the current value of his property ($60,000) and his bottom line (all he wanted from
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the property is $17,000). Having gathered this information, I held my hand over the imaginary
telephone receiver and thought out loud.

“Hmmmmm,” I pondered. “The property is worth $60,000, and the loan balance is only
$27,000. If I could only come up with $17,000 to buy this property, I would be paying
$44,000 for a $60,000 house (27,000 plus 17,000 = 44,000). Sixty cents on the dollar. Sounds
like a bargain! I’d better dig a little further.”

Speaking to the group again, I continued, “Do you see the creative mind at work? An
uncreative investor would have said, ‘I don’t have seventeen thousand dollars, so there’s no
use checking further.’ But a creative person always wonders, ‘What if . ..‘ ‘Would this be a
good deal if I had the money? Is there a way to solve this problem without a lot of money?
Let’s massage the numbers a bit more. Maybe a solution will present itself. Things look like
this, don’t they?”

“Mary, how would you get the seventeen thousand dollars?”
She pondered for a moment. “I would borrow it using the house as collateral.”
“But, Mary, can you qualify for a loan? When you go down to the bank to apply for the

new seventeen-thousand-dollar mortgage, what is the loan officer going to ask you?”
“How is your credit?”
“Exactly,” I said. “And other questions like, Where is your down payment? How much

do you earn? Can you support the payments on this new loan of seventeen thousand dollars?
And when you tell him that you are unemployed, what is the banker going to say?”

Nora interrupted. “He’s going to laugh.”
“Yes. How humiliating! How discouraging! You found a bargain—a problem with a big

opportunity camouflaged inside of it. It was even win/win—didn’t have to take advantage of
anybody. Too bad. I guess we’ll just have to let it go, eh, Philip?”

“Maybe we can find an investor,” he wondered. I was glad to see his mind was still
searching for solutions.

“That’s creative,” I said. “If an investor used his credit to borrow seventeen thousand
dollars from a bank, how much of his own money would he have to invest in the property?”

“A total of forty-four thousand dollars,” Philip guessed.
“Guess again.”
“Zilch. Nothing,” Steve said.
“Correct. Nothing down. You use creativity instead of cash. With a partner’s help, you

arrange for a new, second mortgage of $17,000. The cash from the new loan goes to the seller.
He is thrilled. The investor buys a property for nothing down. With loans of $44,000 ($27,000
plus $17,000) and a value of $60,000, there’s a $16,000 profit in this nice home. Do investors
like transactions like that?”

“I think so,” Nora said.
“He’s used to investments that require lots of cash and yield only ten to twenty percent.

Your real estate investment gives him a sixteen-thousand-dollar profit without using any cash.
Your partner won’t care how broke and unemployed you are as long as you keep bringing him
properties like that! Do you think this investor might be willing to split profits with you? He’d
be crazy not to. If you know where to tap, you’re halfway there.”

“But suppose you can’t find a partner?” Nora asked.
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Philip’s mind was abuzz with ideas. “What about asking him to do a second mortgage,”
he suggested.

The light of understanding also illuminated Mary. “That’s it,” she said. “Have Mr.
Motivated borrow the money himself before you buy his property from him.”

I sensed a teaching moment and changed into the role of the seller, pretending that this
solution had just been presented to me.

“What?” I asked incredulously “Why would I want to borrow against my own property?”
Steve caught on to the role-play. “Because, Mr. Motivated, this would be a solution to

your problem. You borrow the seventeen thousand dollars, and then I’ll assume your loans and
take the property off your hands.”

“Good solution, Steve,” I said. “This may solve the seller’s problem. But what will we
do with an empty bargain house and payments of six hundred dollars a month? That’s scary,
isn’t it?”

“We can rent it out,” offered Philip.
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“What if the rent doesn’t cover the payments?” I asked, playing the devil’s advocate.
Mary responded. “We bring in a partner. He pays the negative cash flow for a portion of

the profit.”
“Look at all of the creative solutions we generated,” I exclaimed. “Most people just

assume that it can’t be done and so they never try. A creative person is always looking for a
creative solution. Question, Nora?”

“But aren’t we supposed to make five thousand dollars in ninety days. Where does the
cash come from?”

“Maybe you could sell the property,” Steve suggested.
“Good,” I said. “Suppose you put this property on the market by running an ad like this:

Excellent rental house.
Appraisal of $60,000. Will sacrifice for $49,000
with $5,000 down. Assumable loans.
Call Philip. 567-8911

Do you think that you might attract some attention?”
Nodding, Mary added, “It’s great too for a young couple starting out.”
“Win/win,” I said. “The buyer would get a super buy. You would end up with five

thousand dollars cash for your efforts. Can you begin to see light at the end of the tunnel?”
The creativity in the air was thick enough to cut.
Steve offered another solution. “Maybe you could sell it for nothing down for sixty

thousand dollars?”
“Good idea, Steve. You’re turning into a raging capitalist—a capitalist without capital.

Instead of cash up front, you receive payments of a few hundred dollars a month for the next
twenty years. There are several solutions to this problem . . . once you begin looking for them.

“Now, let me tell you what Tom actually did. He persuaded the seller to refinance the
property. The seller walked away with his money and Tom ended up with the house. Tom then
had to figure out how to get his profit out. One day he visited a friend who lived in a mobile
home park. He noticed several mobile homes for sale. He reasoned that at least a few of these
sellers would like to own their own home but were blocked by large down payment
requirements, and strict lending guidelines. Tom put all of these facts together and came up
with an ingenious idea. He passed out a flier that said:

I will trade my equity in my home for your free-and-clear mobile home. 
Call Tom. 555-1234.

His phone rang off the hook. He had guessed right.
“One particularly motivated mobile-home owner agreed to accept Tom’s proposal. Tom

traded his house with his $16,000 equity for an $8,000 free-and-clear mobile home, a
motorboat worth $4,000 and a note of $4,000 with monthly payments of $100 until the
balance was paid in full. They both won. The mobile-home owner moved up to a house. Tom
ended up with a free-and-clear mobile home, a boat and $100 a month income.”
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“But he still doesn’t have cash,” Steve protested
“How can we solve that problem?” I kept throwing the questions back to the group,

forcing them to use and develop their own creativity.
“He could sell the mobile home or boat,” Steve answered.
“Yes,” I said, “but what he did was simpler. He borrowed five thousand dollars against

the mobile home. Mobile home loans are a lot easier to get than house loans. And then he sold
the mobile home for little down.”

They all nodded.
“Now, let’s draw some lessons from this,” I said. “First Tom found an opportunity. I call

that step one: Find it. Then he used creative financing to buy it. That’s step two: Fund it. Then
he traded it for a mobile home among other things, which he financed for cash. That’s step
three: Farm it. It’s as simple as one, two, three. Find it. Fund it. Farm it. That’s all I’ll be
teaching you in the next two days.”

Karen looked puzzled. “What do you mean by farm it?”
“Just like a farmer, you plant seeds and you harvest crops. An idea is a seed. You plant it

by buying the property. You harvest it when you get the money out. How do you get the
money out? Whenever you buy a property you have four choices:

1. Keep it and rent it out for positive cash flow
2. Sell it immediately for profit
3. Keep it and refinance it for cash
4. Trade it for something else, which you can either keep, refinance, sell or

trade again.

“Tom did all of these things in farming his property. He traded his house for a mobile
home, which he refinanced for cash and then sold. He still has the boat and the note.

“He found someone with a problem, and by solving it, he created an opportunity. Most
people are programmed to hate problems. Assuming that problems are bad, they run from
them, hide from them, divorce them or drink themselves into forgetting them. But a creative
person loves problems because he knows every problem contains an opportunity. He is a
diamond miner.

“And so are you,” I concluded.
“Let’s take a ten-minute break.”

2. __________________________________________________________________________
Mary went to the phone out in the hall to call her baby-sitter. Her head was still swimming
with numbers, but she was beginning to grasp the basic concepts. She dialed home.

“Hello, Judy? How are the kids?”
“Just fine, Mrs. Bonenberger.”
“Did Kyle take the bottle?”
“He didn’t like it at first, but as soon as he could tell that it was your milk, he guzzled it.”
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Mary breathed a sigh of relief. Kyle was still not weaned from his mother’s breast. She
had worried that the baby would not take a milk bottle and so, early that morning, she had
used a nursing pump to drain some of her milk for Kyle to drink. She was relieved to hear that
he was drinking it.

As she stood at the phone she could tell that her breasts were beginning to fill up again.
Before the day was out, unless she could empty her breasts, she would be in the kind of agony
that only a nursing mother can comprehend. It was just one of the many minor sacrifices that
she had made in order to make herself available for the two-day training.

But she was no stranger to sacrifice. Even while pregnant with Kyle, she had contributed
her part toward the family budget by making and selling crafts at weekend craft fairs. But the
hours were long—sometimes she would stay up till two or three o’clock in the morning
sewing—and the dollars were few. She slaved on till Kyle was born in March of 1984.

But when Kyle came, some new feelings began to swell in her. There had been a lot of
unspoken pressure from her husband and his family to produce a male that could carry on the
name. She somehow expected that the birth of her first son would be the high point in her life
and make her happy. But it didn’t.

“What’s wrong with me?” she asked herself. “I have two wonderful children. A great
husband. Why do I cry all the time? Why do I snap at Steve?”

There was a void in her life that beckoned to be filled. Maybe she felt she was wasting
away at home—shackled to two toddlers, unable to pursue her dreams, whatever they might
be. She was mise-able. And guilty. Because a minister’s wife isn’t supposed to be miserable.
She attacked her housework to fight back the guilt. The house had to be immaculate. She
ironed everything. Made bread from scratch. No premixed packages for her.

Where did this compulsion come from? Not from her own mother, who had always
worked and had employed part-time maids and baby-sitters. Not from Steve. He loved the
great home-cooked meals, but peanut butter and jelly would have been just fine for him.
Maybe she was trying to live up to her image of the perfect wife and mother, married to the
perfect husband. It was a heavy burden, for there is no heavier burden than trying to be
someone you’re not.

To fight back the guilt and growing bitterness, she threw herself into church work. She
taught Sunday school, organized the children’s choir, sat on the women’s missionary
committee. On the outside, she tried to maintain the facade of perfection, the capable woman
who could handle everything. But on the inside she was dying—confused and unhappy.
In April, Steve urged her to see an employment counselor. Maybe a job would help her to be
happy, to find herself. The counselor just happened to be a psychologist.

“Whose music are you dancing to?” he would ask her. “Why do you think that if you
don’t spend every second in the home with your children you’ll be a terrible mother? Who
told you that working mothers don’t spend enough time with their children?”

For the first time, she felt she was getting somewhere. But the counselor was expensive-
fifty dollars an hour. And that made her feel even guiltier. You can buy a lot of groceries for
fifty dollars. So she stopped seeing him.

Instead, she threw herself into trying to find a job. But she wouldn’t settle for anything
less than a perfect job. One that would allow her to spend as much time as possible with her
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children. When she told this to prospective employers they would laugh. “You’ll have to
choose between work and family,” they said.

She chose work. She took a job at Hertz, where she lasted less than a week. And so the
spring passed by. She rode the roller coaster of her emotions—self versus family. A churning
pot of mixed desires. Until the morning in June when she had been selected for the Challenge.

Mary hung up the phone. As she did so, the sparkle of the diamond in her wedding ring
caught her eye. She pulled it closer to examine it. “Until you know value, everything is
worthless.” She repeated the lesson in her mind. And she knew that she would never look at a
diamond the same way again.

She walked back into the seminar room. The room was still hot. She joked with the
camera crew. They liked her. She could tell.

David Benjamin, the film producer, came over to talk to her. He was fast becoming the
father figure to the group. Maybe it was his bald head and red, bushy beard. Even dressed in
his jeans, he might have been a monk in disguise.

“How’s it going, Mary?”
She sensed that he cared. “I’m getting it, David,” she replied. “I’m feeling good.” It had

been a long time since she’d said that.

3. __________________________________________________________________________
The little wealth class reconvened. It was 11:15 A.M. I stood in front of them, taking in their
enthusiasm. I had hidden my doubts well. But there was still so much material to cover. I was
already behind an hour. Maybe more. The two days were slipping away. Could I instill in
them the confidence necessary to withstand the rejections of the next ninety days? On the
drawing board, the Challenge had seemed noble and possible. But in front of me sat real
people with real problems. Serious problems. Maybe I was just adding to them. We had come
such a short way. The task before us seemed insurmountable. The cliff looked so steep. The
rocks of failure seemed to far below. “One foot in front of the other,” I whispered to myself.

“So,” I began, “find it. Fund it. Farm it. Three simple steps. But not so easy to execute.
Your job is to find what glitters; I’ll tell you whether it’s gold or not. But how can you tell if it
glitters? Let’s talk about the five components of value. Look at the chart.”

“When all five components of value intersect perfectly, you’ve found a possible bargain
property. But if one or two of them are not in alignment, you must be careful. Suppose you
find a highly motivated seller. His property is fairly well located. Financing is good. The price
seems right. But the property is completely boarded up, totally gutted. You’ll need to spend
more to fix it up than to buy it. Should you buy it? Probably not. Let’s try another one.
Everything about it is perfect except the location is lousy. Is that a good value? Probably not.
What about a property that scores well in all areas except financing—the seller wants thirty
thousand dollars down tomorrow. No, thank you!

“With a little practice you’ll become proficient at understanding these five concentric
circles. You’ll learn to tell the diamond from the cubic zirconium. For the time being, while
you’re floundering around, I’ll look over your shoulder. It won’t be long before you’re on
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your own. The next chart shows a more detailed explanation of how to use the concentric-
circle scoring system.

“The chart tells you to give a score to each of the five factors of value. Poor is one.
Average is two. Excellent is three. Add up the scores from the five factors. If the total comes
to twelve or more, you are on the right track. Then, you’ll call me, Tom or one of the hot line
staff and say, “I’ve found something that glitters. Is it gold or not?” We’ll brainstorm together.
We’ll come up with three or four solutions. Pick one. And then make an offer. And you’ll be
on your way to owning your first investment property.

“There are many ways to find bargains. One of the best ways is the classified section of
your local newspaper. Isn’t the classified section just a collection of people with problems to
solve? And what are we?”

“Problem solvers,” they replied.
“Here’s an actual ad found in the ‘Real Estate Wanted’ section of a Tulsa, Oklahoma,

newspaper:
Looking for good tenants—last one a bummer.
Must have good references. Fix-up needed.
Will trade your efforts for part of the rent.
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“Let’s role-play,” I said. “I’ll be the prospective seller. You call me on the phone and find
the opportunity in this situation.”

SELLER: Hello.
PHILIP: I was wondering if you wanted to sell your property.
SELLER: I suppose, I’m just so tired of this doggone thing!
MARY: Get rid of your headache; let us take it off your hands.
SELLER: Well, I’m not that desperate. I’d want cash.
PHILIP: What’s your property worth?

I stepped out of the seller’s role for a minute to make a point. “You’re in control when
you’re asking questions,” I said. “The more you know the better the solution.”

SELLER: My property is worth about sixty-eight thousand dollars.
KAREN: Do you have a mortgage on it?
SELLER: No. It’s free and clear.
PHILIP: How much would you be looking to get out of it?
SELLER: Well, I wouldn’t need all cash. Might carry some financing. But I 

would want a substantial down payment.
PHILIP: How much money will make you happy?

“Where did you learn to ask such good questions, Philip?” I asked, stepping out of my
role again. “You’re doing great.”
Philip smiled proudly.

SELLER: I’d need at least ten thousand dollars down.
PHILIP: And you’d carry the rest?
SELLER: Yeah, I suppose. It would be nice to get a check every month 

instead of a bunch of tenant headaches.

“You make it sound so simple,” Nora said.
“We haven’t bought the property yet, Nora,” I replied. “Keep asking questions. What are

you curious about? What do you need to know? Didn’t I just teach you five areas in which
you need to have answers before you can determine value?”

MARY: How much would it take to fix it up?
SELLER: A couple thousand dollars.
STEVE: Where’s it located?
SELLER: Over by the university. Great location.
PHILIP: Let’s see, ten thousand cash will make you happy.
SELLER: I can handle that, ya.
STEVE: This is going to sound absolutely crazy, but would you be willing to go
down to the bank and borrow some money against your free-and-clear property?
SELLER: Why would I do that?
STEVE: I don’t know why. Ha. Ha.  Why would he want to do that?
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I could tell they were beginning to bog down. They had started giving solutions without
first having answers to the five most important questions.

“Let’s see if we can give this property a score,” I said, changing the subject. “How would
you score the seller’s motivation and flexibility?”

“I’d say two points,” Nora said.
“OK. Now, location. Seemed to be in an excellent location by the university. We’ll score

it a three and inspect it later to revise our score if necessary. How about financing? He says he
wants at least ten thousand dollars down, and then he’ll carry the financing. That’s not so hot.
It’s just a one or a two. What’s next, Philip?”

“Price.”
I then explained that the seller had said the property, which was a duplex, was worth

sixty-eight thousand dollars, but that they had never asked him what he would take. So they
couldn’t determine whether the price was above or below market. I told them that the seller
would take sixty-five thousand dollars with a large down payment, or less if he was cashed
out. With this information we came up with a score of three for financing. And the property
condition scored a three. This gave the property a total score of eleven.

“That’s a borderline score,” I concluded. “This property glitters, but we aren’t sure if it’s
gold yet. If we could improve any of the individual scores by using our creativity, the property
might deserve a second look. Maybe this is the time to make a written offer to see how
flexible the seller really is.”

This is a true story, and the diamond miner actually made four separate offers to test the
waters:

$5,000 down and a $65,000 price/$60,000 loan with payments over
25 years at 10 percent interest

$10,000 down and a $60,000 price with a $50,000 loan with payments
over 25 years at 9 percent interest

$15,000 down and a $55,000 price with the balance over 25 years at eight
percent interest

or $53,500 in cash

The seller looked at all of these offers and countered with fifty-five thousand dollars in
cash. “And that’s the price they settled on,” I said. “Now, the buyer had a problem, didn’t he?
It was time to put his creativity hat on. He’d found a bargain. Now, what does he need to do?”

“Fund it!” Mary exclaimed.
Karen seemed confused. “But he made the seller a firm offer. What if he can’t fund it?”
“Good question. Before tomorrow night, you’ll learn how to write an offer that obligates

the seller but doesn’t obligate you. It is virtually riskless. Now, back to funding this bargain.
Let’s say the buyer’s wife worked as a teller at a bank. She asked her boss how to finance this
property. He suggested that she finance it through their bank. But first they’d need a current
appraisal. Guess what the appraisal came in at? Eighty thousand dollars!”

Nora could see immediately. “So you gained right there.”
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“Not yet. We don’t own the property yet. But we’ve got the opportunity! Why was the
seller willing to sell for fifty-five thousand dollars, when it was worth eighty thousand dollars,
Nora?”

“Maybe he didn’t know its value.”
“Was he happy with the sixty-eight-thousand-dollar value? Yes. Was he happy with our

fifty-five thousand dollars cash offer? Yes. How do we know he was happy?”
“He accepted our offer,” she said.
“Is this moral?” I asked. “He’s happy with your offer, but you know that it’s way under

market. Now, Steve, you’re a minister. Doesn’t this bother you a little bit? Don’t you feel like
you’re taking advantage of this seller? Is this fair?”

“Well, I think it’s fair. We paid him what he wanted.”
“Let’s get to the bottom of this. More than a few people are concerned about this issue.

Suppose you walk in a store to buy a suit. You find one you like for $300. You know that the
merchant only paid $150 for it. Is that fair? Do I care what the wholesale price is as long as
I’m satisfied with the retail price? Nora?”

“No. Because he’s a retailer and that’s business. He’s in business to make a profit.”
“That’s right. That’s business. And what is business? Buying products at wholesale and

selling them at retail for a profit. You may call yourselves real estate investors, but you are
really in business. You have to learn how to buy right in order to sell right. If not, you’ll go
out of business.”

Steve jumped into the discussion. “I’d go deeper than that; business is basically human
services.”

I agreed. “You serve people best by solving their problems! If you help enough people
solve enough of their problems you’ll never have a money problem. That’s just what business
is, solving problems for fun and profit. Nora?”

“But what about excess profits?”
“Hmmmm,” I said. “Excess profits. A lot of people attach a bad connotation to the word

profit. And if profit is bad, excess profit must be horrible! But let’s think this through.
Suppose you invented a product that solved my problem. You’re the only one who has it.
Everybody wants it. If I want it, I have to pay your price. You get greedy. You raise your
prices. You make tons of money. But your success does not go unnoticed. Other businessmen
see your success and come in with similar products at lower prices. Your business loses sales.
You’re forced to lower your prices in order to keep your doors open. Isn’t this what happened
to OPEC? They raised the price of oil sky-high. They got greedy. The competition came in,
drilled more oil wells. People began to conserve energy. And now there’s a glut of oil. Prices
tumbled. If you get too greedy, the market will get you. In order to be a good businessman,
you have to solve problems at a price that the competition does not undercut. That’s the way it
works. Whether you like it or not. It keeps prices low, profits in line and businessmen honest.”

Nora wasn’t entirely sold. She wasn’t concerned about macroeconomics. She wanted to
get specific. “In the case of this duplex, you wouldn’t want someone to leave you in the dark!
Say you’re the person that owns this property, and you think it’s worth sixty-eight thousand
dollars and it’s really worth eighty thousand. Wouldn’t you want someone to tell you that
you’re selling it way too cheap?”

59



Mary responded to Nora’s question. “But don’t they have just as much right to go to an
appraiser as you do? And that’s just using your knowledge.”

Nora fought back. “But you have knowledge and he doesn’t! Your knowledge is worth
something, but maybe this is too much.”

“I like to think of the word fair,” I said, rejoining the conversation. “How do I know what
fair is? Let’s ask the seller. When I make him a written offer, I say, in effect: ‘Mr. Seller, this
isn’t your first real estate transaction. You seem to understand the market. I’m offering you a
lot of cash but a low price. You’ve looked it over and have decided to accept it. In doing so,
you probably considered the time and difficulty to find another bona fide buyer, the hassle and
cost to repair damage caused by the tenant, the negative cash flow you might incur until this
work is done, the mental anguish to you and your family in owing a property that you no
longer want, the uncertainty of the market, the future of property values. And after all of this,
you still accepted my offer. You must have thought it was fair or you wouldn’t have done it.’
Nora, the seller may not be willing to take the same kinds of risks as you and I. Maybe he
would rather take his money and run than stay around for an uncertain profit. It’s not a sure
thing, you know. There is risk involved. Most of the time, if we’re careful, we win. But there
are losses. We may have had losses on other properties. The man in the clothing business
sometimes has to sell clothes at deep discount because he bought things that would not sell.
He takes losses on some things and makes profits on others. In light of this, let me ask the
question again, Nora. Will we make an excess profit on this transaction?”

“No. I guess not.”
“Stick to your guns, Nora. There are situations that involve excess profits. Like the

proverbial widow who naively turns over all of her financial dealings to an unscrupulous
smooth talker. This is clearly a case of taking unfair advantage. It’s old advice, but sometimes
you just have to let your conscience be your guide.”

“Isn’t that just the Golden Rule?” Nora questioned.
“Exactly. The free-market system is a practical Golden Rule. If a business person doesn’t

solve your problems in a win/win way, he’s out of business. Business people are forced to
want to do good unto others or they won’t be done good unto. But you can take this a step
further. I believe there is power in being totally honest, totally upright, totally win/win. Living
the Golden Rule is the most important and practical business principle ever given to man.
You’ll go farther living this rule than by any other method. It’s just common sense that when
you concentrate on solving people’s problems fairly, your reputation will spread. And a solid
reputation is as good as money in the bank.

“Since so few people really believe this, I’m going to call it a wealth secret and add it to
our growing list.”

WEALTH SECRET NO.6. HE WHO LIVES THE GOLDEN RULE GETS
THE GOLD HERE TOO.

“Now, back to our example. The buyer and his wife were able to borrow sixty-five
thousand dollars, using the duplex as collateral. But how much did the seller want? Only fifty-
five thousand dollars. What does that mean?”
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Steve grasped the situation. “He’s going to make a ten-thousand dollar cash profit.”
“How much money will this buyer have to invest to make this ten-thousand-dollar profit?”
“Nothing.”
“And besides the cash, he owns a duplex worth eighty-thousand dollars with an existing

loan on it of only sixty-five thousand dollars. That’s a fifteen-thousand-dollar equity. He could
farm that equity by fixing up the property and renting it out for income. Or he could sell or
trade it for a profit. If he decided to sell it, he could run the following ad:

Illness forces sale (I’m sick of this property!) Worth $80,000. Sacrifice for
$65,000. You just assume my loan. Nothing down. Call Bob, 555-1234.

Think he’d get any calls?”
They responded in one voice. “Oh, yes!”
“Would an investor win by buying this duplex for sixty-five thousand dollars on these

terms? Sure. But, how would our diamond miner win?”
Mary responded. “He’s already won! He’s got ten-thousand dollars cash.”
“Right. Suppose you were the seller, Philip, and you couldn’t sell the duplex. What could

you trade it for?”
“A car.”
“Put an ad in the paper, ‘Will trade fifteen-thousand dollars equity in beautiful duplex for

your car.’ What kind of car do you want, Philip?”
“A Mercedes.”
“Lower your sights just a bit for now,” I said, laughing. “We’ll go for the Mercedes

tomorrow. Today we’ll settle for a Ford.”
I continued. “Are you beginning to see how you can solve your own money problems by

solving the problems of others? It’s whole new way of looking at the world. And it works.”
“But,” Nora interjected, “it’s still hard work; I know that.”
“But it’s worth it! In this example, I’ve been talking as if there were only one duplex. But

in reality there were three duplexes. And out of this one transaction the buyer pulled not ten
thousand dollars but thirty thousand dollars in cash! And let’s not forget the fifteen-thousand
dollars equity in each duplex. All told, he earned more money than most folks earn in several
years working at jobs they can’t stand. Sure, it’s hard. But the rewards are incredible! How
many transactions like this do you need to find in a year to reach your goals?”

“Just one!”
“Do you think you’ll be able to find at least one like this if you spend an entire year looking?”
“Yes.”
“Maybe,” I cautioned. “And if you find it, what will be the next step?”
“To fund it.”
“How can you fund it when you are unemployed?”
“We’ll have to find a partner to split the profits with.”
“Is that fair?” I asked. “He comes up with all the money. You just find the deal.”
“But without me bringing him the deal there would be no profit at all.”
“Now you’re beginning to see. And that brings us to our next wealth secret.”
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WEALTH SECRET NO.7. MONEY IS ATTRACTED TO GREAT IDEAS.

“Money always flows to great opportunities. If you don’t have money, your motto should
be, ‘If I don’t have it, somebody does.’ Whatever you need, you can always find a partner to
fill it. If you don’t have cash, somebody does. If you don’t have the credit or financial
statement, somebody does. You provide the opportunity. Let someone else provide the
financial strength. You be the idea person; let someone else be the money person. Nora, which
is more important, the financial strength or the opportunity? The idea or the money to fund the
idea? The cash or the deal?”

“I’d say the deal.”
Steve broke in. “You’ve got to have both, don’t you?”
“Sure. But you’ll run out of money before you run out of knowledge to find good deals.

If you know where to tap, you’ll always be able to find willing partners. A person with just
money and no knowledge of where to tap will never do as well as you in the long run. How
about that building full of eye doctors across the street from this hotel? They make a good
income, pay most of it in taxes, live well, invest in a lot of dubious tax shelters. They’re so
busy earning a living they don’t have the time to find the...”I waited for them to fill in the
blank.

“Bargains.” They could see where I was going.
“Right! At least you have the time. Let’s look at this issue closer, because it’s the essence

of wealth. What are the financial resources that you have to have to fund it ... to put a deal
together?

“Credit.”
“Cash.”
“A strong financial statement.”
“Cash flow from a job or other source of income.”
“You’re lacking in most of these resources,” I said. “But what nonfinancial resources do

you have that are extremely important?’
“Time,” Philip said. “Got lots of that.”
“Knowledge,” Nora added.
“Willingness,” said Steve.
“You have all of these things and more. So let’s add up our non-financial assets:

“Time.
“Knowledge.
“Enthusiasm or willingness. 
“Courage.
“Faith.
“Creativity.
“Desire.
“Life.”
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This was an important concept. It was the crux of everything I would be teaching them.
How could I drive it home in such a way that they would never forget it?

“Steve,” I continued. “All of the world’s greatest philosophers since the beginning of
time have pondered this issue and have come to the same conclusion: “What you are is more
important than what you have. What’s inside of you is more important that what’s outside of
you. Your nonfinancial resources are more important than your financial resources.

“And yet people act as if the opposite were true. Instead of the substance, they yearn for
the appearance of wealth—fancy cars, cash in the bank, big houses. But these things are just
the by-products of wealth, not wealth itself. The ability to create wealth—the knowledge, skill
and courage—are infinitely more valuable than the wealth it self. One is the goose, the other
the golden egg. If you were forced to choose between the two, would there be any hesitation
which one you would choose?”

“I want both,” said the pragmatic Philip, causing the whole group to break up laughing.
“And you will have both, Philip,” I assured him. “It’s just a matter of time before you

‘get over.’ But realize now that you’re already wealthy. It may sound crazy but it’s true.
You’ve already read about my challenge with the Los Angeles Times to buy a property in sev-
enty-two hours with only one hundred dollars in my pocket. When that reporter took away my
wallet, he bankrupted me! He took away my financial resources—everything the world thinks
is wealth—my cash, my credit, my cash flow, my financial statement! But did he leave me
with nothing? No! I still had my experience, my knowledge, my desire, my creativity. All of
my nonfinancial resources were still intact. And then it dawned on me like a revelation as
clear as sunlight:

“I was my wealth!
“I may have been bankrupt by the world’s standards, but I was still wealthy. And that is

our next wealth secret.”

WEALTH SECRET NO.8. YOU ARE YOUR WEALTH.
THE MONEY THAT FLOWS TO YOU IS JUST A BY-PRODUCT OF
YOUR NON-FINANCIAL RESOURCES.

“Wealth is not having. It’s being. Nothing you have is as important as what you are. If
you acquire every property in the whole world and destroy yourself in the process, you are
truly a pauper.

“About a month ago, after a speech right here in St. Louis, an ex-con came up to tell me
his story. He had been one of the top three drug dealers in St. Louis until he was arrested and
sentenced to seven years in prison. As he sat in Leavenworth with a lot of time to think, he
wondered if there was a way to ‘make it straight.’ One of the inmates gave him a copy of
Creating Wealth, my second book. He realized that he’d made a lot of money selling drugs,
but he’d actually been destroying himself—his true wealth. He’s out of jail now. In a halfway
house, trying to get his act together. It’s not easy to go from an old world to a new one. But I
think he’ll make it.
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“I tell you these things in order to strengthen your nonfinancial resources—to strengthen
your courage, increase your faith, build your desire. The financial resources are cheap. You
can get those anywhere. Build your real wealth. That’s what’s rare.

“I know that this is heavy stuff. But it’s the truth.
“Let’s break for a few minutes.”

It was 12:25 when we reconvened. We were more than a half-hour away from lunch with
still so much material to cover.

“How do I find a bargain?” I began. “What kind of a seller would be flexible or crazy
enough to sell a property to someone who doesn’t even have a job? I call them don’t-wanters
or highly motivated sellers. What might cause someone to become a don’t-wanter?”

They shot a barrage of answers at me.
“Divorce. Death. Can’t handle the payments. Bankruptcy. Transfers. They need money

for whatever reason. Just don’t want to be bothered with it. Management.”
“What about inheritance?” I added. “Just yesterday a local investor drove me around to

see
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some of the properties he’d purchased since taking the Nothing Down seminar. He picked up
eight properties from one seller who had inherited them and couldn’t wait to dump them at an
unbelievable price.

“On the next chart you’ll find a list of twenty reasons why people become highly
motivated sellers.

“The chart clearly indicates that the major reason for don’t-wanters—is more a result of
personal problems than a result of owning a bad property.

“I know it’s hard to believe, but ‘don’t-wanteritis’ is a very real condition. In many cases,
there is nothing wrong with the property. Just the seller’s attitude toward the property is bad.
One of my very first real estate investments involved a three-acre parcel of land. The owner
had bought a large parcel of farm ground and subdivided it to sell to ‘city slickers’ wanting to
live in the country. The dimensions of the acreage were—and I’ll never forget them—100.5
feet of frontage by 1,326 feet of depth. Sounds ridiculous, doesn’t it?

TEN CLUES THAT MAY INDICATE AN OWNER DOESN’T
WANT HIS PROPERTY AND MIGHT BE A MOTIVATED

SELLER

1. Tall grass, weeds
2. Peeling paint
3. Discarded trash
4. Abandoned vehicles on property
5. Broken or boarded-up windows
6. Posted notices from city or country officials, such as condemnation, public health

hazard, etc.
7. Fire damage
8. Water or wind damage
9. Any sign of property mismanagement due to tenant abuse, such as several cars

parked on lawn
10. Any sign that the property is vacant. Owners become more flexible when their

property is empty.

“The seller told me that I could build a house on the front of the lot and then sell the
package to a pilot who could use the back of the lot for a landing strip. I fell for it. Boy, did I
fall! Three thousand dollars down and monthly payments on the balance. When I came to my
sense a few weeks later, I became a don’t-wanter. For over a year, I tried to get rid of it.
Finally, another investor offered to trade me 2.5 acres of free-and-clear desert ground in
California. I knew his ground was good only for holding the world together—but at least I
wouldn’t have to make monthly payments. I took it. To this day, I still haven’t seen my
California acreage (I doubt anyone has). But I keep it as a reminder that don’t-wanters can
happen to anyone. The person who took my country acreage eventually sold it and profited.
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He had more patience than I did. He wasn’t a don’t-wanter. I’m going to teach you the subtle
and not-so-subtle clues that lead you to the don’t-wanters.”

Then, I led my small group of diamond miners through a discussion of the many sources
of don’t-wanters—the newspaper, ‘for sale’ signs, friends, contacts, word of mouth. I
explained how Realtors are an excellent source of flexible sellers. Using the Realtors’
Multiple Listing book is a quick way to get an overview of the broad real estate market. We
talked about various methods of self-promotion—ways to advertise—the use of business cards
and fliers. I encouraged them to pick a specific area of town and become an expert in it, to
always be on the lookout for properties that weren’t being cared for—tall grass, peeling paint,
broken windows—obvious clues that the owner doesn’t want his property.

I told them that you buy neighborhoods, not properties. If the neighborhood is bad, forget
it. We talked about the county courthouse with its listings of divorces, evictions, bankruptcies,
defaulted loans and probate records. I told them how to shortcut the courthouse by using legal
newspapers that cost pennies an issue and yet contain thousands of dollars’ worth of
information. Each of these sources was like a diamond mine.

“Many say that by focusing on don’t-wanters we are taking advantage of other people’s
misfortune. How do you feel about that, Nora?”

“We’re problem solvers. We’re just helping people solve their problems,” she answered.
“It’s such a fine line,” I said. “That’s why win/win is so important. There are thieves out

there. Try to be different. One of my students in Seattle specializes in foreclosures. She
learned of a couple who were about to lose their home. The wife was Asian. Didn’t speak
much English or understand the customs here. Her husband took a job in Malaysia as a pilot
and left her in Seattle. She neglected to make the house payments. My student explained to
the woman that she was about to lose her home to foreclosure. Then she called the husband
long distance to warn him. He flew home immediately and solved the problem. My student
never made a penny! This was a circumstance where helping was more important than making
money. For every situation like this, there are three others where legitimate profit can be
earned. And you sleep nights, too.

“While we’re on the subject of foreclosure, one expert has estimated that about 90
percent of all foreclosed properties go back to the bank. Does the bank want them? No! So
banks can become don’t-wanters. By dealing directly with banks, you can find excellent
prices on foreclosed properties.

“Quick example. One graduate in Dallas located a bank foreclosure worth about sixty-
thousand dollars. The bank wanted to dump the property for thirty-five thousand dollars, just
to recoup its costs for interest and attorneys’ fees. He used a line of credit he had established
to get the thirty-five thousand dollars cash to buy the property. Anyone with a sizable equity
in a piece of property and good credit can set up a line of credit like this. So he found it and
he funded it. How is he going to pay back his line of credit? Philip?”

“He’s got to farm it—either sell it, keep it, refinance it or trade it.”
“First, he refinanced it. He went to a local savings and loan association and applied for a

new first mortgage against the property. He had good credit, the ability to borrow. The
property appraised high enough for him to be able to obtain a new fifty-thousand-dollar first
mortgage. Where does this fifty-thousand dollars cash go?”
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“To him,” Steve answered.
“With the fifty-thousand dollars, he repaid his line of credit, the thirty-five thousand

dollars, leaving him with fifteen-thousand dollars gross profit. Of course, there were closing
costs, loan fees, interest charges on the line of credit, as well as $600 to fix up the property
and other miscellaneous expenses. But the net profit was over $10,000. Not had for a month’s
work! And he hadn’t finished farming it yet. He put an ad in the paper: ‘Nice house, $61,000.
$2,000 down. No qualifying.’ In a matter of weeks he found a buyer to assume the
nonqualifying new loan. The balance of the seller’s equity—$9,000 ($61,000 less the first
mortgage of $50,000 minus the S2,000 down payment leaves $9,000)—was in the form of a
second mortgage on the property with monthly payments of $100.

“Let’s review. The graduate finds an opportunity. He buys it with a line of credit. He
fixes the property up. Refinances it. Pays his costs, repays his line of credit. Ends up with ten
thousand dollars in cash as a profit. Then he sells the house for two thousand dollars down.
He also gets a note for nine thousand dollars. What can he do with that, Mary?”

“He can keep it and get the monthly payments.”
“Or?”
“Can you sell a note?” she wondered out loud.
“Absolutely. Smart investors buy these notes as an investment. they don’t pay full face

value, though. The seller of a note may get only fifty cents on the dollar. But some people
would rather have cash now than a monthly payment for years to come. Suppose our graduate
sells his nine-thousand-dollar note for forty-five-hundred dollars cash. Now he has more
money to invest in another property.

Let’s add up the cash profit from this one transaction.”

$10,000 net profit from the refinancing
$ 2,000 down payment
S 4,500 from the sale of the note
$16,500 net profit

Let’s be conservative and reduce this by another $1,500. Our total profit, then, is
$15,000. Only one percent of the people in the world earn $15,000 or more in a year. Many
Americans earn less than $15,000 a year working at jobs they can’t stand. And this savvy in-
vestor makes $15,000 in one transaction that takes a total of less than ninety days!”

“And I didn’t earn five thousand dollars last year at all of my jobs combined,” Nora
complained.

“Unfortunately,” I said, trying to test her, “since you don’t have a fat line of credit, you
won’t be able to take advantage of deals like this, will you?”

“Not so fast,” said Steve. “If I don’t have it, somebody does.”
“Get a partner,” Philip suggested.
“How do I get a partner?” I asked.
“Put an ad in the paper,” Karen volunteered.
“What do I say?” Nora asked.
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LOGJAMS: THREE FREQUENTLY ASKED QUESTIONS THAT
ARE IMPEDIMENTS TO ACTION

Sometimes people get blocked in their progress because a few simple questions
act as logjams cluttering up the flow of their lives. Until these few questions are
answered a person can become paralyzed with inaction—”on hold,” idling in neutral,
waiting for the light to turn green.

Maybe I can turn you loose by sharing with you the answers to the three most
common questions:

1. How do I overcome the fear?
The only formula I know of for eliminating fear is desire plus knowledge plus

action. When your desire to be free exceeds your reluctance to face your fear, to learn
and then to take action, freedom will be yours. And you will deserve it.

2. How do I get started?
Are you waiting for things to be “just right” before you start? So is everybody

else. Do you want to end up like everyone else? No. Okay, so get started even if
things aren’t “just right.” Where do you start? Start with education. Get the knowledge
you need. How do you know what you need? Go to someone who is already
successful at what you eventually want to be doing. Ask them. And then do what they
say. Do it now!

3. What about the economy?
Are you worried where the economy is headed? Afraid to sink your money into

something and have the winds change and leave you holding the bag? It’s good to be
asking these questions. Unfortunately, most folks use these questions as excuses for
not acting. For instance, I hear two very common “excuse” questions:

Isn’t the game over? Everyone is into real estate.
Won’t the “new” tax law make real estate a lousy investment?
The answer to both of the questions is to realize that regardless of what happens

in the future, there will always be highly motivated sellers—always! Therefore, you
can be confident that with persistence you will be able to find the ten or twenty
wholesale properties to take you to financial freedom. And every time Congress passes
a “new” tax law, the fear and uncertainly just create more highly motivated sellers. A
fearless investor finds the best of all situations: more properties to choose from with
less competition. Buying in such uncertain environments is riskier, but this risk can be
minimized if you buy only below-market properties that produce positive cash flows.

I hope the answers to these common questions have eliminated some of your
logjams and thus released you to act.



“Try this,” I answered. “ ‘St. Louis investor needs partner to split a $15,000 guaranteed
profit. Need $35,000 for 90 days or less. You’ll kick yourself if you miss this. Call Nora 555-
1234.’”

“And then you split it fifty-fifty?” Steve inquired.
“Seventy-five hundred dollars each. Your nonfinancial resources and his financial

resources. Win/win. Did everyone win in this transaction? The bank got rid of a property it
didn’t want. Our bank earned interest on the line of credit. The couple we sold the house to
got great terms. The investor who bought the discounted note is happy. Our partner, who
provided the financial resources for half of the profit, is ecstatic. And, best of all, we did very
well by knowing where to tap. We just need to learn how to find the don’t-wanters. Hlow
many of them are there?”

“Many. Very many,” Nora answered.
“How many do there need to be? For you?”
“A very small percentage,” said Nora. “One percent.”
“Just one,” countered Mary.
“You just need one property in the next ninety days. In your city of two million people

there might be several thousand highly motivated sellers. But all you need is one. How many
properties will it take to make you a million dollars over the next ten years? Twenty? Maybe
thirty? Can you find that many in a lifetime? Absolutely. Some people claim that real estate
will cease to be a good investment as soon as everyone learns how to deal in it. I respond that
there will always be don’t-wanters.

“Now, let me share one more example with you before we break for lunch. The St. Louis
Business Journal carried a story about Don Singer, the president of a local real estate
investment group. The title of the article is “Prospectors Look for Money in Land.” Isn’t that
what you’re doing? You may dig through tons of gravel before you find a little tiny piece of
gold.

“The article describes how Don became aware of a million-dollar bankruptcy proceeding
that was being held up by one property—a $150,000 vacant office building. The court was
worried that recurring vandalism might lower the value of the property. They decided to sell it
quickly to someone who could occupy the building to stop the vandalism. Don learned by
word of mouth that they were highly motivated to sell. He offered $40,000 with a $2,000
down payment. Although it sounds unbelievable that a $150,000 building would sell for as
little as $40,000, the court accepted Don’s offer. Why?”

“Because they were don’t-wanters,” Steve answered.
“He then asked the court to allow him to take possession of the property. By doing this

he was able to rent it out and collect the rent even before he closed on the property. He rented
the building, as is, for $500 per month. He also rented the forty-three parking spaces to
adjacent businesses for $15 apiece—another $645 per month. But the best was yet to come.
Because the bankruptcy took another fourteen months to complete, Don didn’t have to make
mortgage payments to the court although he was able to keep all of the rent proceeds—over
$16,000 income on an investment of only $2,000. When the bankruptcy was finally resolved,
Don sold the building to an adjacent property owner for $85,000 cash. Let’s total up Don’s
profit from this one transaction:
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$45,000 profit from the sale of the building
$16,000 cash flow from 14 months of rent
$60,000 profit!

All on a $2,000 investment. How do you fall into deals like that? You’ve got to be out there
falling. Got to be looking, studying, finding, sifting through dozens of cubic zirconiums, tons
of gravel until you find something that sparkles, something that glitters.

“This afternoon I’ll give you more detail on how to find these bargains. This morning
I’ve tried to keep the details to a minimum. I want you to just understand the principles.

“I really believe that each of you already has what it takes to make it. You’re already
wealthy. How does it feel to be wealthy, Philip?”

“Wonderful.”
“Let’s go have lunch, shall we?”
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