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Introduction

	The power of leverage is perhaps one of the most neglected and misunderstood areas of an average person’s knowledge. One fact will become very clear if you are to study the lives of the most successful people around you; these people, without fail, apply the principle of leverage and use it to maximum effect in their life.

	Archimedes used to say, “Give me a place to stand and with a lever I will move the whole world.” This illustrates the awesome power of leverage. Big doors swing on little hinges.

	Leverage simply means ‘the ability to do more with less’. Leverage is the power to achieve a lot with little or no effort. Simply put, leverage is the key to building wealth.

	To create wealth in large amounts, in little time, one has to understand and master the principle of leverage. Correct application of leverage breaks through the barrier of 10% growth/ yield. With leverage, we can grow at 50% or 60%, and even 100% or more.

	Leverage, when combined with the principle of compounding, can create accelerated wealth. No great wealth has ever been created without using either leverage or compounding. Those two, when combined, together can explode your wealth. Let us examine how leverage works in the financial world.

	Compounding + Leveraging = Accelerated Wealth

	Robert Kiyosaki, in his book, Rich Dad Poor Dad remarks, ‘if you want to become rich, you need to work less, and earn more. In order to do that, you employ some form of leverage.’

	He further explains by saying, ‘People who only work hard have limited leverage. If you’re working hard physically and not getting ahead financially, then you’re probably someone else’s leverage.’

	‘People with leverage have dominance over people with less leverage.’ In other words, just as humans gained an advantage over animals by creating leveraged tools, similarly, humans who use these tools of leverage have more power over humans that do not. Saying it more coherently, ‘leverage is power’.”

	 

	 

	
Types of Leverage

	There are not one but several types of leverage that can be used to grow rich sooner. I will start with financial leverage, which is the most common one, and subsequently explain the other forms of leverage that help make you very successful.

	Financial Leverage

	Irrespective of whether you are a businessman or an investor, you need fund to grow. Everyone starts with personal funds, but these run out sooner than later. To create wealth one has to borrow from relatives, friends, banks, financial institutions or public ones. In other words, we have to work with ‘Other People’s Money’ or OPM.

	The borrowed funds have to be productively employed to earn a higher return than the interest payable.
