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Lesson 12 Part C

Planning Your Strategy

The Criteria You Need To Consider —

To Put Your Investment Strategy Together
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Characteristics we love In a property

Good Yield WZSEF
Good Tenant- long standing LR - i<Ei=E8
Low maintenance 4R ZER(K

Yearly increases in rent fEEEF ik

vV v v Vv ¥V

Good location - Good population size- Anchor Tenants - Supporting
Industry - Access- etc

MNERY - AOMRRN - EE2HEF - Tl - ZThEF

» Self supporting hub for new tenants (Groups of related businesses to
bring foot traffic & support their business)

FEFPRIERSHFHO ( EXRISEREETREREF IFHEISS )
» Growth potential I{EE& ]
Now List Your Top 3 I{E , FIHERIBI=TR%EEE
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Your Cn’rend Strategy

> Logr)k at your criteria for a good property and rocus on your top 3
criteria

BAE BRI YDARIE, JFE7E T s dER RT3 1

» Find a property that fits these 3 criteria

B FFEX 3 AL

» Everything else on your list can be negotiated. OR...
G B B HAth B AR AT LA B r

» Create a2 to 3 year plan to get it there

il —~ 2 2l 3 FTTRIPRSLI e

» Look online at commercial sites

FE W A X
» Call agentsin the area & ask what else they have in their portfolio

FHZH X A R A IR R AT B I B A A R ie e AT A
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Your Cn’reno Strategy

» Decide how you are going to buy if....

e TEI AL E
- Deposit (Home equity or Cash)

B ( ERFHESINE )
- Entity (Trust or Individual or Self Managed Super Fund SI\/\SF)

LR (EEETA | BEREEREE )

- Have this all worked out AND set up, so you can make offers easily when you
find the right property. (Talk to your Accountant or Financial Planner)
FRRX—IHEIERSZR | BMEHaI LAEREISERUD AT RN ( SR aIETHmEa SR b
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Your Offer Strategy

Create an offer to purchase, based on your list and what's missing.
FRIE S A H B35 B AN AN 22 2 Ab A e W) KR

Give Ifrhe agent and seller a list of what's missing according you
your list

RIEERITE R, R HIA 2 AR A4 /A5 2R
Know your figures and general due diligence

T ARSI A RS A &

Complete your due diligence- list any potential costs and problem
areas and use these concerns you have, to negoftiate on price.

SRS S BRI A — H1 H AT AR A8 1 RS AS A ] i 403k, A1 A Oy 93X
L 1] @7<TJJ BRI 1‘%
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Your Offer Strategy

» Prepare your “Subject To” clauses HEREEILA..... . JoE &R
- Subject to Due Diligence LA/SEREE
. Subject to Finance LABYER
- Subject to Building & Pest Inspection LAZBFRANERICEE

» Think about the State you want to buy in - It's important to start with a State
that's purchaser friendly

SIS EM STV AIRRTEM | N— D IISEE R AN InTRE

- As abeginner- It's a good idea to Stay away from NSW as contfracts go
unconditional in 42 days

YER#HF | EBRE/RTNEMNFER | AASRSE42RATEMEHRIT
- QLD and Vic are good starting points
ET=NF%EZ )M ERIFRIESR
» Make an offer YEHHIRIN
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Your Finance Strategy

Look at your finance BEEZHNEZS

Talk to your Mortgage Broker and have all your paperwork submitted with pre-approval of
finance wherever possible.

S5ENEAELEARK , ERESTITAEHIERNER NIRRT X H
Banks will undertake their own valuation on the property.
HFRITRE BT I TEM

Have a contingency plan in place with your Broker, in case the bank values it less than
the asking price- and use this as a price negation opportunity

SEEE AFIEM2TE  LBRITIVSERTZEN , FFREEANMBEETS

Ensure your loan application is under the purchase structure and entity you want - eg
Family Trust

TRRIRIESR RN SEESIFNSTIR ( ANZREE(STE ) BATREFEERIS

Look at all your costs and calculate your Loan To Value Ratio- LVR- ask your broker to help
you with this.

BERITEIRE , FRTEEEINMELL (LVR) |, EXERNEZLC A EHFE]
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Your Finance Strategy

Loan To Value Ratio- LVR &SEMMEBELEL - LVR

The Loan to Valuation Ratio (LVR) of your loan is the percentage of the
property value that you're borrowing.

T T A EE (LVR) —mlk 8 i A& 3K H 70 EE

An LVR of 70% means the bank will loan you 70% of the money on the
selling price of the commercial property.

70% 1 LVR =WRERAT 2R i VDL & 07 i) 70% 50K 4 15

That means, you will have to come up with the other 30% either as
cash, or from equity in your home

REMAE, G A ILE B T 1B KSR 537k 30%
Most Commercial Property Loans will be issued between a 65% 10 8J%o,
LVR K& $CR ML e R4 AE 65% % 80% 1 LVR 2 J W
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Your Finance Strategy

Loan To Value Ratio- LVR 5k #E L - LVR

» Banks & Lenders use the LVR 1o assess your property loan application.
(It iIndicates the likelihood that they may lose money, in the event that

you can't repay your loan.)

WRAT AL 2 LVR SRV S I G R iG . CRRIAWER IS TR LA ST, bl
A RER IR B )

» An LVR of 90% is considered a high risk, whereas an LVR of 70% is
considered safe by most lenders.

90% ) LVR BN N B M, 1K Z2 E0T TN 70% 1) LVR 22 41

» Many lenders will require you to pay Lenders Mortgage Insurance (LMI)
If you borrow over a certain LVR.

RIS AR LVRIE L —SE M2, PF2 I R RIS bR (LMI). - ywikomy
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Your Finance Strategy

LVR Calculation LVRitE

If you're looking to buy a property for sale at $500,000 and the bank will loan out at 70% LVR
for this...

an RAEAE L $500,000 94 46 e KA YN, I BARAT R NI M 70% LVR HIBEK......
70% of $500K is 0.7 x $500,000 = $350,000
$500K ) 70% & 0.7 x $500,000 = $350,000

Then to calculate how much deposit you need... subtract the amount the bank will loan you
$350,000 from $500K

SRIGT AR TR EZ D E AT ... N $500K s 28R 47 K 15 25 185119 $350,000
$500,000 - $350,000 = $150,000

Deposit will be $150,000 + Stamp Duty + Conveyancing fees efc
B1#y $150,000 + EPFERL + i 7 9 4%

Loan to Value Ratio is calculated by dividing the loan amount by the actual purchase price
or valuation of the property, then multiplying it by 100. ($350K / $500K = 0.7 * 100 = 70%)  nikor,,

SEAUE LL T 50700 TSR A ) SERRI SEAN A B 1, SRR /Ll 100, ($350K / %
$500K = 0.7 * 100 = 70%) %
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Your Cashflow Strategy

» Take the time to run your positive cash flow calculations and projections
A BE I R FEAT S8 R 1 1) I e 9 v R AR S

Our Case Study in a previous Lesson on "Return On Investment”

BATELE—R “KRBIIHREK” PRIEGIHT 5

$88%k Property at 8% Rental Return = $71,822

Y E$889kHI 55, M EFIHk=)y 8% = $71,822

Total Bank Loan Interest = $46,228 per year

TRATBY N EUEVE = R4 $46,228

Total Net Rent - Total Interest = Total Net Cash Flow

S - SRR = B3IER

$71,822 - $46,228 = $25,594 net cash flow per yearf:FEi# I &

Or $2,132 Per Month Bi43 H
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Your Management Strategy

» Decide Who Willmanage your property- you or an agent
PR HUERE B Y — 8 F sy

» If you will be managing it - look at getting your 1st invoice prepared and
sent on fime

RS H QBB - B A IS AP 2R — K R SR I A

» If you feel you would like an agent to manage it for you (and learn from
them) for the first 3 months, then this might be a good opftion for you

RIS B AERT 3 N A NEEE GRRbA12>D) , Ak AT
Gl BN A 2 , — :
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Your long term Strategy

What will this first property be setting you up for?
F—IEHIEHERAA ?
What do you want it to fulfil in terms of your personal needs? S EEHmEEWAEmIINAE

X ?

Capital Growth BRAEE

Cash flow forincome?2 IERIKA

Pay off principle and interest if you're nearer retirement?

MERFREZRRT |, EEERiaA S HFR ?

What does the next deal look like for you2 BIANT—ERXRZSEMH 4R ?

How many years would you like to keep this property? Is it just for cash-flow based on
tenant and lease<.. Or... are you going to keep it longer terme

EEa el 208 ? ARBIIHEFTIEZ R EINERE ? & , BEAHaERKES?
How many properties would you like to own in the next 5 to 10 year?e

A ERTE AR 5 2 10 SENITE Z D9k ?
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Your 5 year plan

Make a 5 Year Plan for this property
ALV HIE—(B S

» Do you plan to keep the property for the next 5 yearse
BRI IRERRSFFal ?

» How many years would you like to keep ite
S a Ll 2D ?

» Are you accumulating cash flow for your next property deal and
projecte

B B IEAEN N —IRYEAL S AT H AR 2R I < ?
» |If yields change over time, you can choose to sell.
W RS s ZR RIS (R AR A, ] DL




