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Disclaimer
The information in this book is based on my own personal journey.
You should not rely upon any information or example in this book as
being relevant or applicable to your particular situation. This book is
not meant to provide legal or financial advice and should not be
relied on to do so.
The opinions stated in this book are Dymphna Boholt’s personal
views and are not intended to be a text on the legal and financial
aspects of property investing and should not be relied on as such.
Whilst every care has been taken in the preparation of this book the
publisher will not accept any responsibility or liability for any error
however caused, whether by negligence or otherwise in the
information contained in it. Readers are urged to seek appropriate
advice from suitably qualified professionals for their individual
needs. All figures and statistics recorded in the book are accurate at
the time of publishing however may be subject to change.

Dedication
Even though my story may sound like I did it all on my own and
sometimes it certainly felt that way – no one ever does it all on their
own. I would like to dedicate this book to my husband Brian, my
three beautiful children, friends and all the unmentioned heroes who
help out other people with what they do, whether it is a service,
some advice or just a smile, everything helps.

Foreword
In the last decade there has been an explosion of self-help books by
previously unheard-of authors. Many of these authors are motivated
not by a deep-seated desire to share the results of their decades of
research and study, but rather by a deep-seated desire to generate
cash for themselves. Authors are using ever-catchier titles ( in the
genre of “become a millionaire by lunchtime”) and using the rapidly
falling costs of eBook distribution to gain a foothold. Then, by getting
a few followers to conspire to buy their book on Amazon at a
particular hour on a particular day, they manage to achieve, for that
hour, best-seller status (the qualifying list bestowing that title is
usually omitted) and for the rest of their lives attach a by-line to their
name of “international bestselling author”.
Dymphna Boholt is not one of those authors.
When I first met Dymphna, two things struck me about her. Firstly,
she is passionate about what she does. While for most people,
accounting is as dry a subject as you could imagine, Dymphna
manages to infect her audiences and readers with an enthusiasm
that is contagious and beneficial. She by no means preaches that
anyone should become an accountant. However, with interesting
examples and liberal use of creativity, she shows that a modicum of
understanding of the rules of accounting can pay handsome
dividends. So, since we all have to account for what we do
financially, you may as well make it fun and lucrative.
The second thing that struck me about Dymphna is that at her core,
she is neither an accountant nor a financial planner, but rather a
deal-maker. She has that rare talent and even rarer lateral-thinking
mind that entrepreneurs and deal-makers seem to share, namely
the ability to bring together a seemingly disparate set of people,
assets, circumstances, opportunities, capital, debt and technology,

to achieve the ultimate alchemy: create something out of,
seemingly, nothing.
During our phone calls, when she might be in one place that few
people have ever been to, and I in another that few people have
ever heard of, we will discuss anything from the valuable waterrights of a farm whose core farming operation alone would otherwise
make it worthless, to the merits of investing in a zeolite-mining
operation, and from the returns on apartments in the United States
to falling cap rates in the fastest growing city on this planet.
Dymphna teaches not because she needs the money, but because
she is passionate about getting her message out so that others may
learn in a few hours what she has spent decades learning the hard
way – through experience. They say that experience is the best
teacher, but it does not have to be your own experience! I do not
need to experience cocaine to decide whether it is something I want
to do long-term. By reading Dymphna’s book, you gain the
experience of what she has been through, without putting anything
at risk.
There is also the saying that ‘knowledge is power’. Well, I disagree
vehemently! Knowledge of itself is totally useless. So what if you
know more than anyone else on this planet about the mating habits
of moths in Ethiopia? Knowledge is only of any use if you can apply
it. Applied knowledge is power! The great thing about Dymphna’s
book is that it is not a collection of random musings that are
somewhat entertaining but otherwise useless. Rather, Dymphna
shares insights, ideas, tactics, strategies and shortcuts, from a vast
well of experience, all dished up with tremendous and genuine
enthusiasm, that you can apply immediately, to help propel you on
your path to financial freedom.

Dr Dolf de Roos - Author of the New York Times bestseller Real
Estate Riches

Introduction
I am more of a speaker than a writer when it comes to
communication – all my life I have found it easier to pick up the
phone to contact friends, family and business associates rather than
write a letter. I will however, do my very best to make this book a
journey.

A journey that will hopefully inspire, a journey that will

motivate and above all, a journey that will educate.
I remember starting very early on in my life as an educator – I now
realise this began years before I ever walked out on stage.

It

started when I was talking one on one to clients as an accountant
some 20 years ago. However things really started to take on a
whole new dimension when a man I greatly respect and admire and
now consider a mentor and a friend, Dr Dolf De Roos, said “When
you are privileged with the talent of knowledge and the ability to
pass it on – it is your duty to do so”. I consider the public speaking
that I do and the courses that I run, and now the publishing of this
book, a way of giving back to the industry that has provided me with
success.
A lot of sports people will understand this feeling and the almost
compelling duty I feel. It is the reason many formerly successful
sports players stay active local and club sports players in their
chosen sports long after their playing careers are over, by coaching,
managing, administrating or being involved in some other way in a
sport that has given them so much joy over the years.
The real estate industry is not unlike a game too. A game that
requires much strategy, team building, persistence and discipline.
Provided you put into practice all you’ve learned and keep learning
from both your wins and your losses, success will come, and when it
does, it is for life.

Author’s Note
This book has been written in a duality style. You will start with my
investment life story, taking you back to when things really started to
change for me.

I will take you through all the stages of my

investment life and how each step added to my wealth both in
character and in dollars.
Every second chapter is an analysis or critique of that phase of my
story, which you will note is written in a different style font from the
rest of the text. This in-depth look at what I did, what I should or
could have done differently will hopefully provide you the reader with
a sound set of tools, both economic and emotional, to better equip
you for your own financial success story.

My story is not an

uncommon one when you start to enquire about other people’s
financial success and the reasons and strategies behind their
success.
Everyone will have their own idea of what success, and in particular
financial success, means to them. For some it will mean becoming
a millionaire, for others it will mean having enough money to retire
and maintain their current standard of living and for others it will
mean increasing their standard of living and their lifestyle
dramatically.
For me, it meant replacing the income which I was working 40 – 60
hours a week to earn in my accounting practice with passive income
that comes in regardless of what I chose to do with my time. It
meant being able to spend time with my kids while they were still
young and not time with my grandkids in 20 to 30 years time. As a
single Mum, time was what was most important,and it was money,
in particular, passive income, that was going to give me that
freedom.
I hope my story may inspire you to achieve the same.

Chapter 1
Such is the life of a single mum
The sun was just starting to set over the hills in the crimson sky.
Slowly it was fading from a vibrant red and orange to a muted pink
and blue. It was like this most afternoons along the Queensland
coast, but I wasn’t on the beach or the deck enjoying the view, with
a drink in my hand. Once again I found myself sitting in the office
alone, surrounded by files which I should have been working on to
finish a client’s job before they came in the next day…
As I sat there, daydreaming out the window, I realised that I had
come a long way from the insecure divorcee who had moved to the
beautiful Sunshine Coast just a few years prior with a baby in arms
and heavily pregnant with my second child. I had made the $40,000
I got in a divorce settlement go a long way. I now owned a quaint
two-bedroom fibro cottage in a good position in the hills which
shadowed the coastline, half an office, and half an accountancy
practice which, although it was still a fledgling business, was
showing good promise and produced sufficient income to make
ends meet for myself and the kids.
Yes, I had much to be proud of, and much to be grateful for. Yet still
I found myself dissatisfied, sitting in my office, with piles of clients’
files covering the floor around my desk, watching the clock to make
sure I didn't miss the 6.30pm deadline to pick up my two children
from day care.

I simply couldn't afford the dollar a minute they

charged if you were late picking them up. I had been caught with
that before. My mood was definitely melancholy, not exactly a “Woe
is me” attitude, but more a “What am I doing here?”, “Where am I
heading?” kind of attitude.

I looked around my office, and although the furnishings were basic,
they were quite comfortable and professional. My fingers absentmindedly played with the leather armrests of my $800 chair that I
had so proudly purchased after my first six months of trading. My
rationale for buying such an expensive item was that I intended to sit
in the chair for probably the next 15 years, so it might as well be a
good comfy chair.

On this particular day however, that same

thought was daunting, and scared me to the core.

How could

anyone want to sit in the same chair, in the same office, doing the
same thing for 15 years. Okay, so some people do, but I knew right
then at that moment, I certainly didn’t.
I had always been a restless spirit. As a child, I was like the free
range animals on my parents’ farms. I didn’t like to be caged up. I
liked to wander about and discover new beautiful things in my world.
My family were all a little nomadic too. None of my brothers and
sisters fitted the “stay in the family home forever” mould either.
Somewhere in the lead up to, and the hurt of the divorce I had
changed. Only two years before when I was fresh out of the divorce,
I felt the need for security and routine, and knowing what the next
day held. Now though, I was restless and had outgrown the cocoon
of absolute security and normality I had initially craved. I was getting
back to my true personality. I was again becoming the person I had
been as a child and young adult before the later part of my marital
experience messed up my emotions!
It had taken me several long, hard years to regain my selfassurance, my self-confidence and get back to being me, the
individual, not me, the person who had to consider, and in fact bow
down to the opinions and actions of another person. Even though I
would consider myself a strong person, and I certainly didn't endure
any physical abuse like so many other women (in fact like some
friends of mine were exposed to, as their marriages disintegrated), I
still felt at some deep level an insecurity that my marriage had failed

because somehow I wasn't a good enough wife to keep the
marriage alive.
Years of mental manipulation and snide, insinuating comments had
certainly made some pretty big dents in what I had thought, as a
confident teenager/young adult/newly-wed, was an amour-plated
self-esteem. Clearly I was wrong.
I believe a lot of this feeling of failure came as a result of my strict
Catholic upbringing where no one is supposed to get divorced. No
one in my family had ever been divorced. In fact, at the time I was
going through the emotional rollercoaster of a failing marriage, I
didn’t even know any friends or work associates who had been
through a divorce or could offer any real life experiences as support.
Of course it’s a very different story these days. I know I am in the
clear majority, where over half the population has been divorced.
Not that these statistics are at all comforting.
“You made your bed, you lie in it.” I heard my mother’s words
echoing in my head.

“Oh! He’s only a man, you have to make

allowances,” said my aunt who had been married to only one man
since she was a teenager. The trouble was, my bed got a little
crowded with a long list of other women (girls), over the years and I
was feeling claustrophobic!
I finally realised no matter how much one half of a marriage tries, it
cannot make a marriage.

Towards the end, my marriage had

become a game of cards, where I simply didn’t want to lose the
game. I hated losing. I had always been very competitive and very
successful at sports, academically at school, and in my professional
life. I then found myself in a marriage game I had little control over
and could not win. My life at that time was a “soap opera” and I
needed to turn the television off!

Looking back now I realise at that stage, I was only just starting to
get back to the person I really am. It had taken two years. Since the
divorce, my life had been a whirlwind of hard work, juggling the
establishment of my accountancy practice and children's needs,
sicknesses and runny noses.
My thoughts were abruptly jarred back to the present when a
familiar voice boomed from a doorway. “Are you still here? You’d
better get a wriggle on, it’s 25 past six and don’t you have to pick up
those two gremlins by 6.30pm?” Ted the surveyor from next door
enquired with a beaming smile on his face.
“Oh shit, thanks Ted! Yes, I’d better fly,” I replied in a fluster.
Then my other life began for the day. Clock out of one job, clock in
to another.

I quickly shut up the office, leaving my nine o'clock

appointment file strewn over my desk, wondering what excuse I
could give as to why their accounts were not completely finished,
and bolting down to the car so I could make it to the day care centre
by 6.30pm. “Such is the life of a single mum” I thought to myself.
With my three-year-old Justin and my two-year-old Samantha safely
bundled into the car along with clothes, nappies, lunch boxes and
sleeping sheets, I tried hard to listen intently to them chat away
about their days. Both children were full of energy and eager to talk
about every detail of their day and show me countless drawings and
paintings on paper and various items of construction from cardboard
and egg cartons. Like most children, they both talked as fast as they
could, at the same time, and at top pitch, without thought that their
tired and frazzled mother was having trouble taking it all in.
Having grown up in the country where shopping took place once
every two months, I had always known how to cook a meal from
very little, which was a life saver as a single Mum with limited funds.

I was always able to throw together a meal from a tin of tuna and left
over veggies from the day before. Long ago I had learnt to always
cook more than was needed in the veggie department so they could
just be reinvented the next day.
More kiddies talk, a play on the carpet, baths and a bed time story
meant my day of responsibility was nearly over.
It’s certainly a lot easier being an accountant than a mother – but
being a mother is far more rewarding.
As I ran a hot bath – this time for myself - my thoughts drifted back
to big picture stuff again – me, and what I really wanted from my life.
If I continued doing what I was doing – without being a psychic of
any kind, I could pretty well predict what my life would hold in the
future. I would continue to cope with the double life I led of ‘in
control, professional accountant’ by day, and ‘out of control mother
of two’ by night and weekends.
My business would continue to grow from client referrals due to the
active marketing campaign I had instituted of scheduling a time
every week to get out and talk to business owners in their work
places. I would introduce myself and my growing business to them,
and offer my accountancy practice services to them. This was a
campaign I found to be highly successful, yet one which my
professional colleagues found highly amusing and very out of
character for an accountant – not the done thing at all in what was
still a very stiff profession.
I would continue to advise clients on what they should be doing with
their future, their business, their retirement planning, how to protect
their assets, save money on their taxes and basically run their lives
– yet I had absolutely no idea what I should be doing with my own
life. I could continue to sit in my $800 chair for the next 15 years. I

would continue to contribute to superannuation – maybe build up
enough equity to buy an investment property – maybe somewhere
where I might like to retire.
The idea and the picture I was painting was depressing as I lay
there in that bath, and it made me feel like I was drowning in my
own reality. How was I ever going to make any significant change
for myself and my family if I continued on the path I was on?
The question shot pangs of hurt through my chest as I thought of the
two little beings asleep in the next room – so innocent and so totally
dependent on whatever decisions I made. No longer was it just
about me – if I made the wrong decisions I would be totally stuffing
up their lives as well! A familiar feeling of fear started to creep in
and I recognised that it was at this point in my thought patterns
where I usually decided this line of thought was too hard and I would
wash it away with a glass of wine, or by watching mindless rubbish
on TV.
But that night was somehow different, I felt enough pain to want to
break through the seemingly endless circle my life was in. What did
I need to do differently? What did I need to change? What did I
really want anyway? What significant difference could I make in my
life that would make me a better Mum? What hurt the most, was
feeling like I was being a lousy Mum.
For some time, through sheer necessity (or so I thought), I had
worked from 7.30 in the morning to 6.30 at night and brought files
home from work on most weekends. This meant that I was usually
too tired and cranky to be the happy, light hearted, spontaneous
Mum I wanted to be. I was simply too tired and focused on trying to
make ends meet.

Those past two years had been hard beyond belief, and never again
do I want to stand at the grocery store counter in trepidation as I
hand over my credit card – not knowing whether it is going to accept
the transaction or not. Cold shivers run down your spine as you wait
to see if you have to make up an excuse as to why funds haven’t
cleared or whether you breathe a sigh of relief that you have
escaped for another week.
That night I sat up for hours, alone and thinking.

Thinking and

writing down all the things I wanted in my life. How I wanted my
perfect day to take place. How I wanted to be and act with my
children. All the things I wanted to have as part of my life both
financially and emotionally.

I broke these burning desires into

categories – financial, lifestyle, family, emotional, social, communal
(who I was in my community and what I could contribute), spiritual
and of course the all important, fun factor - the fun that I wanted in
my life and my kids’ lives.
I let my pen have free reign.

To do this, I first had to let my

analytical mind blow out the window and forget the barriers of what I
considered possible and what I considered fanciful or just dreaming.
The experience was exhilarating and uplifting. I felt I had a new
lease on life and a second burst of energy on a night when I would
normally

have

been

thoroughly

exhausted

from

the

day’s

responsibilities.
Once again I fell asleep on the couch, only this time the TV was not
on and my unconscious mind continued to ponder the thoughts of
my future, and what it could be, as I slept.

Chapter 2
7 Undercover emotions that can change your
financial destiny
It is a painful realisation to look at your life and suddenly see that it
is not at all how you had expected it to be. It is not necessarily what
you planned, at least not consciously, but the way life has steered
itself through a complicated maze of events. It is at times like this
that you have to remember, it was you who was at the steering
wheel. You created the life you have now. Even more painful is the
anxiety that accompanies the notion that this might be it; this is how
it is always going to be.
At this point, the most important thing to realise is that this is not
how it needs to be, and know that now is the time to change, and
that only you have the ability to make it change.

Triggers
A ‘trigger’ is an emotional reaction, the underlying motivation that
causes one to react or to take stock or re-evaluate their life or
situation. There are many things that can ‘trigger’ the will to change;
it might be that you are unhappy in a relationship or in your
workplace, perhaps there is great financial difficulty or even health
issues. Sometimes the trigger can be quite insignificant; you may
be sitting at the traffic lights and then decide that you never want to
sit in traffic at peak hour again, or it can be something life-changing
in itself; divorce, bankruptcy or a serious health scare. Whichever
way, it is usually at the point where you are at your lowest.
For me, it was somewhere in between, after a period of prolonged
coping with the after effects of divorce, being a single parent and
having to cope financially.

The trigger was that moment of

realisation ‘the same chair, in the same office, doing the same thing
for 15 years’. 15 years sitting in the same chair, 15 years of rushing
out of the office racing to pick up my children in time, 15 years of
exhaustion, feeling caged up and not knowing what the next day
held. What a terrifying thought! Terrifying enough to jolt me into
wanting to change my life right there and then.
There is a degree of soul searching involved with locating your
personal trigger. You need to define what your personal trigger is.
What is it that makes you feel anxious or stressed or unhappy? You
then need to define why it makes you feel this way. What is the
underlying reason? Financial security or lack of it? Loneliness?
Lack of ambition? You’re just not doing anything that you want to
do?
Finding the trigger is one thing, having the courage to pull it is quite
another!

Fear
Fear is a very painful thing and is one of the most difficult obstacles
to overcome. It is the fear of failure, the fear of experiencing more
pain and as ridiculous as it may sound, even the fear of success;
fear rules our lives. Fear is an emotional response with a complex
rush of accompanying sensations ranging from dread and anxiety,
to feelings of worthlessness and inadequacy and it can impact our
lives dramatically. It is fear that is usually the underlying factor that
causes most people to never go that one step further, to follow that
dream, or in some instances, even dare to dream in the first place.
We develop a thousand reasons that back up the fear; it will never
work, good things never happen to me, I am unlucky, I am
unworthy…
Counteracting fear is the hardest thing to face when exploring the
possibility of changing your life. Just like everyone else, I had my

own set of fears. I feared making the wrong decision and the
consequences that it would have on my children. I feared being a
lousy Mum. I feared not being in control. I feared ever having to rely
on another person, but fortunately my greatest fear of all was that
things were never going to change, and that fear became the trigger
to combat all other fears and work towards change.
When times get tough and you start to doubt yourself, your abilities
and the process, you need to have something to hold onto. You
need to incorporate a strategy or a process or a vision to keep you
focused and on track. Some people keep a journal, some people
tell the whole world what they are doing so they can’t turn back or
they would lose face (this is a little bit like me, or I create situations
where I have no alternative but to proceed). Some people stick it on
the fridge – whichever way you choose, you need a fear buster
technique, Something that puts you back fair and square on the
reason you are making the change; something that keeps you
focused and on task.

Coping mechanisms
When we go through periods of your life that involve great change
(for example in my case, a divorce), we develop coping mechanisms
to help us through.

Our emotions get buried somewhere in the

distant past and we just get on with the task at hand, earning money
and caring for our children. we are in pure survival mode.
When you are in survival mode, there is no time for dreaming or
looking to the future. you are just living from day to day and doing
anything to numb the pain. I spent years doing this. I worked from
morning to night, or into the night, raced to pick up my children from
school or day care, made dinner and paid the bills (only just). We
do what we have to, to survive, to cope with the pain of what we
have experienced or continue to experience, and we are amazingly

resilient beings, but there comes a point in time when we start to
recover, and where security and survival were in previously enough,
now they are suddenly not.

Making decisions
You have defined in your life what it is that you don’t like, so now it
is time to make that milestone decision – what is it that you do want
in your life, and what are you going to do about it? Are you going to
try to change your life or not? This is where the journey truly begins.
If you choose not to change your life, well, then, that is exactly what
happens, nothing changes, all will remain the same. Don’t try to
justify or excuse yourself for making that decision – recognise it is
your decision and own it. If you don’t make that decision, then don’t
whinge about how your life sucks if you are not prepared to make
the decisions necessary to change it.
If you decide, that you do want to change your life, well, this is the
greatest step of all.

It is that moment in time where you are

overruling your fear and self-reservation and making a conscious
decision to implement change.
How does it feel? I remember that great feeling of elation that I felt
at that moment, knowing that this was not how life was going to be
from now on and knowing that I was going to have time to spend
with my children and that I was going to be able to do all of the
things that I wanted to do. I still wasn’t sure how I was going to do it,
but I knew that my life was going to change for the better because I
had made the decision to make it change and I was 100%
committed to the process.
The difference between committing 100% to something, knowing,
really knowing with every part of your being, that you are going to
make this happen, is very different from thinking about something

and deciding that, “Wouldn't it be nice if my life was this way or
that?”. It's like those people who make a New Year's resolution
every New Year's Eve to lose weight or get fit, when really they have
not committed to what it really takes to lose weight or get fit, or if
they have, they haven't put into place the necessary support
mechanisms to keep them on track, to stay focused, and to actually
make that change happen.
For these people, perhaps the end goal wasn't big enough, or
maybe the pain of the current situation wasn't enough.

This is

exactly why I am a big believer in continued education and support
mechanisms. People who go to weight loss centres such as Weight
Watchers, Jenny Craig etc. or join a gym and actually go on a
regular basis, generally have more success than those who try to go
alone.

Similarly, when it comes to your finances and enrolling

yourself in continued education courses, participating in active
financial groups and forums, reading books, or listening to tapes all
help to keep you on track. At the end of the day though, action
needs to be taken if you want the decision-making process to
actually last and result in the changes you want to see in your life.

Combating negative thought and self-doubt
Negative thought patterns and self-doubt set in almost immediately
once a decision is made to implement change, and can often bring
any promise of change to a grinding halt there and then until the
next time we pluck up enough courage to try again… and again and
again.
Combating self-doubt and negative thought is difficult but important,
if you want to proceed on your journey. You need to be able to
recognise your self-doubt and redirect it, and turn negative thought
into positive thought. You deserve to be successful. You are a
good parent. You are worthy - whatever the case may be in your

situation. You simply need to have enough faith in yourself to
believe that you will succeed and to take that first step.
It is important to address negative thought patterns, as mentally
resisting negative thoughts will reinforce the thought rather than
make it go away. By addressing the negative thought and why you
may be thinking that way, it will help you to understand a little bit
more about yourself and what your fears are.

If you can then

rechannel that negative thought into a positive one, that in itself can
be very empowering.
We can often be very conditioned by our childhood, our upbringing,
our parent’s attitude, and the attitude of those around us, and also
those with whom we associate with. Be aware of and on guard
against the negative influences you may have in your life, and
consciously choose to either ignore these associates or guard
yourself from their negative influences.
One thing that I am very grateful for is that my parents always had
the attitude that you could do anything, be anyone, or accomplish
anything, if you put your mind to it. It is that basic self-belief which
has seen me through both the good times and bad times.

My

parents did however have some very limiting beliefs and attitudes
towards money and wealth and they were in no way new age or
liberal thinking, in fact they were quite the reverse. They did instil in
all their seven children a very grounded belief system of “If you have
got the guts to give it a go and the determination to see it through –
you’ll make it in the end”. And for this I am eternally grateful.

Pulling the trigger
So now, after a degree of soul searching and introspection you have
determined that you want change, in fact you need to change. You
are addressing your fears, the self-doubt has crept in but one by one

you are redirecting those thoughts. You are working out a support
process to keep you on task and focused. It is now time to put your
money where your mouth is and do it, pull the trigger and see what
happens.

Chapter 3
An uncomfortable couch, a dream, and a vision of
what life could be like
“Ugh” I moaned. “As much as that couch is comfortable it is not
designed to sleep on all night.” My head feels like I have been on
an all night bender, not that I could really remember what that even
feels like. I don't think I have had one of those since my old Uni
days. I hadn't had a drop to drink, so how come my head hurt so
much? It had obviously been working overtime all night, thinking,
planning and strategising. I picked up the still open scrapbook that I
had been writing in the night before and I was astounded at just how
much I had written. No wonder my head hurt!
“Good morning Mummy” came the familiar little voices as they
thumped down the staircase.

‘How could two such little bodies

makes so much noise?’ I asked myself as they ran down the stairs
to greet me. “How come you didn't wear your jammies to bed - you
are in the same clothes you had on yesterday.”
“Mu-um, I'm hungry, what can we have for breakfast?”
“Mu-um, Samantha stole my book.”
“Mu-um, Justin hit me.”
“Mu-um, I was on that chair first.”
‘WHACK!!! Welcome to reality’ I thought. “Can we just settle down
and get through the morning without any fights?” I suggested to the
kids as I went about my morning ritual of organising breakfast,
making a much-needed cup of tea and packing lunches for the day
ahead.
Something changed that night on the couch. Even though my daily
routine appeared to change little from an outsider’s perspective, I
had changed….. I had a dream. I had a vision of what my life could

be like. To many, this may seem all too new age and alternate – but
in reality, it was just a matter of taking the time to analyse what I
really wanted for my kids and myself.
In effect, what I had created that night on the pages of one of the
kid’s old scrapbooks was a blue print of my future. It was something
to model my decisions around.
Knowing what I wanted and taking responsibility for making it
happen was very empowering. Really accepting that it is no one
else’s fault or responsibility other than my own, that I was in my
current situation because of the decisions I made and the choices I
took, is very confronting and really facing the truth. I had to take
responsibility for my own future and understand and accept that I
was, and am, the only one that can do it for me.
I knew from my experience in the accounting firm that many people
think they are taking this level of responsibility, when in fact they are
still passing over control to someone else such as an accountant or
financial advisor etc.

These types of professionals, should be

viewed as information sources that have specialised knowledge in a
certain area. I can say this without being discriminatory because I
am an accountant and I have worked as a financial advisor. I would
hate to burst anyone’s bubble, but there is no accountant, financial
advisor, mortgage broker, solicitor, stock broker or professional
advisor of any kind that will be thinking about your financial future as
much as you are, over a cup of tea and toast on a Sunday morning.
I knew categorically that this was the truth, which is why I also knew
I was the one who had to take responsibility for my decisions and
ultimately my future.

I needed the other professionals for their

specialised knowledge so that I could filter through that knowledge
and take elements of it to suit my own personal circumstances, and
then take action through the knowledge I had gained.

I knew not all my decisions were going to be good decisions and
boy that seemed scary, but taking responsibility for this was part of
the change I had to make in order to achieve what I had planned for
my future. I could still hear the ring of my mother's voice saying.
“You won’t always get everything right, the important thing is to learn
from your mistakes and not replicate them in the future.”
‘Shame I didn’t learn that one sooner,’ I mused as I thought about
my first marriage. ‘Well at least I’m not going to make the same
mistakes when it comes to money,’ I declared to myself.
I thought about how often, in both financial and emotional decisions,
you see a pattern where someone always seems to make the same
kinds of mistakes over and over. They might hold on too long when
things start to go bad, or not sell a share when the stockmarket is
clearly plummeting, or allow rapid growth to compromise quality and
service, which in turn reduces growth.
Similarly, in relationships, you see people continually attracting the
same kind of partner – be it an abusive partner, a controlling
partner, a cheating partner or whatever.
In all these circumstances, it is not the business deal or the partner
that has to change; it is the individual that has to change first. If you
can accomplish the art of learning from your mistakes and not
repeating the process that created the mistakes in the first place,
you are then able to truly grow beyond any bad decision.
I had made many mistakes over the years – but I figured the person
who makes no mistakes doesn’t achieve anything either. It is my
hope that from the mistakes I have made, not only can I learn, but
that I can assist someone else and help them not to make the same
mistakes I have.

Having designed, at least on paper, what I required in my future, I
came to the realisation that the one thing that could make all I had
written down a reality was an income stream that I didn't have to
work for. Now to some, this may seem a tad fanciful, because isn’t
that really what everyone needs? To many people, it is an idea that
seems unrealistic, too idyllic. It’s an idea not even worth entertaining
for very long at all.
Most people tend to focus on wealth and assets and their net real
value, whereas what was important to me was not how much money
I was or wasn't worth, it was time freedom that I was chasing - time
to spend with my kids, time to have to myself, time to take a deep
breath and not be stressed about where the next dollar was going to
come from; time to be the happy, spontaneous Mum I wanted to be,
not the stressed, lousy Mum that I felt I was.
I very quickly realised it was an income stream that I didn’t have to
work for that I needed. Surely I hadn’t gone crazy – an income
without work had to be possible, right? Without winning the lottery and without marrying it?

I chuckled as I remembered my Aunt

saying, "Finding a man is not a financial plan!" Passive income,
that’s what I needed. Pure passive income! Passive income was
what would give me the time freedom that I craved.
So what was passive income? How could I have money or cash
flow coming to me regardless of what work I chose to do or not to
do?
All this talk about having money coming in regardless of what I
chose to do with my time may make some people think I am a
particularly lazy, lie on the couch and watch Days of our Lives type.
(Not that there is anything wrong with that if that’s what turns you
on!) But this view on life was not one I held or wanted to hold.

All I wanted was to be able to go to ‘read-aloud’ at school, or turn up
for ‘show and tell’ or simply go to the beach or the forest in the
middle of the week to get back to nature and feel the grass between
my toes; get back to the simple things in life which are so important.
I wanted to start being that spontaneous, happy, interactive person I
knew I could be.

Chapter 4
Stop settling for less than you deserve, it’s time to
put your peg in the sand
When you feel pain or misery, you suffer emotionally and it becomes
hard to deal with the day to day, but when you experience the
flipside of emotions as in happiness and excitement, suddenly
everything becomes possible. Dreams become not just a far away
glimmer of hope in the distance, they become tangible and real and
that feeling of possibility and excitement creates its own energy,
giving those dreams a life of their own.
Quite often through life experiences, we lose sight of the things that
are important to us and develop unhealthy patterns that eventually
affect our whole being. It is only when we reach crisis point and we
suddenly take stock of our lives, that we redefine what it is in life that
we really want.
At that moment in time where I realised that I now had a dream, that
was the moment where I felt a rush of excitement, a feeling of
anticipation for what the future held, and even better, I was actually
looking forward to it, rather than those feelings of dread that I had
been experiencing previously at the prospect of sitting in my office
chair for the next 15 years. Now I felt like I could take on the world,
things were going to happen… because I had a dream.

Dreams
Now I mentioned earlier that to some, this may sound a bit new age
and alternate, but it is not. Dreams are the stuff that lives are built
on. The 5 year old that plays his first soccer match dreams of one
day representing his country. The little girl that poses in front of the
mirror in her mother’s high heel shoes dreams to one day be a
catwalk model. How many rags to riches stories have you heard? It

all started with a dream; the great Western dream is to own your
own home.
Politicians, business men, all have dreams; Richard Branson,
Donald Trump and Australia’s own business hero Kerry Packer.
One of the most famous quotes of all by Martin Luther King Jr.
began ‘I have a dream’...
What begins as a dream can sometimes have an amazing flow on
effect that can change the course of history.

Take President

Eisenhower and his Interstate Highway System as an example. His
dream was to construct a modern system of highways that linked
the whole of America. The project was ambitious to say the least,
but in 1956 work began, and it eventually changed the way in which
every American would

travel; once remote areas

became

accessible, travel was faster, safer and a whole range of industries
prospered alongside it; trucking, tourism, gas stations, fast food
outlets and hotels. The system is unrivalled and it was just one
man’s dream!
Amelia Earhart’s dream was to fly. She faced adversity in the form
of prejudices in an era where activities such as flying were reserved
for men. But through enthusiasm and perseverance she went on to
become the first woman to fly across the Atlantic Ocean as well as
becoming the first person to complete numerous solo flights to
destinations around the world. These feats went on to become the
inspiration for many women as well as leading the way in aviation at
that time.
There are literally thousands of similar success stories I could
mention and they all tell the same story. They all started with a
dream! Absolutely everything you can think of, every journey, every
success, everything, all started with a dream – an idea and a belief
in someone’s head.

There is nothing new age about dreaming, it is a fundamental
impulse that drives every single person that has ever endured any
degree of success in their life however elaborate or simple.
Spending more time with my children was my dream, and on the
scale of things was a relatively simple dream, I just had to take the
first step.

Taking the first step
I am a strong believer in giving yourself thinking time, because
without spending the time to think, you really never know what it is
you want. Too many people fill their lives with busyness to the point
where they don’t give themselves the time to think. Without thinking
there can be no dreaming – without dreaming there can be no ideas
– without ideas there can be no planning – no goals – no achieving no success – and nothing changes!
Knowing that you want change is the ultimate start, but knowing
what you want the change to be is a little more complicated. At this
point you need to sit down and spend thinking time to define what it
is that you are seeking; financial independence, a happier
relationship, more time with the kids, more time in general, a new
car? List all the things that you would like to have in your life and list
the things you would like to discard in your life as well. Sometimes it
is easier to define what you don’t want rather than what you do
want, but don’t get caught in the trap of focusing on all the
negatives. Turn it around. If something doesn’t suit you – just think
about what it is that does suit you and write that down.

The peg in the sand

I cannot stress enough how much your decision making process is
dependent upon

your current personal circumstances, your

personality and what you are really shooting for. This is what I call
placing your ‘peg in the sand’.
Putting a peg in the sand is a very symbolic statement for me, as it
represents the process of clearly defining your goals and knowing
exactly what it is you’re shooting for. When you set your goals
(consciously or subconsciously), the fact that you go about
achieving those goals provides the conscious and subconscious
mind with a measure of success. Although at this point in my life I
had a vague peg in the sand, it wasn’t until later on, after a period of
learning, making mistakes and growth that I put the ‘real’ peg in the
sand and made a solid plan based around real personal goals of
what I wanted to achieve rather than just vague inklings of what I
thought I might do.
Personal success for most people brings contentment and
happiness, and success itself should not just be measured in dollars
and cents. It is more accurately measured in achievement of goals
(which certainly do not have to be financial ones).
I challenge you to question yourself:

What is the definition of

success for you? It can come in many forms. It can be a financial
success. It can be a relationship success. It can be the success of
raising happy, healthy children. Whatever 'success' means to you,
will determine what success you actually achieve.
As I was going through this difficult time of change, I held fast to the
knowledge that the human mind is the most powerful tool
imaginable. All I had to do was tap into my core determination and
focus. As I stated previously, everything that we accept in today's
realities started as a thought or an idea in someone's mind. There

are many books written about the power of the mind, and how
thought processes can change your reality.
Whatever your philosophy on that front, the fact is that all successful
companies have budgets, targets, forecasts and plans. All you have
to do is think about your financial future as a business and run it as
you would any efficient business.
No one is going to care as much, or put in as much effort, as you do
with respect to your financial future. It’s up to you to do the planning
and take the necessary action - just as it was up to me to clearly set
my goals and action them.
The process of working out exactly what you want is the road map,
and the goal-setting and planning process is how you will get there.
Life is one big choice. The decisions that we make every day, every
hour, every minute and every second determine the person we are,
the type of life we lead, the people we associate with, the material
things that we own, and the mark we leave on this world. Deciding
what we want in our future is one of the biggest decisions that we
will make and that decision will be constantly changing and evolving,
and it is a decision we will make over and over again.
When I ask clients what they want in their future - a large
percentage have absolutely no idea. They might say:
“I want to be rich.”
or
“I want to have passive income - enough to live on.”
or
“Enough to live on while I write a book.”
So my next question is:

“OK so how much do you need? What amount in exact dollars after
tax, is enough?”
Again, a large percentage of them have absolutely no idea. How
can you possibly work and strive for something important, when you
don't know what it is exactly that you are working or striving for? I
was fortunate to have enough pain in my life at this point to know
precisely what I was striving for. My peg in the sand was clearly
planted on replacing my accountancy income with passive income
from positively cash flowed property.
When you are strong and passionate about something, you will
definitely achieve it. Maybe it won't happen at the first try. It might
take you a hundred tries, like Colonel Sanders and his fried chicken
recipe.
It was about this time that I came across some handy goal setting
hints that I would like to share with you. There are five in total.

Golden rules of goal setting
Firstly, they must be your OWN goals. Somebody else’s ideas will
not cause you to ‘burn inside’ to achieve them. You must own them.
I remember one year I set a goal of getting my bronze medallion in
lifesaving, which was a very big ask at the time considering I
couldn’t even swim at that point. Well, it is a goal I still haven’t
achieved, although I did swallow my pride and take swimming
lessons with my seven year old son. The reason I haven’t achieved
it yet is because it was a goal I set to please someone else, I didn’t
own it. It really wasn’t a burning desire of mine; it was someone
else’s desire for me.
Secondly, they must be written down. The power of the pen cannot
be underestimated. Just the process of writing them down and

reading them on a regular basis helps to keep you focused on your
goals and not let them slip by the wayside.
Thirdly, your goals must be such that you are compelled to chase
them. You must want them badly! They must be goals that you are
prepared to commit your all to – every part of your being.
Next, you must be able to vividly imagine the time when you have
achieved your goal. Also, you should be able to conjure up the
feelings and thoughts you will experience at that time of your
achievement in the future and practice them now – imagine it, feel it,
taste it - see it and act it now, as though you are already there.
Lastly, you must ask yourself:‘Will I pay the price?’
As the Dalai Lama says “Judge your success by what you had to
give up in order to get it”.
Are you truthfully prepared to do whatever it takes to reach that
point of achievement you have set for yourself? The process of
working out exactly what you want is the road map.

The goal-

setting and planning process is how you will get there.
Life is one big choice and deciding what we want in our future is one
of the biggest decisions that we will make. It’s up to you to do the
planning and take the necessary action.
However, it is very important to acknowledge the difference between
a dream and a goal. A dream is something you wish for - things you
enjoy thinking about but really don't know when, or even if, they will
happen. To a point, it is wishful thinking.

A goal, on the other hand, is a specific thing you have decided to
accomplish within a clearly defined time period.
For example:“Someday I'm going to lose weight” is a dream.
Whereas,
“Within the next 7 weeks I'm going to lose 5 kilos” is a goal.
Dreams are healthy and necessary; but they need to be transformed
into goals before you have a hope of achieving them. However, it is
important to acknowledge – all goals start with dreams. It is the
continued focus and strategising that turns a dream into a goal and
ultimately by adding determination and action, you turn a goal into a
reality.
Once you have created your list of goals, don't just put them away
and never look at them again. Goals are things that need to be with
you on a daily basis. They need to be ever present in your everyday
reality.

Feeling the Goal
It is important when setting your goals, to really feel your goals.
Emotions and feelings are extremely powerful forces within us.
They serve to remind us on a semi-conscious level as to why we are
striving for our goals and how we will feel deep inside ourselves
when we achieve them.
You need to feel the outcome; feel the achievement of the goal.
If it is a physical thing:
- What does it look like?
- What does it smell like?
- How do you feel when you possess it?

If it is an action or deed:
- What does it feel like to achieve that goal?
- How do you look, now that you have achieved the goal?
- How do others feel about what you have done?
Emotion adds strength and passion to the goal setting process.
Persist and you will succeed. I had so much pain in my reality that
the process of clinging to my goals and having them ever present in
my day to day operations was completely natural.

Useful Tools in Goal Setting
1. Be truthful – I cannot stress enough the importance of being
absolutely and totally truthful about where you are starting from,
what your real heartfelt thoughts are, and what you really desire for
you and your family’s future. You must be completely honest or you
will receive false outcomes with falsified information.
2. Answer the what, when, who, how & why questions.

Be

thorough. Spend adequate time and express your answers in great
detail. Be sure that you specify a start date and a finish date for
each goal set.
3. Ignore income - set dollar goals for: $1,000, $10,000, $100,000,
$1,000,000, $10,000,000.
4. Set time goals - what do I want that would take at least 10 years
to produce (perhaps 20yrs, 50yrs, 100yrs).
5. Breakdown your list of goals into defined categories such as:
Career, Children, Community, Contribution, Education

,

Environment, Family, Finances, Friendship, Fun, Spiritual, SelfFulfilment, Health, Relationships, Physical, Business.

6. Fine tune your future.
7. Add more detail – be really specific about the detail of your goals.
8. Keep the planning process alive.
- make time to create your future
- get others to help in the process
- find a coach or a mentor
- teach the process
- lighten up - have fun
- reward yourself for your achievements
- keep focused
- know the costs of the future you are creating – financially,
physically & emotionally
- plan the work & work the plan!
- re-visit your plan regularly
- monitor your progress in your diary on a regular basis
9. Repeat the first two steps.
- Be truthful
- Answer the what, when, who, how & why questions

Having Vision
Where you are in life now and where you will go, has a lot to do with
what type of vision you allow to dominate your thoughts, decisions
and actions. The dominant thoughts, feelings and emotions you run
with day to day, attract more of the same into your life. Today’s
feelings are tomorrow’s realities!
There are three types of vision; historical, present and future.

People with historical vision spend a lot of time reflecting on the
good old days and what used to be. They are reluctant to accept
new ideas or opportunities and they have trouble sticking to
anything challenging. What is worse, is individuals with historical
vision, are uncomfortable with the growth of others because it
threatens the structure and apparent equilibrium.

So a positive

change in a partner or friend is something they fear and try to resist.
People with present vision live for the 'now'. They are not obsessed
with the past, but neither are they focused on the future. These
people have tremendous potential for improvement, but they need a
prop or support to continually encourage them to focus on the
future.
People whose daily actions are governed by future vision are
continually growing and learning, taking on new challenges,
creating, modifying and improving their future.

The past

experiences of these people are not ignored, but are used to
develop skills that will help them be more successful in the future.
When you develop a strong future vision you do not have to force
yourself to set goals, your mind automatically compels you to set
them. Every time an objective is accomplished, it is not the end but
the beginning of a new goal/challenge or objective.
Future visionaries still have obstacles between themselves and their
goals; however their strong focus on the end result allows them to
work around the obstacles to a successful outcome.

Chapter 5
Thursday was my lucky day
Two weeks had passed and I was feeling like I was doing nothing to
change my situation.

I still had the excitement, the anxiety, the

feeling of bubbling over with expectation, yet nothing had
miraculously appeared. I still wasn't any closer to getting out of the
rat race of kids, day care, work, meals, exhaustion and bed. As
much as I was planning and thinking and writing down my goals, I
still didn't have a clear picture of what on earth I was going to do to
make this vision of the life I had in my head, a reality.
“Maybe I wasn’t devoting enough time to thinking about and
focusing on my goals?” I questioned myself.
Well if that is the case I just need to systemise my time and allocate
time for all the things I have to do as part of my working week. I
needed to make a list. I needed to block off time to concentrate on
each particular part of my weekly duties – and my goals, my peg in
the sand had to have its slot. With that I promptly ruled off Thursday
morning. Thursday had always been my lucky day. I was born on a
Thursday.
“Nadine” I pressed the intercom on my outdated telephone system.
“Can you make sure you take messages every Thursday morning –
I am going to be doing a special project and I can’t be interrupted.
Just let the clients know I will be calling them back after 12.00
o’clock on Thursdays.”
“Is that a standing order?” Nadine responded efficiently.
“Yes. At least until otherwise advised.”

Ok, well that’s done. What else can I do to make this dream of mine
a reality?
"Maybe it's just not possible - who are you kidding anyway? What
makes you think you're so special?” I thought, almost angrily. “Who
else do you know that doesn't have to work to earn their money and
still has a continual income stream to live on?" Once again the selfdoubt clouded in.
"Maybe I'm attacking things the wrong way," I said out loud, startling
myself at the sound of my own voice. I quickly looked around to see
who was in earshot just in case they thought I was really going
crazy.
"That's it - who else do I know that doesn't have to work to earn their
money and still has a continual income stream to live on?" This was
how I was going to find the missing link and I started to get excited
again. I really was in one of the most privileged positions of trust; I
was an accountant, I knew exactly how much my clients were
earning, and exactly, well near enough anyway, how much work
they did for that income. All I had to do was go back through my
files, think about all my clients and what they did to make a living,
think about whether they could do it any better, and emulate their
success. "Why try and form a new road through the forest when
someone else has already done it before you - I'll just copy them." I
thought with renewed enthusiasm.
As an accountant, I am very fortunate to see the inside workings of
many clients in many different industries. I can see what types of
businesses produced what amounts of income for what amounts of
physical exertion. I can look at the lead time necessary to make
some passive income businesses really tick.

But of course, when it came to putting my money where my mouth is
and implementing some of these strategies as I had been advising
clients to do for years, it all became a whole lot harder. No longer
was it simply, “You should do this”, or “You should do things this
way”, or “By implementing this strategy you will get this outcome”.
It was now a case of; Okay so what now? What strategies
specifically can I implement? How will I set it up? What opportunities
can I choose from? And what will work for me?
Now I was feeling quite insecure - as no longer was I the confident
adviser. This was real time. This was me, now. These are the
decisions that are going to affect my future and the future of my
children.
That deep, sick, all consuming, nauseating feeling began to rise up
in the pit of my stomach again as I began to go through all of the
self-doubt and anxiety I had left behind two years ago. I was now
stepping out of that comfort zone again and it was a scary thought.
This was a process I was committed to and if I didn't push forward
now, all those sleepless nights of pondering and goal setting would
be wasted. All the things I didn't like about my life right now would
continue to be perpetuated in the future and this was a process I just
couldn’t accept. That future was a place I just didn't want to be in,
not anymore.
It was time for some positive self talk – “Come on Dymphna, think of
all the people you have advised over the years. Think of how much
tax you've saved them. Think about the advice on structuring and
business management you have given them, all the success stories
that you have encouraged and helped in their transitions to the next
level. It can't be that difficult, right? All you have to do is start

implementing that same commonsense financial management to
your own situation.”
“Oh boy, I wish it was that easy.” I mumbled under my breath as I
sat alone in my office with the door closed once again.
I decided to implement some basic time management strategies.
The plan was to set aside one morning a week where I would lock
myself away in my office and spend that time focusing on me. I was
going to push the client files out of my mind and physically onto the
floor if I had to. This was going to be ‘me time’ and I was going to
use this time to systematically work through my options through a
process of logistical elimination.
I envy those people who can just drift along and take whatever
opportunities arise. I just felt like I could not afford myself that kind
of luxury.

I have too many people depending on me and those

people are very dear to my heart - me and the kids.
By implementing this time management strategy and allocating
myself some timeframes to complete the tasks of working on my
future versus that of my clients, I began to find that I was becoming
more efficient and more able to concentrate on both. While I was
working through the strategies and opportunities that were available
to me I began to feel more focused, clearer thinking and even more
decisive. Similarly, while I was focusing only on my client work, I
was more accurate and was getting through the work more easily,
rather than trying to concentrate on both, not doing either very well
and getting extremely frustrated in the process.
“Alright,” I thought, settling back into the task at hand, “let's take a
logical approach and get back to fundamentals. What clients do I
have or what people do I know that have the level of income I crave
and what is their lifestyle? How much time and effort do they have
to put in to retain that level of income?”

My first course of study was to be my business clients. Since I was
already in business, and analysing businesses all the time, I decided
that this was as good a place as any to start. I listed my business
clients who owned their own businesses. I looked at a variety of
industries, realising very quickly that most of them were very tied to
the drudgery of the 9 to 5 and in some cases working 40 to 60 hour
weeks on a regular basis.
I couldn’t help thinking that they were still trading their time for
money. This was the merry-go-round I was trying to escape.
There were an occasional few who had managed to leverage
themselves; they had employees and staff to do a great percentage
of the work.

Hsowever, none of them appeared to have the

significant amount of time freedom I craved. Those few, who had
been able to leverage themselves above the heavy work load, were
still the one ultimately responsible for their businesses. If staff quit,
got sick, or for whatever reason were not 100% committed to the
business first, these owners were still always the backstop,
regardless of whatever else they may have had planned to do that
day, that week and in some circumstances that year. Nothing like
being called back to work while you are in the middle of enjoying a
family holiday that you have gone to great expense and trouble to
organise, is there?
I was feeling a little melodramatic but I was also fearful of trading
one trap for another.

Some types of businesses certainly lend

themselves to having more free time available than others and on
further reflection, I decided that it is businesses that are not reliant
on any one individual or an individual’s personal services that
succeed in achieving this free time. Personality and skills seemed
to me to be more difficult to leverage, whereas systems and
methodology could replace themselves.

As I doodled on the edge of my journal, I thought about McDonald’s.
McDonald’s have systemised the process of making hamburgers so
effectively, and their training systems are so rigid and efficient that it
has allowed the McDonald's business to be duplicated all over the
world with the same level of success.
Over time I could certainly build up my own accountancy practice to
a size where this kind of employee leveraging is possible and where
ultimately my time behind the desk can be reduced. Whilst this was
something I was working towards, I knew this road was not the one
that was going to achieve the results I was after fast enough.
“OK – if my own business is an option, but a slow option, maybe I
should do what it takes to continue to build my business and put
systems in place to rise above the day to day work,” I thought as I
scribbled more notes into my journal. “That way, regardless of what
else happens I have a Plan B and something I am working towards.”
I stretched and pushed back on my office chair. “Ugh – this bloody
chair, for eight hundred bucks it’s not even that comfortable!” I
complained to myself as the thought of sitting in it for the next fifteen
or so years started to irk me again. “How could I possibly have
justified spending that much money in the first place, money I
couldn't really afford, on a dumb chair?” I questioned myself. As far
as doing dumb things was concerned, this one was certainly up
there.
I brought myself back to the task at hand again. “So who else in my
client base has achieved the time-free lifestyle I want?” The doodle
on the edge of my journal was beginning to spread.
“Maybe I should look to analyse my retired investors?”

They

seemed to have plenty of time to do lifestyle activities they enjoyed.

However, they either seemed to spend all their time watching the
stock market, reading about this managed fund or that managed
fund, or totally relinquish their future and the investment decisions to
a third party advisor. Whilst they appeared to have a reasonable
amount of time on their hands, they also needed a considerable
amount of investment funds to achieve that level of time freedom.
This was a luxury I didn't have, at least not yet.
Since I had worked as a financial planner for a number of years I
fully understood the impact of investment and tax efficiency in the
way one should invest both during the accumulation phase of the
wealth cycle and in the retirement phase of the wealth cycle.
However, the traditional approach to savings and investment
accumulation on its own was not going to get me where I wanted to
be fast enough. “My kids are growing up very fast and I need that
time freedom now – not when it is my grandkids that I am playing
with.” I took a deep breath and again resigned myself to search for
a faster track.
My thoughts were once again shattered by the shrill ring of the
telephone. “Hi Felicity, I haven’t heard from you for ages – are you
still tripping around the world?” I inquired of my friend. She seemed
to be constantly on holiday somewhere or at some conference in an
exotic part of the world. Felicity was a blue diamond or some high
level in a network marketing business and earned her income from
the sales of downloads on her website. She was also so positive.
As Felicity chattered on about where she had been and what she
was up to, I mused about how much she had grown on a personal
level. She was confident and secure now, which I recognised was
partly due to the motivation and personal development training she
had done as a result of joining the network marketing company, and
partly as a result of her success.

“So, what do you say, are you coming to Girl’s Lunch Friday or not?”
Felicity asked happily.
“No sorry Felicity I just can’t, I have to get these client files finished
or the invoices won’t go out this month,” I said, as that sickening
feeling of not being able to do exactly what I wanted to do when I
wanted to do it, because I simply couldn’t afford it, crept back into
the pit of my stomach.
“You’re not going to pike on me again?” Felicity interrupted “How
long has it been since you’ve had lunch with the girls?”
“I know, I know.

Next time I promise.” I heard myself say and

immediately started doubting whether that was true.
Felicity’s phone call sent my thoughts into a spin about the
possibility of joining Felicity in the network marketing game and I
began to think about my clients in network marketing businesses
and how long it had taken them to really build up a secure passive
income. The network marketing business is a proven process that
certainly provides a passive income, and provided you align yourself
with a company that has longevity and well priced products that
people want to buy, and a fair income distribution model, passive
income is not the illusive pot of gold at the end of the rainbow.
The network marketing businesses that appealed to me were the
ones that maintained a high training component for their business
operators. Many of the network marketing businesses are centred
around motivation, sales and a process of self-development. I am a
strong believer in education as part of any growth phase. I believe
this regardless of whether it is training through a university style
environment to attain a certain level of competency in any given
field, or training in the school of life to seek out and become the
person you really want to be.

A journey of personal growth and self-analysis is just as important in
attaining your ideal lifestyle and becoming your ideal person, as
learning the practical strategies necessary to get there. One doesn’t
usually happen without the other. Felicity was walking, talking proof
of this phenomenon. I knew her when she was just starting out in
the business and I watched her grow and saw her attitude change
AND watched her financial success change as a result.
As I sat thinking about Felicity, I thought about how I did agree with
many of the philosophies behind network marketing or multi level
marketing, and admitted I was drawn to the work from home model,
my accounting and analytical side saw how the numbers could
produce the results I wanted, but the right product and business
model hadn’t presented itself.

I wasn’t the laundry powder or

vitamins and health food kind of person, so as I thought about it
further I resolved to not discount this option, but to continue my
search for now.
Whilst on the topic of high, passive incomes my thoughts wandered
to my internet business owners, and I could see how some of them
were making an extraordinary amount of money from creating
internet-based businesses selling goods and services around the
world. Some didn't even have a product to sell, they simply on-sold
products and services for other people’s websites.

Whilst these

clients certainly appeared to have the time free lifestyle I was
looking for, I was hesitant to venture down this path due to the
extraordinary learning curve it would take for me to become
proficient in the industry.
The use of computers was something of a necessity rather than a
joy for me. Glancing at my own computer screen, it didn’t inspire
me to believe I had the passion and commitment required to make
this style of business as successful as it needed to be to produce
my alluring passive income.

I thought about one of my more successful clients who was
producing over $10,000 a week from his internet marketing
business. He leveraged the creation of internet sites by having a
team of programmers based in Asia creating websites designed to
attract leads that were linked through to wholesalers selling
products. He didn't even have an actual product to sell! But even
the attraction of these kinds of numbers wasn't sufficient to convince
me that an internet marketing business was the answer to my
searching.
“Maybe the stock market was the answer,” I thought. I had a variety
of stock market, options and futures traders on my books who were
totally consumed by the markets in which they traded. Some would
rush home from work just to download data and ponder over their
buys and sells for the next day. “No,” I concluded, they were glued
to the computer screen just as much as the internet marketing
businesses, watching the numbers change. That’s not me. I am too
much of a people person to be stuck in front of a computer screen
all day, no matter how much it might pay.”
Even when I thought about my futures traders, who mainly traded
the international markets and seemed to live like owls, up by night
and asleep by day, I couldn’t make myself get excited. “No,” I
decided once again. “This certainly didn’t suit my single mum
lifestyle or personality any more than the work I was already doing.”
As I gazed out the window envying the blue sky that someone out
there was enjoying on the beach with their children, I remembered
one young kid who came to see me. He was about 16 when he first
came to see me. His parents had given him some Commonwealth
Bank shares when he was about 10 years of age. From the age of
13 he started paper trading and studying the market, doing courses
and reading numerous trading books (paper trading is simply

pretending to trade the market with fictitious amounts of money to
gain experience and confidence in the market).
At the age of 15 he convinced his parent to let him cash in his
shares and trade the money on the futures market. He came to see
me to inquire about the best structure in which to continue his
trading for both taxation and asset protection purposes. I admired
the kid, as he had a lot of guts and determination and a real passion
for what he did, and he was doing all the right things.

He was

educating himself and learning about the industry before committing
himself financially and then seeking expert advice to help him fill in
the gaps in the areas where he was not so well informed.
He came back to see me when he was 18, to inquire about the
taxation and asset protection implications of buying his first piece of
real estate. During the two years since I had last seen him he had
built up his trading bank to over a $250,000 through trading in the
international futures markets. He had decided to split his trading
bank of funds to buy real estate and retain the remainder to continue
trading.
He was such a smart kid and already knew so much more than I did
in his chosen field – futures trading. Even at his early years he was
very conscious of cash flow. He wanted to put sufficient money into
his first purchase so that it would not be negatively cash flowed and
a drain on his trading income. He just needed a little bit of help to
work out the taxation implications of depreciation to determine how
much of his trading bank he needed to withdraw, in order to make
his purchase a neutrally cash flowed investment. Now that's a lot of
common sense for an 18-year-old to have. It made me seriously
think about what his parents had done or said to give him that much
common sense at such an early age.

It was because of this smart kid client that I decided when my kids
were 13 or 14 years of age I was going to get them paper trading
the market – even if they decided not to continue as adults, it would
give them a sound understanding of what it means to invest and
what the benefits can be. I sat considering how lucky I am to have
formal training in the field as well as experience firsthand in what it
means to invest. This didn’t come from my parents, but from my
host mother when I was an exchange student in Bangkok, Thailand.
She really knew the business world and the power of investment.
She was the one who inspired me to study in the accounting and
economic field.
I remember numerous conversations I had with her about money
and business and how the social structure in Thailand rewarded
those with money and those who invested. It was this time that I
spent as an exchange student in Thailand that taught me the value
of compound interest and what it really meant to earn interest on
your interest and conversely what it means if you are borrowing
money to pay interest on your interest. Both have dramatic effects.
One good, one bad!
I guess my host mother had such a profound impact of how I looked
at investing and money partly because of my impressionable age
(17) and partly because my time in Bangkok, Thailand was such a
stark contrast from my time as a little girl growing up in country
Australia.
Whilst my parents were very proud of me, their economic prowess
left a lot to be desired. Particularly my father – bless his heart – who
was your typical third generation child.

His grandfather made

considerable wealth, my Dad’s father maintained that wealth, and
my Dad spent a life time buying and selling rural properties at a loss.
He was given at the age of 21, a rural property which in recent years
has sold for nearly $20 million, but through a series of bad business

decisions (and raising seven children with all but myself going to
private schools - I was the last of seven children by eight years) –
lost all but one $100,000 unit which was sold and distributed
amongst the seven children when my mother died.
I pondered the benefits using the tradeable markets to attain the
lifestyle and time freedom I wanted. It just didn’t inspire any passion
in me. The process is sound and I felt sure that it should form part
of my overall long term strategy, but I simply lacked the burning
desire for being a full time trader in the market. I resolved myself to
accept the stock market and other tradeable commodity markets as
part of my long term, diversification strategy, but it just wasn’t
realistic to think that any of this inspired me enough for this to be my
new core wealth building strategy; the wealth building strategy that
was going to replace my current lifestyle and job that was already so
devoid of passion.
“Well, I was certainly narrowing it down.” I thought as I flicked
through some more of my client files. The only other area of wealth
creation that seemed worth exploring was that of the property
investor.

I had quite a few different styles of property investors

among my clients, so I set about breaking them down into the
various categories, so I could see their different strengths and
weaknesses.

Quietly I was hoping that there would be more

strengths than weaknesses, otherwise I was going to have to revisit
my whole thought process.
What if what I was looking for didn’t exist? What was I going to do
then? I took another look at that beautiful bright blue sky outside my
office window. “No, that’s not an option,” I thought “it’s here
somewhere; I just haven’t seen it yet.” I wasn’t going to let fear set in
again and returned my attention to my desk and reached for another
stack of client files to rifle through with renewed resolve.

Firstly, I looked at some builders and developers who appeared to
be making significant wealth inroads and relatively quickly too. This
felt a little bit complicated for me at this point in time, though the
numbers looked quite good. I admitted to myself that it is not an
area in which I have any experience and upon further reflection,
whilst they were building significant wealth relatively quickly, these
clients were also working very hard to achieve this wealth.
I noted that a gain in this market also seemed to come in cycles.
When the property market is in its upward cycle and accelerating,
and the more properties the investor owns the quicker their wealth
grows. When the market is not so buoyant, their returns suffer. “It
would be nice if you could find a balance,” I thought to myself.
I flicked through a few more files and then noticed that the clients
who concentrated on holding on to as many of their properties as
they could, were the ones who appeared to be the most financially
sound. Even more so, if they used their building and developing
skills to accumulate properties and only sell-off sufficient properties
to reduce the debt levels so that their remaining property holdings
were either in a neutrally cash flowed position, or producing a
positive cash flow.
I was becoming disillusioned again. Whilst the wealth of my clients
in this sector continued to grow considerably, unless they sold
something and lived off the profit from the sale they were still tied on
the merry-go-round of having to do some form of physical exertion
on a week by week basis to pay for their groceries and other basic
needs. None of them appeared to have the true passive income I
was seeking to give me the choice as to whether I work or not, and I
just didn’t believe that I had the required skills to venture down the
builder developer path, just not yet anyway.

My next consideration was the ‘save up a deposit and invest whilst
continuing to work hard in a job’ style of investor. These investors
sometimes used the taxation breaks awarded to negative gearing
whilst making the investment as neutrally cash flowed as possible.
This approach was a sure and steady approach and clearly gave
strong results over time. I just needed to reduce the time that it took
to get these strong results.
I asked myself again, “Was this actually possible?”
I focused on my commercial client investors. Now they seemed to
be on the right track. The properties they purchased usually brought
in more income than it cost them to own the property and provided
everything was going well and they had a tenant in their properties,
they seemed to be producing a positive cash flow from the
properties.
My only sticking point here was that if for any reason the property
was vacant it seemed to take a much longer period of time to
replace

the

tenant,

compared to

concentrated on residential markets.

my client

investors

that

At least that was what the

information in front of me tended to show.

The strategy looked

sound, but I felt wary of these additional risks associated with
commercial real estate as opposed to residential real estate.
Maybe there was a way I could stick to the safety of the residential
market and yet still find a property that had the higher return of
commercial, but the lower risk profile of residential.
It was like I had been hit over the head with a brick and yet for some
strange reason it felt good. “That’s it!” I said out loud and flinched
at the shock of the sound of my own voice. “That’s all I have to do.
Buy property that brings in more rent than it costs in expenses to

keep it.

Expenses such as management fees, council rates,

insurance on the property and of course interest on the mortgage.”
“But I don’t have much money or equity to start with, so I need to
make what I do have stretch a very long way,” I affirmed to myself
before hurriedly gathering up my things and rushing out the door to
once again pick up the kids and start my other job. Motherhood!

Chapter 6
You can’t manage money if you can’t control your
time
Ok! By now you will probably have decided what your goals are and
you can firmly place that peg in the sand. You have sorted out your
finances; you are personally ready. The only thing that you may still
be having a problem with is finding the time to work on your goals.
This is a common problem, mainly because at this point in time, one
of the reasons that people reassess their lives in such drastic
measures is because they seem to have so little time. They don’t
have time to do any of the things that they want to do, let alone
adding anything extra. This is precisely the reason it is absolutely
vital that they DO make time for working on their goals and focusing
on their future – and you have to make time to do this. You have to
reorganise your time by being that little bit more organised and time
efficient.

Time management strategies
Good organisational skills are the key to good time management,
and the more organised that you become, the more time you will
free up with little or no effort.
Firstly, you need to isolate some time for ‘YOU’.

Look at your

working week and identify times that you are usually less busy. It
might be first thing Monday morning or 2pm on Wednesday afternoons or whatever, and allocate this time as being your ‘YOU’ time.
During this ‘YOU’ time, you don’t answer any calls or emails or work
on anyone else’s stuff other than your own. This is ‘your’ time to
develop strategies and educate yourself and work on achieving
‘your’ goals, just like I did by blocking out my Thursday mornings.

Then look at the rest of your working week. Write a list of all the
things that need to fit into your working week and how long they
usually take you to do and allocate blocks or modules of time on a
planner or in a diary for you to work on these things. Group similar
things together. By creating modules, when something unexpected
comes in, rather than deal with it immediately and be distracted from
the task at hand, it gets allocated to a module that it either relates to,
as it is part of a job in that module or similar, or there is room in that
module to do other things.
You may make the first hour of every day a module dedicated to
answering emails and returning calls and then schedule the rest of
the day around other commitments based on their level of priority.
Learning to prioritise is an effective time management strategy.
Keeping lists of things that need to be done is helpful when
prioritising, as it allows you to see exactly what needs doing, and
which tasks need doing first.
I am often told by people I meet, and students at my seminars – “Oh
I just don’t have time for what it takes to do the study or search for
properties, I am too busy at work.” Well that’s like waving a red flag
to a bull. Without exception, by asking them a few questions I can
identify often large gaps of time they choose to spend doing things
that are not furthering their future which could be reorganised to free
up time to achieve their goals. For instance, how much time do you
spend watching rubbish on TV? Now come on, be honest, and how
much of that time are you watching programmes that fill your head
with negativity, violence, depression? Let’s face it, even the news is
full of negativity, violence and depression.
What about on your drive to work? – What do you chose to listen to?
Do you listen to motivational, inspiring and educational CD’s, or do
you listen to the local mindless banter of the morning radio hosts?

Have you considered setting the alarm clock an extra half hour or
hour earlier so you have that extra time to spend on you and your
future?

There are literally hundreds of ways you could change

things around to give yourself more time to achieve your goals. In
fact it could be the topic for a whole book. Make your own list of
time savers and start on your own journey.

Learning to delegate
Although we all like to believe that we are the only ones that can do
things as well as we do them personally, there are a lot of things
that can be delegated to others who will do them just as efficiently.
By doing this, it allows you to concentrate on the things that are
more important, as well as free up time to focus on you and
achieving your goals.
While you are learning to delegate, why not look at the things that
you don’t like doing as well. Is there anyone else that can do these
things? You may as well start eliminating the things in your life that
you don’t like doing if you can. This often has an immediate effect
on your attitude; not having to do something that you really don’t
want to do is very uplifting. Of course in the early days of working
on your goals, you may not immediately be able to do this for
financial reasons, but if you work towards this and incorporate this in
your strategy it will happen sooner rather than later, and the feeling
is unbelievably liberating. One of my pet hates – maybe that’s a
little strong – immense dislikes, is housework. As soon as I was
financially able, the first thing that I chose to delegate was
housework. And even though initially I probably didn’t reallocate
that time to something more profitable, it certainly made me feel
better and more like working when I did work.

Systemising your business
If you have your own business, one of the most time efficient things
you can do is systemise the processes of your business. Are you
currently in a position where you can’t be away from your business
for prolonged periods of time without things coming to a grinding
halt? If your business is only small or a solo operation this is a bit
harder to do, but so often, business owners spend more time
actively working in their business simply due to the fact that they do
not have processes or systems in place.
By systemising or adding processes, I mean having job descriptions
and clear instructions on every process in the business. Effectively,
a manual on the day to day running of the business. It allows you,
as the business owner to train your staff efficiently so that they
understand exactly what is expected of them and the process in
which they are to perform their duties.
By systemising your business it affords you the peace of mind that
in your absence the business will perform as effectively and
efficiently as if you were there, while allowing you to concentrate on
other things like working towards your goals.
Franchises

like

McDonald’s,

KFC,

Dominos

etc.

have

all

successfully systemised their businesses so that each store can run
independently from each other, while maintaining a streamlined
system of services and products so that you can be anywhere in the
world, and the business is not only easily identifiable by their image
but the process in which the staff is trained will be the same in each
store. You don’t need to be a franchise or chain store to have an
efficient business system. However, the system is where it begins.
Each of these businesses would not have been able to go to that
next step of replicating their business concept were there not
replicable systems in place.

Systemising your business will also prepare the business for sale or
expansion (if that is part of your plan) by allowing prospective
buyers and or business partners to see that although the business
may be your concept or due to your specialised skills, it is not reliant
on you being there actively working in the business i.e. it won’t all
collapse when you are not there.

Process of elimination
Ok. You have got all this way. Now what? How is it that you are
going to achieve these goals? Where is the money going to come
from? What do you need to look for?
There is a certain process of elimination that you need to go through
once you have set your goals to determine how it is that you are
going to achieve your goals. For me it was ultimately real estate,
but before realising this, I went through a prolonged process of
elimination.
Being an accountant, I was able to see what other business owners
were able to achieve. I was able to clearly see which businesses
were labour intensive or required full hands-on involvement from the
owners. I could see which businesses were profitable as well as
which owners had the ‘lifestyle’ I was seeking. Of course, unless
you are an accountant, you won’t have the same privilege of having
access to this information, but you just need to look at people you
know or admire. Which of your friends or associates have the sort
of lifestyle that you are seeking? What defining principle is it that
leads to the success of people that you know? What strategies did
they use? Ask lots of questions, again read lots of books, explore
the areas that you are interested in.
Try to pinpoint why these people or businesses are successful.
Look at their strategies that led them to success. Also look at what
their day to day consists of, and your personal response to that; how

much time do they spend in front of the computer? Do you like
spending time on the computer? How hands-on are they in their
business? Do you want to be that hands-on in your business? Are
they living their dream? Are they passionate about what they are
doing?
Being passionate about something gives you motivation, so seeking
out something because it makes the most money is not necessarily
going to keep those ‘fires inside’ burning.

After all, you are not

going to go to all this trouble of changing your lifestyle if the change
isn’t going to be one for the better.
The goal is not to adopt someone else’s success plan that has them
equally bound to their unhappy lifestyle as you are to yours already.
You are looking to adopt key points that will help you achieve your
goals, utilising your passions to create your ultimate lifestyle. That’s
where real estate came in for me. It was something that I was
passionate about. IT WAS ME and it went on to become the key to
my success.

Trial and error
There is a certain amount of trial and error in finding your niche.
Just because something doesn’t work straight away does not
necessarily mean that it is a mistake. It just might need a little bit of
refining or reassessing – don’t just throw in the towel at the first
obstacle that comes your way. Trial and error can sometimes be an
extremely positive learning experience, especially if the error is
made very early on in the learning process when you have little or
less to lose.
Errors should not be looked at as failures, just diversions on your
road to success. With them, comes invaluable insights that prevent
you from making similar errors later on when you may have much

more at risk. Consider mistakes early on, as blessings in disguise.
Learn from them and move on.
Like an inventor with his or her invention, it is not necessarily the
first prototype that goes on to become the roaring success story.
Take the story of the Dyson vacuum cleaner. James Dyson, the
inventor, created a staggering 5,127 prototypes before he finally hit
the jackpot and launched onto the market ‘The Dyson Dual
Cyclone™’ vacuum cleaner that went on to become the fastest
selling vacuum cleaner ever to be made in the UK.
Not only that, his invention was rejected by all of the major
manufacturing companies, so it only saw the light of day through
James Dyson’s sheer determination which eventually saw him
setting up his own manufacturing company. Just imagine if he had
stopped at prototype number two!

Determination
Determination will be a major key to your success. Achieving your
goals will require a lot of determination as well as perseverance,
commitment and patience, and those qualities will not always be
easy to maintain when you make mistakes or encounter obstacles. I
had my fair share of obstacles, and when those obstacles cost or
lose you some of your hard earned money, it can cause self-doubt
and fear and make you reluctant to act when future opportunities
come along. If you remain determined, one by one you will conquer
the obstacles, or build your paths around them.
Funnily enough, when you look back at these obstacles later on,
what seemed an enormous obstacle at the time often appears quite
insignificant in retrospect. This is largely due to the change in your
mind set; the more determined you become and the more
successes you achieve, the more positive your attitude will become.

Instead of seeing things as obstacles, you will see them as
challenges; instead of seeing things as impossible, you look for
possibilities. It is all in the approach.
In the written language, when you look at the Chinese character for
problem, it is the same Chinese character that is used for
opportunity. Maybe wise old Confucius had something to say after
all!
I was never the smartest kid in my grade growing up. I was in the
top percentile, but I remember my best friend in grade 8, 9 and 10
was a lot smarter than I was, but she had no ambition, no
determination. I hope one day our paths cross again as I would love
to help her understand what I do now.
I was interviewed by a radio station who asked, “What is the one
thing that you attribute your success to?”
Without hesitation, I replied, “It was the sheer determination to make
it happen. Everything else is a learned skill.”
Investing is a learned skill. Working the numbers is a learned skill.
Negotiations are a learned skill. Financing is a learned skill. The
law is a learned skill.

Picking growth areas is a learned skill.

Finding cash cows is a learned skill. Tax is a learned skill. Asset
protection is a learned skill. Everything is a learned skill that anyone
can learn. If they have the determination to stick at it long enough to
learn from their mistakes, it will happen!

Chapter 7
How could I be so stupid?
“Hey Scott, what are you doing on Monday? I had a fantastic phone
call with a guy who has a trading programme that yields 10% per
month, guaranteed. Do you want to come to Brisbane to meet him
with me?”
“Sure I can probably reorganise my entire day just to accommodate.
Who is he and what does he do?” Scott responded in his usual
supportive way.
This was similar to many phone calls I had with my friend and
business colleague. Like me, he was searching for more; searching
for a better way; a quick fix. I liked having him come along to these
meetings as he was a second pair of ears, a different perspective on
what was happening. Unfortunately the story seemed to always be
the same.
“Meet me at some coffee shop somewhere and I will show you how
you can make millions in an incredibly short period of time,” was the
standard spiel.

They could never meet us in their office, as of

course they didn’t have an office, and the deal was always going
down next week, or next month. On top of that, if you ever bothered
to follow them after the meeting you would find that they would get
into a clapped out 10 year old car – yet amazingly, they held the
secret to turning your investment into many millions of dollars.
Over the course of several years, Scott and I met with many such
men and some were even very believable and some, much to my
shame and financial disappointment, I even invested with. And yes,
you guessed it – I lost my money.

“How could I be so stupid?”

I admonished myself.

people should know better!”

“You of all

I tried to justify my decision by

reflecting on the fact that other people had made money in this or
that particular investment. “So why didn’t it ever last beyond when I
put money into the deal?”

I questioned myself, but of course I

already knew the answer to that.
I took comfort in knowing that I at least wasn’t the only one that had
made these sorts of costly mistakes. I thought about Doug and
Shirley. They had been good clients and they always came in to
discuss their investments, and what they should be doing with their
self-managed superannuation monies and savings.

On this day

they had an air of confidence, a feeling of success that I couldn’t
help but notice as they came in for their pre-yearend financial check.
“Ok Guys – what’s going on? What have you done?” I inquired.
“Well,” Shirley gushed, “We didn’t want to tell you earlier until we
had proven it, ‘cos we knew what you would say and we knew you
wouldn’t approve, but Doug and I discussed it, and we decided we
wanted to give it a go. Our friends Beryl and Ron put us onto it. We
are so excited.”
“Excited about what? What wouldn’t I approve of?” I asked again
even more puzzled than before.
“OK. Beryl and Ron, friends of ours, found this investment on the
internet, where the company invests in trading programmes and
options and has been returning 40% to 100% per month. Beryl and
Ron are already getting great returns.

You have to invest a

minimum of $25,000 US and it takes about three months to get your
first return. Beryl and Ron have already doubled their money and
are in for their second term.” Shirley prattled on as I tried to keep
up.

“Have Beryl and Ron actually got their money back yet? That is, got
their return back into their bank account here?” I asked trying to
make sense of what I was being told.
“No,” chimed in Doug, “That’s the best part. They can reinvest their
profits and double their return over the next three months, so they
end up compounding their return every three months.”
“Where exactly is the fund based and who is behind it and who are
the traders?” I quizzed trying not to sound to negative but obviously
not succeeding.
“See,” said Shirley, giving Doug a dig in the ribs. “I told you we
shouldn’t have told her.”
“No really – I just want to know all the details. After all if it’s that
good, I might want to invest in it too.” I replied, trying to sound a
little more positive rather than like a typical accountant.
As it turned out the investment originated out of the Bahamas in a
tax haven. Supposedly, that was how they could return such high
returns as they were not paying any tax. The traders behind the
fund were, of course, unknown names who held a conference call
every week to investors and would-be investors to indicate the
current trading yield of the fund. Oh, and I nearly forgot, they didn’t
use the regular banking system to distribute returns they used an
internet based account system which showed your returns in what
was effectively a virtual account.
Well of course I was suspicious, but not knowing enough about the
deal, I resolved to caution my client on the risks of entering into an
investment out of the normal regulatory authorities and the
protections they bring, and investing into an investment over which
they had little or no control. But the non- accountant part of me
really wanted it to be kosher so that maybe I too could gain such

extraordinary returns. I did some research on this and other types
of investments in other jurisdictions. I spoke to people about how
they worked and what things like debenture trading and arbitrage
were. These were all words that were new to me and I needed to
know more.
It was only a few weeks later that another client of mine, Dave,
came in with a very similar story, with his friends introducing him
after they too had experienced unbelievable results.

Everything

Dave said echoed of the conversation I had had with Shirley and
Doug a couple of weeks earlier.
I began to question my own judgement. Maybe such returns were
realistic. I gathered the investment details from Dave so that I too
might partake in the amazing returns. Also I questioned where I
was going to find the minimum investment amount of $25,000 US.
Maybe I would ring my mate and friendly bank manager Scott.
Perhaps we could split an investment?
Well time went by and even though I had spoken to Scott about the
deal, we both got busy and never ended up doing anything about it.
“What a lucky break that was!”
Within a couple of days of each other I ended up seeing both Dave
and Shirley and Doug.

Both had stories of woe.

Both had got

excited about their virtual bank account skyrocketing and both had
invested more than their initial investment. Both had told all their
friends and many of them had also invested in the scheme. All had
lost their money.

All had been told a similar tale of blame and

misunderstanding. It was always someone else’s fault. The Federal
Reserve had frozen their trading account because they were making
too much money. The IRS (the American Taxation System) had
caught up with them and they had to pay back taxes. The big boys

of the internet had shut down their internet monetary account. The
list goes on and on. But the tale of woe was all the same. Investors
had been lured by greed to invest in funds that they had no control
over and in a jurisdiction that had no regulatory protections.
I soon learnt these schemes were called ‘ponzi’ schemes where the
organisers pay out initial investors with the newly invested funds by
new investors. The new investors tell all their friends about what
great returns they are getting, most never withdraw their money as
they are hooked by the smell of big returns and greed, and they
subsequently become ignorant advocates of the scheme. When the
organisers have reaped enough victims and their money, they shut
down and run without a trace, only to set up again under a new
name somewhere else.
--It was my Thursday morning again. My ‘me’ time and I looked back
over the lucky escape I had had by not being seduced by the quick
buck in the latest get rich quick scheme where you didn’t end up
getting rich. I did feel sorry however for those who I knew had fallen
foul of this type of scheme.
Something that did interest me was investments into start up
companies. I sat there on that Thursday morning and mused about
being an investor in Warren Buffet’s Birkshire Hathaway company
where an investor who invested $1000 in 1970, five years after
Warren Buffet had bought control of the company, would have an
investment portfolio worth approximately US$3.3million in today’s
market as they are currently trading at US$139,000 per share!
Or perhaps I could look at something a little more recent. If you had
invested in Microsoft when it first listed in 1986, your $1000 worth of

shares would now be worth in the order of $289,896 – give or take a
bit of fluctuation.
My mind drifted back a few years to a time when I decided to seek
out new ‘greenfield’ projects that I could be part of and possibly lend
my experience in accounting and sourcing funds, in exchange for an
initial shareholding in the company which would hopefully be worth
more than a fee for service arrangement.
I had placed an advertisement in the State newspaper for start up
businesses requiring funding or venture partners and it wasn’t long
before a string of greenfield businesses and ideas started traipsing
through my door.
Whilst these people all had interesting ideas, businesses and
products and I got quite adsorbed in their ventures, this period of my
life turned out to be a big time waster, and a distraction from my
primary purpose – to replace my income with a passive income
stream.
One such business I got involved with at the time was a Toxic
Waste Management System.

It was an excellent concept.

The

process really worked and it had the potential to be the next
environmental breakthrough. I really fell in love with the product and
agreed to be a director in the company and assist with
administration operations of the company in exchange for a small
shareholding. What I didn’t pay enough attention to were the people
behind the product and their moral ethics and this turned out to be a
huge lesson for me. Not only did the company ultimately fold, my
own good name was attached to the company’s demise. It was this
experience that made me very aware of the need for knowledge
about directorships, company obligations and business structures,
and how integral asset protection must be in the everyday
operations of investors and businesses.

I must have really needed to learn this lesson as it was during this
time of dealing with the Toxic Waste Management Company that I
also allowed another accountant and a financial planner to become
a partner in my business. This was part of my overall strategy to
leverage my time in the business and have others earning income
that benefited me without me being required to do all of the work.
At the time I felt absolutely sick to the core when I had to stand up to
the financial planner after months of disagreements over the
treatment of clients, and it became crystal clear that his idea of
looking after a client didn’t even come close to my idea of client
care. I told him to leave – our business partnership was over. It took
every part of my being to hold firm and insist he cleared out his
office immediately and leave. My mind raced with the practicalities
of changing the office locks, bank account signatories, registrations
and all of those other things that needed doing, but I just knew I had
to stand my ground and make him leave.
The whole process took about two hours and my other accountant
partner and I stood and watched as he packed up his things, but the
ramifications of him being involved in my business lasted for many
more years to come.
It was about three weeks after he left that the magnitude of his mess
started to unfold. I had received a suspicious phone call from one of
my clients who inquired about my previous partner and his
whereabouts as he needed to speak to him about the business loan
he had given him for my business. “Look I am really sorry, I don’t
know anything about it,” I told my client, “but I will certainly look into
it and get back to you.”
“What does he mean a loan to my business?” I questioned as I hung
up the phone. “What else has that idiot done?”

Well, after days of sifting through paperwork to get to the bottom of it
all, my other partner confirmed that this idiot was the most
despicable person I had ever let come into my life, for reasons I had
never imagined anyone would be capable of.
It surfaced that he had taken $554,000 from two clients who were
cousins and recently retired.

One had retired from

the

telecommunications industry on a disability payout and the other
from the educational sector. This was the point that I felt really sick,
to the point of being physically paralysed. How could I have let my
trust in such a horrible person get this far?
Then the cold reality of the situation really started to set in. Neither
myself nor my other partner had anywhere near $554,000 to pay to
the clients. We realised that we had little hope of recovering any of
the funds from our idiot ex-partner as he simply declared the money
was gone and he was going to declare himself bankrupt anyway.
Apparently he had a drug and gambling problem and that is where
all the money went.
So, where did that leave us? As partners in the business we were
equally and severally liable for the debt. However, I had made up
my mind that regardless of any legal issues, there was absolutely no
way I was going to allow those clients to suffer as a result. They
were both retired and had little in the way of resources to recoup
that sort of money. I was young and knew one way or another I
would find a way to do it, and reimburse the money that they had
entrusted to us.
I gathered up the courage and spoke to both clients, explained the
situation and asked them to give me a little time to work out a
solution. It took about a month to organise a loan with an alternate
lender who would take the business as security and lend me the

money. Officially the money was for ‘business expansion’, and in
my mind it was an ‘expansion’, a very necessary one, that would
allow me to pay these clients back their money, otherwise the reality
was that there would be no business to expand.
Once I had everything in place I called a meeting in my boardroom
with the two elderly clients, and their wives, who at first were really
hostile and frosty, and my solicitor Calvin. I chaired the meeting and
explained the situation and process of events that led to us all sitting
there that day. I explained about the loan I had organised and how
it was my intention to pay them back their money in full. I expressed
my deepest regrets for what had happened and admitted my sheer
stupidity at trusting such a ghastly person.

I indicated I had

contacted the regulatory authorities and started proceedings to have
his financial planning licence taken away, but I felt it was pointless to
sue him for the money as there was nothing to sue for.
My client’s respective wives both softened immediately at my
heartfelt admission of stupidity, and my lawyer sat in the corner with
his mouth open at a) what had happened, and b) that I would
choose to handle it in this way.
He was shocked, but he still managed to issue a warning. He said,
“Never before have I been bought to a meeting where both sides of
the opposing council are in the same room like this. I am normally
representing one side or the other. I commend Dymphna on her
straight forward approach, but caution her that she fully understands
what she is doing taking on a debt of this magnitude.”
I assured him I understood what it meant. I understood perfectly
and went on to indicate that if anyone could pay it off, I could, and
although we all knew that it wasn’t my fault it wasn’t the client’s fault
either. Inside, I was absolutely trembling at the prospect of paying
off such a big number loan, especially at the interest rate of 13.75%

which I hadn’t told the clients or my lawyer. At this point in time I
had absolutely no idea how I was going to pay it off either. All I
knew was that it was the right thing to do.

Chapter 8
The only person that makes nothing is the person
who never does anything
It is a natural part of the learning process to make mistakes, and
trust me, you will make them too. However, I do hope to save you
all some time and grief by looking at the mistakes that I made,
explain why they were mistakes, and what I learnt from these
mistakes. The important thing is to actually learn from them and be
wise enough not to make them again.

Get rich quick schemes
Before we go any further, this is probably as good a time as any, to
issue a small warning to beware!

There are dozens of ‘get rich

quick’ schemes out there in the market place, usually led by dubious
businessmen that are ready to pounce on trusting people who are
looking for the goose that laid the golden egg.

Although some

schemes may well be legitimate, you need to be able to recognise
the difference between a ‘great opportunity’ and a ‘too good to be
true’ get rich scheme because usually the only people who get rich
with these schemes are the dubious businessmen who present it to
you. This is where educating yourself and research will be
invaluable. It will allow you to see through the smokescreens and
dazzling lights and see the opportunity for what it is: a viable
business opportunity or a get rich quick scheme that may result in
you losing lots of money very quickly. So often you see what you
want to see. You know deep down that it doesn’t feel right or ring
true, but you persevere against your better judgement. Learn to
trust those instincts and see things for what they are.
There was an instance where I had a meeting for a supposed million
dollar investment, and my meeting was with a gentleman that ran

his operation from an old run down house in Brisbane. Clearly the
alarm bells rang as soon as I arrived on the doorstep, but I so
desperately wanted to believe that this was my ticket to financial
independence, that I actually ignored these obvious warnings and
proceeded to speak to this man about his million dollar deal which
was so obviously a scam. It took a few months of sounding him out
and giving him the opportunity to prove his worth before I eventually
closed the door on him, but the warning signs were there from the
beginning and thankfully I trusted my instincts enough not to entrust
any money to him or his deal.
Having said that, there are plenty of millionaire business men that
walk around in shorts and thongs or run their businesses from less
than glamorous offices, that are the real deal. There is usually a
correlation between the ‘wealth’ of a deal and their demeanour or
business style that demonstrates whether they are genuine or not.
Basically, learn to read the signs; there is a distinct difference
between shonky and shabby chic or being a little unstructured and
unorthodox in their methods.
It is inevitable that you will make mistakes along the way but as long
as you learn from them and continue to stay focused on your goals,
they will just be minor bumps in the road and by sharing some of my
own mistakes, which as you can see have been monumental
colossal stuff ups, I can hopefully help you avoid some of them.

Ponzi Schemes
Ponzi Schemes definitely fall under the “too good to be true” banner.
Ponzi Schemes, often called Pyramid Selling Schemes, emerge into
the market place again and again with varying structures and
names.

They are the promise of abnormally high returns in short periods of
time that are unsustainable in the long term. Early investors reap
the instant rewards and spread the word.

More investors jump

onboard and existing investors reinvest their returns for even higher
rewards, but investors are not actually investing their money. The
person running the scheme is simply paying out the money to the
early investors through the funds that are being received from the
later investors.

As the cycle goes on, eventually there comes a

point when investors want their money paid out. There are normally
minor excuses for delays as the momentum of new investors is
continued for a period of time. Then at an opportune time for the
person running the scheme, they suddenly disappear with the bulk
of the funds and any investors who weren’t paid out in the early
days, lose their money.
The harshest reality about these schemes is the lasting effect that it
can have on those around you.

Apart from money being lost,

friendships are destroyed forever. When the whole thing turns sour,
as they always inevitably do, not only do you lose your money (if
you didn’t get paid out while things were good), you will usually lose
some really good friends that have lost their money because you
introduced them to the scheme.

Debenture Trading
Debenture Trading or High Yield Interest Programs are one of the
most common forms of investment scams.

They are usually a

promise of unusually high yields for what they will tell you are ‘risk
free’ or ‘guaranteed’ investments. Debenture Trading scams come
in many guises, usually relating in some way to phenomenally high
yields achieved through ‘secret banking systems’ that you are
‘exclusively’ being offered as a ‘rare opportunity’ to participate in.

Of course, because of the nature of the investment, your
commitment will usually be a very large lump of money that they will
generously allow you to raise by ‘pooling’ the funds together with
friends and other investors.

At this point, the money is usually

deposited into a bank account or traded for bonds, never to be seen
again.
I have been presented with many of these types of deals over the
years and even though the person telling me about such
programmes genuinely believes in the existence of such trading
programmes, he or she is probably being equally hoodwinked.
Even to this day I always ask to speak to a genuine recipient of such
returns from the particular scheme that is being promoted. Well, to
this day that has never eventuated. There has always been some
excuse or reason as to why that can’t happen – “Oh they don’t want
to be made public”, “This is the first time this particular programme
is being run” or the best ones are when you are introduced to some
voice on the phone from some far away country that you find is
actually not a real person when you do a search on the name you
are given.

Partnerships
Partnerships are a very common form of business structure but one
that tends to leave assets exposed to the threat of loss.
Partnerships range from the very simple to the very complex. For
instance, a partnership may be anything from a partnership of two or
more individuals (just like I foolishly did), a set up to run a business
in their own names, or a registered business name, to partnerships
of large corporations carrying on a joint venture, to organisations
such as some legal and accounting firms with hundreds of partners
supported by complicated structures.

A partnership is not a separate legal entity and the partners own the
assets of the partnership jointly. Partnerships of individuals, with or
without a trading name can be particularly hazardous as I found out
the hard way. Not only are you exposed to the risks of your own
actions but you are also exposed to the risks of the actions of your
partners as well. If one of the partners act frivolously or fraudulently
and incurs debt or mismanages the partnership’s money, all
partners are equally responsible.
This is called ‘joint and several liability’.

Even if the other party

didn’t have anything to do with the fraud or mismanagement, they
will be held accountable for the debt and actions.
Banks and financial institutions lending money to a business
partnership always insist on having Guarantees signed by both
parties and that means both parties are responsible for 100% of the
debt, rather than each party responsible for 50% each. It is a hard
lesson to learn when you are held responsible for another person’s
debts or mismanagement and unfortunately, when in this position
there are not a lot of choices. You can either pay off the debt or risk
going bankrupt with all the implications that it will have on your credit
rating and wealth creation plan if you do.
The lesson that I learnt in all of this was to choose your partners and
business associates wisely. Choose business partners with similar
ethics as your own and set up the correct structure right from the
word go so as to minimise exposure to risk as much as possible. I
not only had a partner that mismanaged funds and acted
fraudulently to the detriment of some lovely retired investors, but by
not being correctly structured, I had to face the prospect of paying
off the debt on my own – a debt I only finally finished paying off
recently. Now that hurts!

In addition to replacing my accountancy income with passive
income, I had this enormous debt hanging over my head.

Even

though many of you may think just being able to create enough
passive income to cover your basic needs, your day to day living
expenses, is an insurmountable task, consider my plight of starting
from behind the base line by $554,000.
This is the first time I have publicly told this side of my story as it
hurts so much to think about.

I have decided to now, because

enough time has passed to heal a few of the wounds, but mostly
because in telling this part of my story now, I truly believe it will
assist others to not make the same mistakes that I did.
Ironically it was my horrific experience with my ex-business partner
that led me down a journey of study and learning on the taxation
and legal aspects of asset protection, far beyond what the average
accountant or lawyer learns in university and public practice. It was
this monumental mistake that lead me down the path of asset
protection which has become my point of recognition and notoriety
in the financial and real estate education industry.
Even more ironically, it was the setting up of structures and
speaking from stage about how you should structure correctly for
asset protection that earned me the funds to be able to pay off the
debt which resulted from my own inadequacy in this area.

Directors of Companies
A company is the most well recognised and commercially
understood structure in which to set up a business or investment (I
am not saying it is necessarily the best, only that it is the most
understood and recognisable).

To establish a company you will

need to decide who the directors will be.

This is an important

decision that will affect the management of a company and impact

on asset protection and tax planning but it is also important to
remember that even as a director of a company there are some
risks of personal liability.
A director’s personal liability can come into play if they are deemed
to have acted in breach of their duties as a director or where a
director guarantees the debts of their company. This can have dire
consequences for the individual involved as they may be held
accountable for something that they had absolutely no control over.
It was my personal experience as a director of the Toxic Waste
Management Company that made me very conscious of not
accepting Directorships lightly and many times since those days I
have politely declined such appointments, especially when I have
little or no control over the operations of the company involved. It
just carries too many hidden strings, regardless of how much I am
being offered in remuneration.

Building Alliances
Building alliances within your business as well as making it part of
your investment strategy can be a way of maximising opportunities
in which to achieve your goals efficiently and effectively. There may
not always be a need to build alliances, but they can be extremely
beneficial in some instances.
For instance, with my accountancy practice, by forming a
partnership with another accountant, I was able to set up a practice,
buy an office and to build a client base in an environment where it
had the ability to grow; a practice of two was much more able to
sustain a receptionist than a practice of one. Then as time went on I
formed an alliance with my friend and long term associate Scott
Nicholas, who was a bank manager who eventually formed a

mortgage broking franchise which is now a main business interest of
mine, Investor Loans Network.
Over the years I have had different partnerships and alliances with
various people so as to enable me to capitalise on opportunities
through the skill or contribution of others. So long as the correct
structures are in place and you minimise the risk of exposure to
yourself and your assets, alliances and partnerships can be
extremely profitable, rewarding, and educating, and can help you to
achieve your goals a lot quicker alongside likeminded people.
Just make sure you get the legal structure right and don’t end up
being liable for another party’s actions like I did in the early days.
That little exercise cost me greatly and not just in monetary terms.

Taking Responsibility
Whatever you do will have a flow on effect, hopefully good, but
occasionally you will be faced with decisions where the flow on
effect may be not so good. It is how you deal with the not so good
that will determine your long term success.
Everything you do has consequences; the way you structure a deal;
the people you deal with; how you handle misfortune and how you
handle fortune! It all has a flow on effect to the next person, the
next deal, the next opportunity and you need to be conscious of this
fact when you make the really difficult decisions, especially when
dealing with misfortune.
If something goes wrong, how you deal with it and the decisions you
make can have lasting long term effects, especially if you make
what may later turn out to be the wrong or less favourable decision.
For instance, if a business deal or partnership has gone sour and
you face enormous losses as a result of the mismanagement of your

business partner, the decision may be between bankruptcy and
paying off a debt that has been incurred by someone else (just like I
had to do). In this instance you need to look at what the long term
effects of this are going to mean for you and your future before
making that decision.
Although neither alternative is an easy alternative, by opting for
bankruptcy, the consequences will be severe, as it is going to really
affect not only your future earnings, but your ability to borrow and
invest. As a bankrupt, you will not be able to hold licences such as
a real estate, builder’s or finance broking licence and you cannot be
a director of a company without the prior approval of the court.
If borrowing money is going to be a factor in achieving your goals,
bankruptcy is going to be a major deterrent to banks and financial
institutions.
As painful as it may be, sometimes facing the debt and working out
ways in which to resolve the debt, can be a more favourable option
in the long term. It won’t be easy, and at the time may seem like an
overwhelming task, but again with perseverance and planning is
achievable. This leaves you wide open to move forward towards
your goals without the additional obstacles that the stigma of
bankruptcy can leave in its wake (not to mention the psychological
effects). Bankruptcy can bring with it feelings of failure and fear
whereas the achievement of a debt repaid can bring unparalleled
resolve and satisfaction as well as the hidden bonus of maintaining
personal integrity.
The situation that I mentioned earlier where I had a partner that
mismanaged the finances of some elderly investors is a prime
example of this. At the time I faced the option of ‘running away’
from the responsibility of what had happened to these investors.
After all, it was not actually my mismanagement. However, had I

done that, it would have jeopardised everything that my future was
going to be built on. Bankruptcy, although an option would have all
of the restrictions mentioned earlier, plus more.

I wouldn’t have

been able to do any of the things that I am doing now, speaking,
mentoring and all through no fault of my own, other than not having
sufficient systems in place, and trusting an out and out liar, and the
association by partnership.
Financing the money personally to pay back the mismanaged
money was a brave and quite painful move and an unorthodox one.
Even my lawyer questioned my actions at that time, but it was the
right thing to do.

It restored the retirement funds of these elderly

investors as well as my integrity. Admittedly I still made a mistake in
the way I structured this loan with the other accountant in my
practice, who subsequently did the bolt leaving me to pay off the
debt exclusively, but again, another learning curve and it has
become the reason why I am now so obsessive about company
structures and asset protection in business, investing and finance.
It is all about choices. Either way the choice is yours. Just make
sure that you look at all the choices and that you don’t opt for the
one that looks the easiest at the time without looking at the
consequences that this may have for you in the long term.

Chapter 9
What are you reading that rubbish for?
I put down George S. Clason’s “The Richest Man in Babylon” on the
bedside table after reading it for the second time. I thought about
the many messages conveyed throughout the book. It truly is a
classic if you can get past the fables and stories of camel traders
and silk merchants and understand the real essence of the book
and the underlying financial strategies it advocates.

I started to

think about all the seminars I had attended, the CD’s I had listened
to and the books I had read over the past six months and pondered
the many and varied strategies and stories that lay within their
pages, the many little nuggets of gold hidden by the sheer
magnitude of words.
Some of these books I was now reading for the second time, but
only now was I actually reading the books through to their final page
and not just getting part way through, setting it aside and then never
finishing it. I thought about when I first read Napoleon Hill’s “Think
and Grow Rich”. I was a university student at the time and I had
driven home from Canberra (where I went to University) for the
weekend, to my parent’s cattle property in central Queensland. It
was mustering time at home and when it’s time to muster and dip
the cattle and brand the new calves, everyone would help out. It was
all hands on deck.
I arrived a little after lunch, so instead of saddling up a horse as I
usually did and heading out to help bring the cattle into the yards, I
decided to help Mum in the kitchen for that day and get afternoon
tea ready for when everyone came in with the cattle to the yard.
My little beat up Madza Rx4 was used to carry the thermoses of tea
and Tupperware containers of cakes and biscuits to the yards. I

remember so vividly this day, because it was the day that
unknowingly, my mother changed the course of my life. The flow on
effect of what she said to me would impact on me for the next 10
years.
As Mum and I were unpacking the food from the boot of my car she
spotted the book I was reading at the time, still in my car as I hadn’t
had time to unpack yet. The book was Napoleon Hill’s “Think and
Grow Rich”. To this day I can still hear the shrill tones of her voice.
“Think and Grow Rich. Huh! What are you reading that for? What
do you want to be rich for? Stop reading that kind of rubbish. Here,
help me with the tea cups!” she blurted as she marched off to the
make shift table set up under the bush fig tree.
In one fell swoop my mother had banished my hopes and dreams of
ever doing things differently; of ever being rich or wanting to be rich.
I was left standing there wondering what was so wrong with wanting
more? Wanting wealth? In my confusion and hurt I didn’t end up
finishing that book or any other on similar topics - all because of
what I now recognise as a reckless comment by my mother.
Mum would have had no idea of the magnitude of her comment or of
its impact on a still impressionable 18 year old. I often wonder what
my life would have been like had I been able to recognise my
mother’s comment for what it was, an off-handed comment from
someone who just didn’t know any better. I wonder now whether it
was that defining moment that sent me down a road of conformity
which led to me marrying my first husband and everything that that
ultimately led to.
Of course now, years since my divorce and my mother’s ailing
health and death, I found the same old copy of that book and read it
in its entirety, along with numerous other books of similar ilk. Was it

because my mother could no longer judge me?

Or was I just

making too much of other people’s effect on my destiny?
I smiled as I reflected pleasantly on my life as it had been lately. I
knew one thing for sure, it is certainly good to have people around
me that support my endeavours, even if they aren’t always the right
thing or turn out to be right royal stuff ups! Good friends support you
regardless of the outcome, and I was very blessed to have a
number of them to support and encourage me.

Of course not

everyone fitted this category, but so long as I recognised them for
who they were and did’t let their negativity affect me I was doing
okay.
One of my biggest supporters who is a constant encouragement to
me is a man I met when I was alone, coping with the realities of
divorce and property settlements, moving house and eight months
pregnant to boot. His name is Brian. I thought about how he is
always encouraging me to be all I can be, to continue to grow and
learn.

He was becoming my partner in crime in this voyage of

discovery. Whilst the adult side of me found him fun to be around,
the still hurt divorcee wasn’t quite ready to allow him to be part of
this personal financial journey I was on. The future of my kids and
mine as well, was still too precious to be opening up to another
person financially. Those walls remained well and truly up, but I
knew deep inside that it would only be a matter of time before they
came down.

Chapter 10
The eighth wonder of the world is not compound
interest, it is compound education
Educating oneself is a never-ending process and possibly the most
important process once you have decided to implement change and
begin on your journey. Educating oneself can mean the difference
between success or failure, and it will certainly be the determining
factor in how quickly, how effectively, and how efficiently you will
achieve your goals.
Education could be the difference between winning or losing a deal.
Education may be the reason as to why you take up or turn down an
opportunity. Education may be the difference between just breaking
even or being extremely profitable.

However education or

knowledge alone is not enough – it needs application, action.

Research and self-education
It is never too late to learn, and a key to achieving your goals is to
educate yourself in the fields that you are exploring. Learn all there
is to learn and never stop learning.
These days there is so much information to tap into. Opportunities
are everywhere. Research should be a part of every goal setting
plan. By informing yourself you will make good decisions based on
solid facts. Whenever bad decisions are made or mistakes happen,
you will usually find that the outcome may have been avoided if only
you had researched it a bit more or been advised by someone that
specialises in that field, or that there were benefits to be had that
you missed out on simply because you were ill informed.

Set yourself a task to spend a little time each week educating
yourself. Enrol in courses and attend seminars and read plenty of
books, not only on the subject or industry you are exploring, but on
money

management,

motivation,

personal

development,

biographies on other successful people.
In the case of real estate it is important to understand the dynamics
of investing. The structures in which you purchase your properties,
the tax implications, the demographics of the area and external
factors that could affect the growth of your property, are all important
factors that may have a huge impact on the bottom line of an
investment. You don’t need to be the expert in every field, but by
educating yourself it makes you better equipped to ask questions
and seek advice from the right kind of person and understand the
implications of each decision.
The added bonus in educating yourself is that it gains you
confidence - confidence in your decisions as well as yourself. This
in turn empowers you to take charge and be in control of your
journey towards achieving your goals and attaining success beyond
your wildest dreams.

Reading
Reading other people’s success stories is inspiring and motivating
and makes you realise that a lot of seemingly ordinary people have
achieved some very extraordinary things. Motivational books really
inspired me to take action. I already had the academic knowledge, I
knew how to do the numbers and understood the structures, but I
had to make my mind ready. Motivational and self-development
books were the instruments I used to get my mind ready. They
allowed me to open up my thought process and step out of a life
governed by fear and self-doubt and once again gain control and
confidence in my life.

Some of the books I read that impacted on me the most were Think
and Grow Rich by Napoleon Hill; Mind Power by John Kehoe; The
Richest Man in Babylon by George S. Clason; The Instant
Millionaire: A Tale of Wisdom and Wealth by Mark Fisher. The
Celestine Prophecy by James Redfield, Rich Dad Poor Dad’s Guide
to Investing by Robert Kiyosaki, The Money Bible by Stuart Wilde
and in later years Conversations with God by Neale Donald Walsh,
all of Wayne Dyer’s tapes and recordings by Esther and Jerry Hicks.
There were also many others, all leaving their own indelible mark on
my personality, and re-emphasising the common thread of all of
their messages - have courage, set goals, believe in yourself and do
it!
Probably the person that had the most impact on me at the time was
Dr. Dolf de Roos, a New Zealand / Dutch / now American investor
and speaker. Although I didn’t read any of his work at the time, I
saw him speak, and at that point there was no turning back. It
wasn’t so much what he said about real estate - that actually wasn’t
what I needed to know; it was his attitude to life, real estate, wealth
and people that impressed me the most. I remember sitting in an
audience at a seminar listening to him speak, and he said
something about trading time for money and I realised at that
moment, even though I had my own business, that was exactly what
I was doing and that was exactly what had to change!

Positive Attitude
Your thoughts are your most powerful tool. Your attitude is a direct
product of your thoughts. If you think negative thoughts, your
attitude will be negative. If your thoughts are positive, then you
generally will have a positive attitude. It is not always easy to be
positive and think positive thoughts. When all is going fine it is easy,
but then an obstacle or hardship comes your way, and this is

generally when you revert back to old habits. Although maintaining
a positive attitude starts with you, it often helps to surround yourself
with positive people. Having positive people around you is uplifting
and can be an unexpected source of inspiration.
Positive people often have their own inspiring stories to tell. They
are usually encouraging to others and it is motivating simply just
being around them. Seeing other people succeed or work their way
towards success gives added momentum to your own experience
and journey towards success and they can spur you into action,
encouraging you to achieve beyond what you yourself thought you
were capable of. Not in a competitive “I must keep up with the
Joneses” kind of way, but in a supportive energy, kind of way.
There are numerous studies that lay testimony to the effects of a
positive attitude, not just on your ability to succeed, but in your
health as well. People with positive attitudes claim to enjoy better
health, live longer and even look younger, as well as achieve
greater success in their chosen fields.
Attitude is everything and by surrounding yourself with positive
people and being positive yourself, you increase your chances of
succeeding enormously.

It becomes almost like a roller coaster

effect, each person’s positive attitude and energy spurring the
others on, supporting and encouraging. Think of it this way. A huge
avalanche with all its power and might started with just one snow
flake, just one rock.

Now of course the opposite is also true.

Constantly surrounding yourself with negative people will have the
opposite effect.

Goal Stealers
By verbalising your goals to others you will add momentum to the
machine that drives you. However, a word of warning here! If the

one you share your goals with is a negative person, then make sure
you recognise this fact, and rise above the negative garbage that
they may inflict upon you.

Most of the time, these people are

actually well meaning, and don’t even realise what a stone anchor
they may be. This is a very important time for you to remain focused
on your goals and keep a positive attitude.
Protect your goals from 'goal stealers', and seek out 'dream
catchers' who are likely to support your goals, and affirm your vision
and be equally excited and energetic towards achieving their goals
and having success. When you make this change yourself, one of
three things usually happens.
1. You start to become more motivated and your sheer enthusiasm
changes those around you as well; or
2. You start off enthusiastic and excited but little by little those
around you pull you back to their comfort level and steal your
dreams forever; or
3. Your enthusiasm and zest for a better way means you start to
attract others who share your level of energy and want similar
things, and your old friends and family slowly drift way.
Remember the old adage “Birds of a feather flock together.”
Be aware of this phenomenon and recognise in your own
endeavours what is happening to you.
Organisations such as Weight Watchers and Alcoholics Anonymous
harness the power of community drive. The members are inspired
to achieve their own personal goals by listening to the stories of the
struggles and successes of others.
This can be done with a goal setting support group made up of likeminded, driven people who can benefit from the collective brilliance

of a group sharing tips and strategies. These groups I like to call
‘Power Groups’ because of the energy that is generated when they
meet.
Normally these people are fun people to be around anyway.
However, another word of warning! Make sure discussions are kept
confidential. Create an atmosphere of safety within the group and,
don't forget the rewards.
It is as important to reward yourself as an individual for your
achievements, as it is to also share in events with others. Maybe an
annual success banquet with your Power Group would be in order.
Remember that everything you do in the real world is merely an
external manifestation of what has already happened in your mind.
That's where the well-known saying, “If your mind can conceive it,
the body can achieve it” originated.
When we are born, our minds have few limitations. We are not born
with fear or doubt. These have to be learnt.
believed anything was possible.

As children, we

The concepts of 'limitation' and

'impossibility' are simply learnt or programmed behaviour. (This is
something we should all be aware of when bringing up our children.)

Opportunities
It is said that once a week, an opportunity comes our way that could
alter our lives dramatically, were we to seize that opportunity. Most
of us let these weekly opportunities breeze by without even giving
them a second glance, let alone grabbing the ‘opportunity bull’ by
both horns and running with it!
The reason is usually a combination of fear, trepidation and the
simple fact that we don’t always recognise a good opportunity when

we see one. Recognising opportunities is a skill in itself and as you
gain confidence, educate yourself and combat your fears you will
learn to recognise the telltale signs of a good opportunity. Again,
educating yourself can give you valuable insights into recognising a
good opportunity when it presents itself. Understanding economic
trends, new legislations or technologies and background research
are essential components of recognising a good opportunity.
Networking and presence in the marketplace will also keep you
close to where the action is.
How many times have you heard someone say “Oh, he was just in
the right place at the right time”, or “It’s not what you know, it’s who
you know”? I am sure you have heard this said many times, you
may have even said this yourself at some stage or another when
someone has had incredibly good fortune. When it is said, it is quite
often said a little begrudgingly.

The saying is in fact true, but

instead of accepting this begrudgingly, think of it as possible
opportunities for you. It may be people you know, or the times you
may be in the right place at the right time, or the opportunities that
may come to you, just by being open to the prospect of there being
opportunities.

Having said that, it does not mean that every

opportunity will be a good opportunity. You still need to exercise
due diligence and examine each opportunity for what it is, but by
educating yourself and being market ready, if it is indeed a good
opportunity, then you have put yourself in the perfect position to take
full advantage of it.
Nearly every industry has some sort of networking group or
opportunity to meet and mingle with likeminded individuals.
Surround yourself with these people and develop relationships and
allow others to know your areas of interest. They may well be the
one to present you with the opportunity of a lifetime that you have
been waiting for.

When presented with an opportunity you will often need to act
quickly and a common dilemma is to over- analyse your opportunity,
resulting in the moment passing or someone snatching the
opportunity from under your nose.

So while due diligence is

important, making decisions quickly and being market ready is
paramount. Have courage and don’t let self-doubt and negativity
cause you to live with regret.

Chapter 11
Passive income revelation
My path ahead was becoming clear. It was time I craved the most,
time to spend with my kids. Money would give me time. Money
would run out unless I had a way to make it continue to flow without
my effort. Passive income was what would ensure this continuous
flow. Passive income was what I knew I needed.
I thought about what I needed to look for. At a very basic
fundamental level, all I needed to do now was find property which
had enough rent coming in to pay for the interest on 100% of the
mortgage, the rates, the insurance, the agent’s management fees
and any yearly repairs that were necessary, yet still put money in my
pocket after all these expenses. Surely this couldn’t be so difficult? I
laughed at my own tenacity and then thought about how far my way
of thinking alone had come. I actually believed in that thought now. I
believed that it wasn’t difficult, that I was going to find exactly the
type of property that I was looking for.
I am good with numbers so it wasn’t hard for me to work out whether
a property was a positive cash flow property or not. I soon realised
there were certain types of property which were more likely to be
positive cash flowed than others. Additionally, there also tended to
be some areas that for whatever reason had more positive cash flow
and higher rental demand than others.
Slowly I began to formulate a real plan, a plan that was simply to
focus on properties that produced more income than they cost me.
That little bit of excess income was all I needed to start the flow of
positive cash flow. For the first time, I could now see the bigger
picture - for me.

I was feeling quite pleased with myself.

I had established my

primary requirement which was positive cash flow, and it was my
first step towards replacing my current ‘earned’ income from my
accountancy practice with ‘passive’ income. I now could see a clear
target, a real goal.
I had a primary course of action in mind. I was going to seek out
and acquire properties that from the day I purchased them, had
more rent coming in than they cost me in expenses, including
interest on 100% of the mortgage. I knew they were around and
they were going to be the types of properties I was going to call
‘cash cows’ and I was going to buy as many cash cows as it was
going to take, to totally replace the income that I earned from my
accountancy practice.
“Right.

All that sounds pretty simple. Now where do I start?” I

asked myself, not for the first time that day.
Well, the first thing I had to take into account was how I was going to
be able to borrow the money to buy these properties? It was another
question, but now the questions were becoming a little simpler to
answer even though the achieving part of it was still going to prove
difficult. But I knew this answer; it is the same answer I have been
giving to my clients over the years:
“Get market ready!” I almost shouted it out loud. But what did getting
market ready really mean to me? Now I felt exhausted even before I
was to begin. Firstly, it means I have to do my tax return for the last
year. Isn't it always the case that plumber’s houses have the leaky
taps, and painters seem to always have the worst painted house in
the street and builders live in half renovated houses?

“Well,

accountants”, I laughed to myself, “are amongst the worst in the
world when it comes to maintaining and keeping their personal
finances up to date.”

Having highlighted my initial course of action I decided to set aside
an extra half an hour a day for the next week to bring my personal
affairs up-to-date and get my previous year's tax returns lodged.
Once this was done I would then have to get into a position where I
could demonstrate to a bank a level of serviceability for a loan. I
also needed to make sure I had enough equity in my home and/or
half of the office from which I was working, to cover the 20% to 30%
deposit plus costs, which I would need to make my first purchase.
One thing was certain - I didn't have any significant savings that
would be in the least bit helpful for a deposit on my intended first
investment purchase.
Although I didn’t have much in the way of savings, I had been
careful not to let minor debts like credit card debts get out of hand. I
only used them in emergencies and always made them my first
priority to pay off, and even though my car was not exactly the latest
model, it was reliable and I didn’t owe a thing on it.
In order to maximise my equity position, I thought that it would be
best to finish off some minor cosmetic renovations on my home, my
principal place of residence (or PPR). This way I might be able to
increase the equity available to start investing.

In hindsight, I

believe this decision was a delaying tactic as at the time I had
sufficient equity to start immediately, although it would have meant
going back for a further revaluation and equity access within a few
months after I had completed my cosmetic renovations.

My

decision to finish my renovation first was not incorrect, however it
did probably slow my call to action to get started in the investment
game.

---

Months had gone by and it felt like this stage of my ‘getting market
ready’ had dragged on for an eternity. It had taken me six months to
get this far, but finally I was in a position where I had a line of credit
facility available to me on my home. I wondered at my patience so
far. “Wow,” I thought, “I am usually so impatient.” I felt almost out of
character. Usually when I spend the time and energy to make a
decision to do something, I want it done straight away! Well, in this
instance, it wasn’t possible and I felt that the extra thinking time was
actually a good thing!

It had stopped me from being rash and

making mistakes like I had made in the years previous that had
ended up costing me a lot of money. “I wish I had that money now!” I
silently cursed.
I now believed I was market ready. Here I was. I had done my tax
returns both past and present and my loan serviceability was looking
good.

I had taken care of my available equity by having my

mortgage facility maximised on my principal place of residence via a
line of credit style loan, although in reality a redraw facility would
have been just as effective.
I was doing everything the correct way.

With my line of credit

facility, I made sure the private portion of my loan, the amount still
outstanding on my mortgage, was separated into a separate loan
from the line of credit or redraw facility for investment.

By

separating and distinguishing between private loans and investment
loans, I was able to maximise the tax-deductibility on my investment
loan and use any excess income resulting from my investments to
pay down my private, non-deductible debt.
“Okay, so I was market ready! Now what?” I was feeling excited,
but fearful also. I was so scared that I had got this far and now I
might blow it. I looked at my tidy piles of paperwork that sat in front
of me and felt tempted to go through them one more time to see if

there was anything else that I had missed. I opened up the top file
and then slammed it shut quickly and place my hands on top of it.
“No, this is it, they are done. I have gone through them more times
than I care to think about. This is it, it’s now or never.” I berated
myself for constantly analysing everything, over-analysing. I was
definitely market ready and anything extra that I would find would
only be a result of my fear to take that next step.
“Well, I had better see if I can find one of these seemingly elusive
cash cows,” I mused silently at the name I had given these positive
cash flow properties.
--Living in a fairly sought-after built-up area, I was finding it difficult to
locate properties which had sufficient positive cash flow to meet my
needs. I did find some multiple income stream properties in highly
built-up areas that were positively cash flowed, but I felt the financial
commitment at this time was too risky. I needed to cut my teeth on
some smaller deals first. I was still spending a considerable amount
of time researching properties, looking at properties on the internet,
driving around, and speaking to a lot of agents on the phone.
I didn’t make the connection straight away, but now I began to see
that there was a pattern and relationship between purchase price
and the weekly rent I needed, to make my properties positive cash
flowed. I played around with some spreadsheets and realised that if
I wanted my properties to be positive cash flowed they had to meet
a minimum standard of what I now call the “Rule of Two”.
“Being an accountant certainly has its advantages when it comes to
researching what other people have done,” I thought as I scanned
the spreadsheet filled with numbers and notes about what other

people had invested in and the outcomes that they have achieved
from making those decisions. It was very easy for me to look at all
my clients that have investment properties, and see which of them
will positively cash flow and why.
As I looked at the numbers I could see that there were certain
characteristics that started to emerge as common denominators
when it came to positive cash flow investing. The first of these was
that if a property was geared (had a loan against it) for 80% or
higher, the growth achieved on the positive cash flow properties was
always lower (but not non-existent), than properties which were
closer to neutrally geared or in fact negatively cash flowed or were
negatively geared. This meant that as part of my plan I needed to
discount growth as a determining factor if I was chasing a positive
cash flow property. On the flip side of this of course, was that the
properties which produced the most growth for my clients were also
the properties which had relatively low yields and were in fact
negatively cash flowed.
So I concluded that if I was chasing a cash cow then it should be
yield not growth that determined its suitability for my fledgling
portfolio. I also realised now that if I only focused on positive cash
flow properties, then I would eventually run out of equity to continue
my cash cow buying spree. That meant that when the time came to
purchase growth properties, my criteria for purchasing will have to
be completely different.
As I reflected further, another characteristic became blatantly
apparent - regional areas. I could see that regional areas generally
had a much greater yield (rents) than more built-up city areas. I
thought about my own home town, a typical country town supported
mainly by the rural community and a dying gold mine. As I had
always lived in the country, investing in the more regional areas
didn't scare me at all as these were the types of towns that I grew up

in. I did note however, that many of my clients from larger more
built-up centres, had a distinct prejudice against investing in regional
areas. I deduced that this fear came from lack of knowledge and
not wanting to invest outside the immediate area where they lived.
I asked a couple of my clients as to why they felt uncomfortable
investing in some of the regional areas that I was beginning to focus
on and I was confronted with comments such as, “Oh!, you just don't
get the same standard of tenant in those areas”, or ”It is simply too
hard to manage a property at a distance”, and even, “Tenants in
regional areas just don't look after the properties the same as
tenants around here.”
“What a load of garbage!” I muttered under my breath impatiently.
These would-be investors were making judgement calls on the
quality of people that live in country areas versus city areas. I was a
true blue country girl at heart, one of the ‘standards of tenants’ that
they were making assumptions about and I found this quite
ridiculous and somewhat offensive. I almost laughed out loud as I
thought about it further.
There were other arguments though. I did have to concede that
regional areas traditionally did not have as much sustainable growth
as the more built-up city areas, but that wasn’t going to deter me.
That’s not why I was looking to purchase this style of property. I
needed cash flow, and so far, from my investigations, regional
properties were certainly looking like the place to start.
I studied my spreadsheet some more and tried to determine what
other characteristics were a common thread amongst my clients
with positively cash flowed property portfolios. I was a little excited
to discover that the more tenants you have paying rent on the one
piece of property, or one purchase, the higher the yield tends to be.

“This could be a strategy worth pursuing,” I thought and felt my
excitement building just a little at the prospect of this discovery. I
looked at the figures for a house with a granny flat that was rented
separately, and then at a house that rented both upstairs and
downstairs to different tenants. Both had a higher rental income
than similar houses with only one tenant.
To the risk adverse accountant, me, this looked extremely positive
because it also meant that if one of the tenants wasn't paying the
rent or one of the units within a multi-dwelling was vacant, I was still
going to have some money coming in towards the mortgage and my
other expenses.
Things were really starting to take shape now. I could see that the
numbers were making sense and that positive cash flow was
possible.

Cash cows were real and here they were starting to

materialise in front of me.

It also made me think more about

multiple tenants, more than two. If I took this philosophy a step
further and had even more than two tenants, what would be the
outcome then? So now I looked at what the scenarios were for
blocks of units, or multi-family dwellings, or any building which had a
number of different tenants paying the rent.
Now things really started to make sense. I got up from my seat and
walked over to the window. There was a light breeze blowing today,
feathery white clouds tinted an otherwise perfect sky.

It wasn’t

going to be long and I was going to be out there, instead of in here.
I was going to feel that beautiful cool breeze rather than just wonder
at the way it had stippled its path through the clouds. It was real
now, tangibly real. There was now a true method for achieving my
goals. Now I wasn’t just dreaming any more, I was there, I was
actually doing it.

I sat back down in my seat and pondered the concept further. It
really did make sense. The more tenants I could have for the one
purchase price the higher the yield was going to be, and the better
the cash cow was going to be.
I started to research multiple tenancy properties that were sourced
in regional areas and the yields from these properties really started
to get exciting. My dream of replacing my total accountancy income
with passive income started to crystallise as a real possibility.

Chapter 12
My specific real estate blueprint is born
Up until this point I didn’t have a real plan. I knew what I wanted
and now, after my process of elimination and string of mistakes, I
was starting to really get a sense of what I wanted to do and how I
was going to do it. A real plan was beginning to formulate. The
education process of these previous years had taught me invaluable
lessons. I knew that I had to create a positive cash flow and I now
understood how I was going to achieve this and that I was going to
achieve this through real estate.
Although you may have written down your goals and you have
embarked on your journey towards change and success, what is
often missing is a solid plan. You may have a vague general idea of
how you are going to achieve your goals, but you may not have put
a great deal of thought into the mechanics of how it is all going to
happen.
You need to constantly reassess what your goals are and how you
are going to achieve them, and as you gain more and more
knowledge, apply it to your circumstances and fill in the gaps in your
plan. By doing this you make your plans solid and they feel more
real and achievable. A solid plan also strengthens your mindset.
The more real and achievable your plan starts to feel, the more
likelihood it has of success, simply by the fact you believe in its
success.
So, I now had a plan, I had broadened my knowledge, and learnt
from my mistakes. I just needed to get market ready and then I was
really going to make it all happen.

Becoming market ready

Being in a market ready financial position gives you the ability to
take advantage of opportunities as they arise. ‘Market ready’ means
having your personal and business finances entirely up-to-date so
that they can be presented to banks or financial institutions for
appraisal. It means having your tax returns up to date, profit and
loss statements and all of your assets and liabilities listed and
recorded.

It means having communicated with accountants or

lawyers on structures that you may have already in place, or you
can put into place.
If you don’t own any property yet, then speak to a mortgage broker
about what you will need to do to qualify for a loan. You may need
to demonstrate a savings plan or reorganise some old insurance
policies in order to find the deposit. If the first property you are
buying is your principal place of residence and you have not owned
a house before, you may qualify for a first home owners grant and
you may even be in a position to buy a home right now without even
realising it. In any case, the best thing to do is sit down with a savvy
mortgage broker and find out what you can and can’t do and what
your lending limits are.
I was lucky enough to have a mortgage broker as a best friend, but
if you are not in this position, make one of my Investor Loans
Network guys your best friend.
To be market ready means being extremely organised with your
finances, and once up-to-date, remaining organised by constantly
reviewing and updating your records. Something that you will find
invaluable in organising the records of any property you may own is
my Asset Register.
An asset register is a way of effectively recording all of the relevant
financial information pertaining to a property, investment or
otherwise, that you may hold. If you have more than one property,

you will need an asset register for each property. If you don’t have
any property, and you plan to own property (because this is, of
course, one of your goals) then it is a great way to be organised
right from the start.
So, having put myself in a market ready position and with these
planning tools and my business plan (or goal setting sheet, or ‘to do’
list, or investment road map – whatever you choose to call it) written
down, I then went searching for my first deal. Searching doesn’t just
mean sitting late at night in a semi-mesmerised state surfing through
pages and pages of houses on the internet. That is entertainment.
Searching means putting your intentions out there at every level.
Searching means having a targeted surf on the Net, once you have
determined your criteria for your search, but it is so much more than
that. It means ringing up the real estate agent and talking to them
about what they have on their books and what might be coming up
that fits your criteria. Know what your criteria are! Ask questions
about your area of interest, not just from the real estate agents but
from locals such as those at the information centres. They know
what is going on in town. Put yourself in the market in every way.

Positive cash flow
I needed to create a positive cash flow so that I could free up time to
be with my family and do the things that I wanted to do. Essentially I
wanted to replace my income from the accountancy practice and the
way in which I set about doing this was to find myself positive cash
flow properties.
For me, positive cash flow properties could provide lifestyle and
choices without the constraints of having to work in the routine of a
9-5 job. Work becomes a choice, not a necessity. Many investors
will argue that positive cash flow properties do not exist, but I

guarantee you that they do; they may not be the easiest properties
to find, but they do exist and they made a big difference to my life.
Every time you earn an extra $50 to $100 per week from a positive
cash flow property, that’s an extra $50 - $100 that you don’t have to
work for. If you have one property that earns you $100 per week
positive cash flow, that’s $5,200 per year.

Imagine if you were

unexpectedly given a $5,200 pay rise. You would feel pretty good
right?

Well that’s what owning a positively geared property

producing an extra $100 a week means.
If you have 10 of these properties then that is an extra $52,000 a
year that you don’t have to work for. Imagine what a difference that
would make to your life? Or perhaps $100,000 per year? You are
your only limiting factor. Ultimately this additional income provides
lifestyle which in turn provides freedom and security.

Cash cows
As a conservative, risk adverse accountant, my definition of a cash
cow varies slightly from the norm. When working out a cash cow
most people will take into account the taxation deductions
adjustment allowed for the depreciation of the fixtures and fittings
and in some circumstances, the building depreciation also.
This means the property could actually be making a small loss
before tax, however after allowing for a depreciation deduction the
property may then become slightly positively geared. So how do
you easily calculate whether a property is negatively geared or not?
Well, I developed a simple little rule of thumb. I call it the Rule of
Two.

The Rule of Two

This is a rule of thumb technique I have called the Rule of Two that
is a quick easy method for estimating what weekly rental income
you will need to get for a property for it to be positively cash flowed.

Rule of Two
2 x Purchase Price / 1,000
= Minimum Weekly Rent

For example, if you are purchasing a property for $200,000 in most
circumstances and you will have the property fully managed by an
agent, you would need a minimum of $400/wk rent to make the
property positively cash flowed.

Example:
2 x $200,000 / 1,000
= Min. $400 p/w rent (or more)

Obviously, this is only a guide and variances in interest rates,
insurance, agent’s commissions etc. will alter the numbers slightly.
However, as a rough guide when you are out looking at property or
doing searches on the internet it does give you a guide from which
to work.
Clearly, the higher your weekly rental is above the minimum Rule of
Two estimate, the more positively cash flowed the property will be.
Now if you are relying on a pre tax negatively geared property with
lots of depreciation deductions to make it positively geared after tax,
using the Rule of Two to determine whether a property is positively
cash flow or not for you, is probably an overstatement, and you may
only need to multiply the purchase price by a factor of 1.6 to 1.7

rather than multiplying by a factor of 2 as I do in my Rule of Two
calculation.
Now it is probably an opportune time to give you my definition of
what ‘real’ positive cash flow is, in other words what a ‘real’ cash
cow is.
The difference between my calculations of a real cash cow is that I
like my properties to be making the money regardless of what tax
deduction I may or may not be entitled to. This means that I'm
putting real cash in my pocket each week and not having to rely on
a tax deduction to give me a positive outcome on my property.
The real difference between my definition of a cash cow and the
common definition of a positive cash flow property is that my
definition means it doesn't matter whether I had any other income to
offset a tax deduction against or not.

The common definition of

positively cash flowed property means that the property will only be
positive cash flow if you have other earned income to deduct your
tax saving against. This still means you are tied to a job or creating
some form of regular income.
This was not my desired outcome.

I needed to have passive

income coming in, regardless of what else I chose to do with my
time.
The other difference between my definition of a cash cow and the
norm, is that I take into account interest on the borrowing of 100% of
the purchase price – not the 80% - 90% you are borrowing on your
loan, which is secured by your new purchase. In most cases the
additional 10%, 20% or 30% needed to purchase your new
investment, as was the case for me, is coming from additional
borrowing, secured by existing property and the commitment on this
loan has to be met somewhere.

It is only if you are in the fortunate circumstances where you have
no personal debt (home mortgage) and you have savings in the
bank, that interest on the additional 10%, 20% - 30% on the monies
needed to buy the property need not be taken into account. And I
was certainly not in that league!
This is why my definition of a real cash cow and the Rule of Two
was appropriate for me.

Percentage Point Split Rule for Commercial
The Rule of Two formula does not apply to commercial properties.
The split is a little different. With commercial properties, most of the
outgoings are normally paid by the tenant which means that the only
real expense that is applied against a commercial property, is the
interest that you are paying on your mortgage and possibly the
management fees if managed by an agent.
This means that the commercial property is going to be positively
cash flowed a lot sooner than what a residential property would be.
What I usually look at here, is the percentage point split.
The percentage point split is basically the capitalisation (cap) rate or
yield that you are getting on the property, versus the interest rate
that you are paying on the mortgage.

Commercial Percentage Split
Yield Percentage Rate
-Percentage Mortgage Interest Rate
= Percentage Positive Cash Flow

If you are looking at a property that is returning an 11% yield and
you have a property that when you borrow against it you are paying,
for instance, 9% interest on the loan, then you have a 2% split point
which basically means that your positive cash flow is 2%.

Example:
11% Yield
- 9 % Mortgage Interest Rate
= 2 % Positive Cash Flow

Structures
As an accountant, and as a result of my past mistakes, I knew the
importance of setting up structures for investment properties and
businesses. If you can do that from the onset, it saves a lot of
hassle down the track. There are a number of reasons for this. The
main one is asset protection, but the structures are also important
so as to maximise each investment’s tax efficiency and avoid having
to pay much more tax than you need to.
There are various structures that can be set up for investing in real
estate each having a different tax and asset protection implication:
- Individual or Sole Trader
- Partnership
- Company
- Discretionary or Family Trusts
- Unit Trusts
- Hybrid Trusts
Each structure has its own set of merits and you may use a
combination of structures depending on the type of properties that
you purchase. (To find out more about these structures and an in

depth explanation of the tax and asset protection implications of
each, read my book on this topic listed in the back of this book.)
Up until this point I had no structures in place and it cost me dearly
when things went wrong. I left myself wide open for litigation and
personal loss, and then ultimately had to pay the price by taking
responsibility for my mistakes. Taking responsibility for my mistakes
was not necessarily a bad thing. It taught me invaluable lessons, but
they were lessons that could have been easily avoided had I had the
correct structures in place. By the time I came to invest in real estate
the lessons had been learnt and I was determined not to make the
same mistakes I had made previously. I made sure that all the
correct structures were in place. I can’t begin to stress just how
important it is that your investments are adequately protected, and
of course the last thing that anyone wants to do is pay more tax than
they need to.

Building equity
Equity is what your property or investment is worth after you deduct
any liabilities owed.

For example, if you have a home worth

$500,000 and you have $300,000 left to pay off, your equity in this
property is $200,000.

The equity is what you can then use to

borrow against to renovate, or use as a deposit to purchase more
property.
When you build equity you are increasing the value of the difference
between what you own and what you owe.

As mortgage

repayments are made and the debt reduces, equity obviously
increases, but it can also increase through market growth, which
can be further accentuated through renovation or improvement.
To build on your investment portfolio you will need to continually
increase the equity in your current investments so as to be able to

capitalise on borrowing power and funds from which to draw your
deposits.
Building equity can sometimes be as simple as refinancing a loan
and re-evaluating a growth property or a property that you have
substantially

improved,

and

thereby

adding

instant

equity.

Alternately, sometimes you may buy well. You may have bought a
property for considerably less than what it is worth because the
vendors were under pressure for whatever reason and wanted a
quick sale. The ink has barely dried on the contract and a current
market valuation may instantly add thousands of dollars to your
equity.
Growth properties are essential to the sustainability of investment
strategies, as without this growth in your equity, you will eventually
run out of funds with which to purchase new properties. While cash
cows will provide you with passive income, you will need to balance
your portfolio with growth properties so you can keep the
momentum going and purchase more cash cows!

Borrowing capacity
Everyone’s borrowing capacity is different. It is based on your
income, existing loan commitments, equity and the assets that you
currently hold and your perceived ability to service the loan without
financial hardship. If you have a large amount of equity in your
home, earn a high salary and have no outstanding debt, your
borrowing capacity will be high. If you have borrowed as much as
you can on the equity of your home, have credit card debt and an
average wage, your borrowing capacity will be much lower.
The deposit is also an important factor, whether you have a cash
deposit or whether the deposit will be drawn against the equity in
your home.

The borrowing capacity can also vary significantly

between lenders. Some will lend up to 90% of the equity in your
home, whereas other lenders may be more conservative and lend
only up to 80% of the value. It also will depend on the purpose for
which you are borrowing. One lender may determine the investment
higher risk than another lender and again that may affect your
borrowing capacity.
These days there are plenty of online calculators that help you to
determine your potential borrowing capacity, so it doesn’t hurt to hop
online and see where you stand. It will also allow you to see what
areas need a ‘trim’ up, and how much of a difference this can
actually make to your borrowing capacity.

For instance, if you

remove your personal credit card debts, your borrowing capacity
can increase substantially; $5,000 worth of credit card debt removed
can equate to an extra $20,000 borrowing capacity. While a credit
card debt may be only worth $5,000 (as non tax-deductible bad
debt), by removing this debt, it could increase your borrowing
capacity by $20,000 (as equity-building tax deductible good debt).

Good debt and bad debt
I have opened the door and just mentioned good debt and bad debt,
but there is often some confusion over what good debt and bad debt
actually is. The distinction between good debt and bad debt is as
follows:
Bad debt can be categorised as consumer debt and non-deductible
debt. Usually, this is debt that has been incurred to buy consumable
items before you have the money available, (saved or earned) to
pay loans for them, e.g. furniture and store card debt, car loans (if
not used for business or income producing purposes), holiday loans,
credit card debt and to a lesser extent, your personal home loan.

Good debt on the other hand, is debt that has been incurred for the
purpose of making more income, i.e. for income producing
purposes.

For

example,

investment

property

loans,

share

investment loans or a business loan (provided it is a profitable
business).
Normally, the good debt interest is tax-deductible... bad debt interest
is not. The real trick is to convert bad debt to good debt and thereby
have your interest payments tax-deductible.

Smart money flow
Smart money flow is making any income that you earn work for you
from the moment you receive it by applying it to debt that you will
receive the least tax advantage from and to reduce that debt as
quickly as possible.
Smart money flow tips:
1. Have all your money deposited into a private line of credit, offset
or redraw split loan facility.
2. Structure the loan so that interest is calculated on a daily balance.
Take advantage of 55 day interest free periods on credit cards.
3. Pay off credit cards on or before due date – this can be set up so
that it is done automatically.
4. Have a second credit card that is linked to your investment
account so any expenses are already separated and allocated to the
correct account at the time of purchase.
5. Make repayments weekly or fortnightly on personal loan account,
and monthly on your investment loan accounts.
When you utilise the systems of smart money flow, what you are
predominantly trying to do, is reduce the debt on your personal
account as fast as you can. You need to get all your money flowing,

and any income, whether it be wages or rental income or any other
source of income that you have, offsetting the balance on your
personal loan account.

Chapter 13
Could it really be this easy?

I had focused my search on a specific type of property. All I needed
to do now was hone in on the type of regional area that I felt was an
acceptable risk for investment purposes - my investment purposes.
I was looking for a town with a relatively vibrant business sector.
For me this meant the town had to have more than one industry that
supported its economy.
All the searching on the net and phoning numerous real estate
agents was starting to bear fruit. It looked like I had found my first
property that met my predetermined criteria – a multiple tenant
property with a positive cash flow in a regional area with a strong
economy. It actually came as a “By the way,” kind of conversation I
had with a client about the fact that I was looking for something to
buy for investment and did he know of anything worth considering.
My attitude was, “You will never know if you don’t ask. Right?”
He told me he had heard of a builder who was being squeezed by
the banks and he had to dump some stock. He gave me the agent’s
name that had the properties listed and said I should give him a call.
I thanked him for the tip and made the call.
After a bit of chatting with the agent it became clear the property that
most interested me was a nice little duplex. The figures checked
out. The duplex (two family dwelling) was in a regional coastal town
of approximately 25,000 people. It was a strong town supported by
a shipping port and a number of manufacturing businesses. As far
as infrastructure goes, it had all the usual - a hospital, a number of
primary and secondary schools both public and private, the coast
line and fishing. From a micro economics perspective it was a good

solid, strong town with a demand for both rental properties and
family homes.
The analysis on the duplex looked good. The purchase price was
$130,000 and after paying the rates, the insurance, a real estate
agent to manage the property and interest on 100% of the mortgage
this property put about $4,000 positive cash flow in my bank account
every year.
“Wow! That’s four grand I don’t have to work for,” I mused to myself
as the agent continued to try and sell me on the deal.

Wait a

minute, how much is that per week? $4,260 divided by 52 weeks is
– about $82 a week. Well that may not sound like a lot but it was
certainly a start.
“How desperate is the seller?” I blurted, interrupting the agent midsentence.
“Oh. Excuse me – I don’t believe he is desperate at all.” He came
back quite defensively.
I guess he is at least being loyal to his listing. “If he knew my fragile
financial state he probably wouldn’t be spending so much time with
me,” I thought to myself.
Sensing a hint of incapacity to complete in my demeanour, the
agent tested the water by adding, “Of course, any seller may be
willing to cut a deal if the conditions are right.”
That was all I needed to hear. I knew at that moment the seller may
be willing to sell on my terms, which, given my weak financial state
would have to be a little (alright a lot) unorthodox. I organised to
meet face to face with the agent so I could better gauge the

possibility of me not having to put very much money into the deal as
I knew I didn’t have much to play with.
On meeting with the agent we talked about the property and the
area etc. until eventually I decided to come clean. The agent, whilst
still very much the salesman, seemed to be switched on and
someone who definitely wanted to think outside the square. I told
him I would be unable to come up with all of the money on
settlement day, as I didn’t have a large deposit and was unsure of
how much the banks would actually lend me. I asked whether the
seller would be prepared to wait a year or so for the rest of the
proceeds from the sale of the property. Asking this question took a
lot of courage as I felt I was setting myself up for a big fat NO – or
worse, he would simply laugh in my face.
Then I counselled myself that if that was the worst thing that could
happen to me – I was doing alright. After all, how much could a few
words hurt?
Much to my surprise the agent said that well, actually, he had a
number of clients that were builders and developers who were
prepared in some circumstances – when they were quitting the last
few houses or units in a development, to enable them to move on to
the next deal, or when they wanted to establish a value and get the
first few sold in a new development - to effectively use vendor
financing to make the deal stick. Instead of doing a direct vendor
financing deal, they would use one of the trade exchange
companies as a medium and accept trade dollars as part of the
purchase price.
Well he now had me intrigued. Not only had I not heard the term
vendor financing before, I really knew very little about trade dollars
or trade exchanges either. Then I said, “Well that’s all very well but I
don’t have any of these illusive trade dollars.” To this my trusty

agent replied “That’s okay, he’ll probably lend you the dollars to buy
the property and you could then pay them back in cash over the
next five years.”
You could have knocked me off the chair with a feather. Not only
was I shocked that I didn’t get a flat ‘NO’, he was now presenting me
with a complete package of property (positively geared), location
(quite okay economics behind the town), deposit via these trade
dollars I needed to know more about, and a loan for the dollars as
well. Now all I needed was the seller to agree.
“I tell you what,” said the agent, “how about I call the seller and see
if we can work something out and if I can get him to agree are you
prepared to sign the contract?”
“Absolutely,” I said, “provided the deal is as we have just discussed.”
I walked out of that office with renewed optimism. “Could it be that
easy?” I questioned myself.

I know I still have to get the 80%

finance on the deal, but given what my friend Scott had said when I
spoke to him about a hypothetical purchase and what I could afford,
this should be a piece of cake. Surprisingly, as I progressed closer
to actually buying the property I felt little fear. They say the first one
is always the hardest, but I think I had done so much research and
analysis, I knew I had to make a start some time and this property
was as good as any.
I had no idea that my first investment was going to feel this good. It
wasn’t just the fact that I was purchasing my first investment
property that made it feel so good, it was everything that it
symbolised - my goals, my dreams, the possibility of financial
freedom. I felt like I was on my way. I could see with great clarity
just how I was going to carry out my plan and that it was a plan that
was actually going to work. It was no longer just a pipe dream, it

was a process, and I had put that process in motion. All that had to
happen now was for the seller to agree.
I got the phone call from the agent to confirm buying details like
lawyer’s name, what name I wanted the contract in, the settlement
time, and any conditions I wanted on the contract such as a pest
inspection clause and a building inspection clause. And that was it!
That was the phone call I had been waiting on and it took all of two
minutes. We organised a time for me to sign the contract and that
was it.
I celebrated the signing of this first investment purchase with a
picnic at the park with the kids. I made up my mind as I watched the
kids playing on the swings and climbing on the make believe pirate
ship, that this was truly the start of the new me, the real me; the me
that wasn’t a lousy Mum; the Mum that had the time to say “Blow the
work file, it’s family time now,” and only think about the now, not the
pressures of living.
First Deal Strategies Employed –
1. Motivated Seller
2. Cash Cow
3. 20% vendor finance
Duplex

$ 130,000

Rent

$ 135/wk each unit

Purchase cost

$ 130,000

Deposit needed

$

Rental/year

$ 14,040

4,550 trade dollars

Less
Yearly costs

$

2,500

Interest

$

7,280

Total Cash flow

$ 4,260 or $ 82/wk

While I sat there in the park, watching my children laugh and play,
squealing with delight as the swings they were on reached great
heights, I thought about my own childhood, back to when I was four
and made my first foray into the investment world.
I had a very different childhood to most, particularly to those who
grew up in a city environment. I was the last of seven children and
eight years younger than my next sibling. My Mum and Dad were
42 and 51 respectively when I was born, so as a child, I felt a little
like I was being brought up by my grandparents rather than my
parents.
Sitting there picking at the blade of grass that curled over the edge
of my picnic blanket I could still remember the intense pride of
ownership

when I had successfully negotiated my first deal.

I

reflected at the same time, that these days it seems to be more
about control rather than ownership.
That first deal was the purchase of an old milking cow called
Blackie. As her name suggests she was black in colour and of no
particular breed. Our neighbour at the time was amused by my
interest in purchasing one of his old milkers and my offer to do odd
jobs in return for the ownership of Blackie. I smiled at the thought
that it must have struck a soft note with him and remarkably he
agreed. Blackie proved to be quite the cash cow and became the
beginning of a flourishing herd.
For me this really is testament to the statement - “The ‘No’, you
already have if you don’t ask, whereas the ‘Yes’, you just might get
– if you ask!”

As the years went by and old Blackie ignored the odds and
continued to have calves year after year, I sold the young steers
(male calves) and kept the heifers (female calves) for future
breeding. Then at the age of nine, I negotiated with my mother that
if she put up half the money to buy a piano, I would put up the other
half from the sale of my produce!

There started my first piano

lessons.
“Cheeky little upstart!” I laughed to myself but I couldn’t help thinking
that those formative investment decision making processes were
standing me in good stead for the positive cash flow treadmill I now
was so desperate to jump on. Really I was just trading one cash
cow for another and instead of piano lessons I was going to get
financial freedom. I took a deep breath and returned my thoughts to
my children. This was how I was going to try to make it be from now
on.

--I quickly backed up this first investment with another duplex for
$240,000 with a very similar vendor financing deal as the first. This
property was also in a smallish coastal town of around 20,000
people, but in this case it was supported by a much larger town only
half an hour away with a population of around 60,000 people. The
dynamics of the town were supported mainly by tourism, fishing and
a small amount of agriculture.
Once again the economic strength of the town was solid and
growing steadily. For very little money out of my pocket and the
seller funding my deposit in the form of a loan, I was able to
purchase another property which was positively cash flowed by
$3,840 per year. That’s another $3,840 that would be going into my
bank account every year without me having to work for it.

The agent I happened to ring on the referral of a client that day was
proving to be a real gem, as he quickly found me another deal I
could buy with seller finance, only this time it was a single family
home and the positive cash flow was not as good as a result. This
near new three bedroom home added a further $1,920 a year
positive cash flow to my account.
Second Deal Strategies Employed –
1. Motivated Seller
2. Cash Cow
3. 20% vendor finance
Duplex

$240,000

Rent

$ 195/wk each unit

Purchase cost

$ 240,000

Deposit needed

$

Rental/year

$ 20,280

8,400 trade dollar

Less
Yearly costs

$

3,000

Interest

$

13,440

Total Cash flow

$

3,840

or

$ 74/wk

I was now on the way to achieving my goal – I had three properties
under my belt, five rentable units in total. I now had $10,020 a year
positive cash flow coming to me regardless of whether I went to
work or not. That's $192 a week, and believe me, that extra $192 a
week started to look really sweet for this single mum with two kids to
support.

Third Deal Strategies Employed –
1. Motivated Seller
2. Cash Cow
3. 20% vendor finance
Single house

$175,000

Rent

$ 260/wk

Purchase cost

$ 175,000

Deposit needed

$

Rental/year

$ 13,520

6,125 trade dollars

Less
Yearly costs

$

1,800

Interest

$

9,800

Total Cash flow

$ 1,920 or $ 37/wk

It was early morning and I had spent the last hour sitting at my desk
pondering the same property that I hadn’t been able to get out of my
mind since my client had brought it to my attention. Two weeks had
gone by now and I kept mulling over how good this deal was.
My client had been considering purchasing this property. She had
put a contract on two properties, this being one of them, but she was
uncomfortable about buying both and decided to settle on the
property that was closer to where she lived. I kept thinking to myself,
“Gee! That’s a good property she passed up,” but naturally, as an
accountant, I was not in the practice of pinching deals from clients.
But I couldn’t put it out of my mind. I thought once again of Blackie
the cow, “If I don’t ask, I won’t know,” I said to myself.

I picked up the receiver and dialled the number of my client.
After a little bit of chatting about kids and schools and how busy
everyone was, I braved up and just came out and asked her. “Chris,
you know that property you found that was a block of five units in
northern Queensland?” I started. I was still really hedging round the
point.
“Yes,” Chris answered rather puzzled.
“Are you intending to buy that property as well as the commercial
property you also liked, or are you going to let it go?” I inquired.
“Well John and I talked about it and decided it was just too far away
even though the figures were really good. In fact, I rang the agent
this morning and pulled the deal,” she replied quite matter of factly.
“OK. So if that’s the case you don’t have any objections to me
following up on the property and putting in an offer?” There, I had
said it. That wasn’t as hard as I first thought it was going to be.
She happily said ”Sure honey. You go your hardest. I’m finished
with that one!” We chatted some more before hanging up, but I
could hardly wait to get off the phone and make the call to the agent,
and see if I could get a contract on it before someone else did.
“That went well,” I thought, as I placed the receiver back in its cradle
after ringing the agent and organising for a contract to be faxed
through to me for signing. I felt a bit like I was eating the scraps
from my client’s table - but hey, these scraps were pretty tasty!

---

The property was a block of five units in a regional mining town with
good strong demand for residential rentals, where the mine was
very profitable and had been for many years.

Expansion was

underway in the region and the outlook for the town was very
favourable.
They weren’t the prettiest buildings I had ever seen. The block
consisted of five older two bedroom units with tiled floors and
laminex kitchens and vanities. It was quite seventies in style but still
very functional.
Block of 5 Units
Purchase Price

$250,000

Rent

$1,000 / wk

Purchase Price

$250,000

Purchase Costs

$

8,000

$258,000
Rental Income

$ 52,000

Less
Interest

- $ 16,000

Yearly costs

- $

8,600

$ 27,400
Total Cash flow

$

27,400 or $527 /wk

This block of units positive cash flowed by $27,400 per annum.
That's $27,400 per year that I didn't have to work for. I couldn’t
believe my good fortune. “That’s more income than many people
earn in a whole year yet they have to work 40 hours a week to earn
it,“ I thought as I redid the numbers once more just to make sure
that they were right.

The purchase price of this property was $250,000 which was not out
of reach for me. I had a little equity built up now in my principal
place of residence and felt comfortable with my strategy.
I likened buying this property to seeing $30,000 sitting on a street
corner and all I had to do to pick it up was stop and fill in a few
papers. This was all it took to buy myself a cash cow. The bonus
was that, not only was I able to stop and pick up that income this
year, I could come back next year and pick a similar amount then as
well, and the year after, and the year after that. It felt as if I was
securing an annuity or pension plan for myself only I didn’t have to
wait until I was old and grey and worn out from years of working to
collect.

--I was enjoying my Saturday morning with a newspaper searching for
cash cows. It had become my early morning ritual, scanning the
paper with a coffee trying to isolate the properties that fitted my
‘Rule of Two’, as well as my budget, when I came across an odd
little private sale advertisement.

The property was in a small

regional town that I had had some interest in and the advertisement
was alluring enough to make me want to know more. Curious, I
phoned the number and an older gentleman answered.
He said, “Love, times are a changing,” in a slow husky voice. “Times
are changing, you know,” he paused, and there was a moment’s
silence, “once I could never have sold this property, but now all of a
sudden everyone wants it.” He paused again, and I waited patiently
until he began again.
“Just tell me how you want to buy it. If you haven’t got the money
right now, it’s alright, just pay me off over a few years, that’ll be ok.”

Now I was the one that was silent. This wasn’t quite the banter I
had expected.
The property that he was selling was only $20,000, and I was
curious to know what he had paid for it.
“Oh!, I bought it about 12 years ago and I paid $4,000 for it. So far
that property has returned over $65,000 in that time, so you know, I
have made my money. It is just a bit too hard for me at the moment.
You’ll make your money in the next few years too, Love.”
I had to smile, he was such a nice old bloke who was happy he was
getting a good deal and was still leaving enough in the deal for the
next person.
As I spoke to him further I determined that what he focused on was
income or return on the money he was investing. He didn't use
banks to leverage his purchases, so his calculations were quite
simple. He invested money - it gave him a return - and he was
happy.
He went on to tell me that some ten to fifteen years ago when he
was working, he had gone out and invested in a lot of these sorts of
properties in areas where people were not buying. He was buying
properties that gave him significant income and he was buying
properties that were always going to be able to be rented.
I thought about it further. His properties might have been in small
towns, but they were in towns where he was always able to get a
tenant. Some of his purchases had extraordinarily high yields; some
even had returns as high as 80% to 140% return on investment.
The little gem he was selling for $20,000 that he had bought for
$4,000 was giving him an average of $5,400 per year return over
the 12 years or 135% return on his investment. It is not what my

return would be were I to purchase it. However, even at a purchase
price of $20,000 the income of $5,400 would have a gross return on
investment (ROI) of 27%.
The old gentleman went on to tell me stories of how he had picked
up these properties at exceptional prices and even through wheeling
and dealing and trading of items other than cash such as cars, boats
or even beer!

Chapter 14
Cash cows, the new breed that can change your life
In making this first investment choice I needed to do some in depth
due diligence on the areas in which I was purchasing.

What I

needed to look for was an area that had a good consistently strong
demand for rental properties, in a region where the purchase price
was still relatively low.

I needed to make sure the area I was

choosing was large enough to sustain an ongoing community, and
that it is not solely affected by any one industry downturn.
I broke down into categories the characteristics of a positively cash
flowed property and looked at each of them on an individual basis
and gave them a score on the effectiveness of each property under
each of these categories.

Regional areas
Regional areas are as good a place as any to begin your search for
a cash cow although they can also be found in the larger cities as
well, so don’t discount that line of inquiry. However my search led
me to the more regional towns where properties were of a much
lower value with a greater opportunity for high yield and same
growth.
One of the biggest obstacles most people face when searching for
positive cash flow properties is to allow personal prejudice to limit
their thinking, particularly when considering an investment outside
the area in which they live. People often have a preconceived idea
about investing in these regional areas and it continues to astound
me that investors seem to think tenants in these areas are somehow
lesser tenants than tenants that rent around the corner from where
they live. Well of course! If THEY live there, then the other people

who live in their neighbourhood must also be respectable people.
Can you see how illogical this argument really is?
You will get good tenants and bad tenants in every area, in every
city AND town. What is really important is how good your Managing
Agent is, not where the property is located.
Another obstacle when purchasing properties in regional areas will
be dealing with negative feedback from friends. Most of them will be
at a loss as to why on earth you would want to purchase something
way out in whoop-whoop.
motivates their comments?

However, just ask yourself what
Are the comments based on sound

knowledge or just negativity and lack of understanding?
Ultimately the choice is yours and providing you are doing your
research and the numbers add up, you minimise the odds of
something going wrong.

S.W.O.T. Analysis
This is the core of your decision making process; strengths,
weaknesses, opportunities and threats. You need to look at what
you are strong at. You might have a really good job but not a whole
lot of equity, or vice versa, so that’s going to be your strength and
your corresponding weakness. The weaknesses will be the things
that you have to work on and try to build up.

S –
W–
O –
T –

Strengths
Weaknesses
Opportunities
Threats

Then look at your opportunities. What are the opportunities? How
can you build immediate equity to get out there and start to get
ahead?

Then of course, there are your threats. What are the things around
you that may cause you a problem?
The threats are the ‘what ifs’; like what if interest rates go up by 5%,
how does that affect you?

How real is that threat or is it just

something that you don’t believe is going to happen just now, but
maybe something you need to consider in your strategy for the long
term?
That’s the analysis that you go through when you are looking at a
deal along with your due diligence.

A lot of the things that are

applied to buying real estate are exactly the same style of analysis
that you would apply to purchasing, owning a business, or running a
business, or when applying for funding on a business based on your
business plan.

Due diligence and research
As part of your due diligence, research is in order and you need to
look at the areas that you are planning to purchase into. To give
you an example of the sort of things I mean, take for example,
mining towns. If the mining towns you are looking at are only reliant
on one small mine to keep the town operational, investing in this
type of town has a higher risk profile than investing in a regional
town that relies on a much larger infrastructure.
I remember getting really excited about a particular property in a
regional mining town where I could purchase a block of seven
(seven units on one title) for $325,000 and the rental income from
the property was $63,700 per year.

On the face of it, the property was very, very positively cash flowed.
Do the Rule of Two! At the time this amount of passive income
would have made an enormous difference to my lifestyle.
Here are the operational costings on the property in question:Example:
Rental Income

$ 63,700

Less Expenses:
Interest @ 7%(on $325,000)

$ 22,750

Property Rates

$ 5,720

Rental Agent Commissions

$ 5,415

Insurance

$ 1,200

Total Expenses

$ 28,615

Net Profit or Positive Cash Flow

$35,085 p.a

On the face of it, this property was a real cracker jack!
My due diligence on the property however, indicated the town was a
one industry town, which was reliant on the viability of one smallish
mine.

When there was a downturn in the metal prices or the

profitability of the mine, the property would have to be boarded up
and then you have to just wait for the next surge in the town
population to occur to re-rent the property. It wasn’t a matter of
simply reducing the rent to secure another tenant. It meant there
would be no rent at all coming in and the costs would still have to be
met.
Believe me, I found it very difficult to walk away from a purchase
that would have given me a passive income of over $35,000 per
year, every year, but that’s what I did.

It is every investor’s duty to do their own due diligence on an area,
before investing in a property in that area, particularly if you are
investing in a small regional area where you don’t know the
dynamics.
Some of the questions I like to have answered as part of my due
diligence, when I am researching a particular area, are these:- What is the population of the town?
- What are the major industries?
- How seasonal are these industries?
- What is the likelihood of any potential downturn in these
industries?
- What is the expected growth of the town? And why?
- What is the historic population growth of the town?
- Are there any external forces that may affect the town?
- What demand is there for rentals in the area and what types of
properties are in demand?
- What is the historical capital growth rate for property in the town?
- Is there an over/under supply of rentals available?
Getting a ‘feel’ for the town you are investigating for investment, is
an important step in your due diligence process.
I found calling up the local tourist information bureau and having a
chat with the chap/lady there about what the town has to offer can
be very informative. You may have to wade through some of the
waffle on the tourist sights but information gathered here can be
priceless. Ask questions about the size of the town, population,
what are the main industries and generally what’s happening around
town. They will be only too happy to talk with you. That’s their job –
to have a chat and give information!

Other good sources of information may be the local small
businesses or even some sporting clubs in the area. Talk to the
locals where possible. They love to talk about their town.
Other statistics that can be important information to know are the
median house prices and median rentals. This information can be
found on the internet by searching the town’s name or in property
investment magazines readily available at your newsagent.
The ‘median’ house price is the price at which half the house sale
prices in the target area are above and half the house prices are
below.
This is distinctly different to the ‘average’ house price, which is the
sum of all the house prices divided by the number of houses in the
target group.
Clearly, investing in this type of regional property means that any
growth on the property will not be as great as the growth on one
located in a much larger city. Generally speaking, growth in smaller
regional areas may have a growth rate of as little as 2% to 3%.
However, investing in the larger regional areas, which rely on a
number of industries and have larger infrastructure, usually range in
the 5% to 7% growth profile. And properties in the larger cities are
more likely to be in the 7% to 10% growth range.
It is probably important to note at this point that mortgage insurers,
banks and other financiers have a prejudice against towns with
populations under 10,000 people.
If the town is within close proximity to a regional town with a larger
population then this attitude may change.

Financiers see

investments in this type of area as a higher risk. This does not
necessarily mean that it represents a higher risk to you as the
investor with respect to income return.

What it does mean to the financier is that it is a higher risk for them
if it becomes necessary to take possession of the property and sell it
on a ‘fire sale’ basis. Their market of buyers in such a case would
be much smaller than if it was located in a major capital city with a
larger population.

Creating or manufacturing a Cash Cow
It is important to realise that sometimes cash cows come in disguise
and you might have to modify them to turn what might at first seem
like an average investment into a lucrative cash cow. This doesn’t
always mean major renovation work or large costs. It might just
take a bit of lateral thinking.
The provision of what I call ‘leveraged extras’ is another way of
increasing the yield on a property – even if your primary objective
when purchasing the property was growth. A leveraged extra is the
provision of an additional extra to the tenant which costs you less
than you are able to increase the rent to the tenant, for the benefit of
having that additional extra.
Examples of these leveraged extras could be including high speed
internet to the building which may cost you $50 per month but the
inclusion of the service may mean you are able to charge an extra
$20 per week rent (assuming high speed internet is a desirable
feature for your tenant). If you do the numbers on this leveraged
extra it means your investment of $50/month or $600/year returns
you an extra $1040/year, that’s a return on investment or ROI of
57.7%.
Other leverage extras could be monthly garden care, pool
maintenance, cable television, air conditioning, heating, transport or
furniture. They are all extras that have the ability to increase the

yield on your property if you can establish a need or a desire for
your tenant to have a particular service. You can leverage the on
selling of this service to your tenant.
I remember one very excited client coming in to see me one day
when I was consulting in my accounting practice. She had recently
purchased an ‘almost’ cash cow in a regional town. I say almost,
because it didn’t quite meet the Rule of Two, however, it came
close. She had bought a block of four units for $230,000 which
were fully rented at $440 per week, or $110 per week for each unit.
However, this was not the reason she was so excited.

At her

previous appointment we had discussed the possibility of renovating
the units to increase their value as well as increase their yield (due
to the fact that renovated units commanded a higher weekly rental
than unrenovated units) as well as increasing the value of the
property.
However, she decided not to renovate the property to increase the
rents as this would mean the property would have had to be vacant
for some time while she completed the renovations. What she did
was add value to the property with leveraged extras!
There was an old lean-to at the back of the property which was used
as a storage, junk room. She cleaned it out, added a splash of
paint, put down some carpet and installed four coin operated
washing machines, four coin operated dryers, a pinball machine, a
chocolate machine, a coke machine and a space invader machine.
She said on average she took around $500 per week from the
machines in coins. Now that’s lateral thinking! She employed a
basic concept and implemented it to suit her circumstances.
That is being creative!

That is thinking outside the square to

increase the yield on the property, hence manufacturing income on
a property. Every decision has to be looked at on a cost-to-benefit
analysis.

Take the example of a garage on a rental property. If it costs you
say $5,000 to build but it means you can increase your rent by an
extra $25 per week, is that investment worth doing?
Well let’s do the figures.

$25 per week for 52 weeks a year is

$1300. So your investment of $5,000 returns a yield of $1,300 or
26%. If I came up to you and said, ‘Hey I have this great investment
returning 26% per annum’, would you take it?
The decision making process is the same when it comes to
manufacturing growth on your properties. As an additional upside to
the higher yield on your investment, you are also improving the
value of your property and therefore the real return on your
investment it much higher.
I want to relay another story to you just to show you another way of
thinking laterally to create cash cows. Another client of mine who
had attended one of my seminars decided his superannuation fund
monies were not performing as they should and he decided to set
up a self-managed superannuation fund with a view to investing in
real estate.
He found a house on a large block, with two street access in a
medium sized town that had been converted into four flats (council
approved of course). The property cost $68,000 and each flat was
rented for $75 per week. Guess what? That’s a return of 23% pa.
Much better than the return his superfund had previously made.
He then gained council approval to build storage sheds on the block
and used the additional cash flow from the rental of the flats to pay
for the building costs of the 11 sheds he had approval for. He built
the sheds slowly over a number of years. As his excess cash flow

from the properties built up he would re-invest the return back into
the property by building another storage shed on the block. Over
time he ended up with additional income from his storage sheds as
well as the original $300 per week from the flats.
Here is another example of a manufactured income deal – but in the
commercial market.
Another client with a golf driving range was pondering on how he
could increase revenue on his range. He noticed his clientele who
had been hitting their golf balls there for the last 3 – 5 years, never
hit the ball to the end of his range. So he asked himself what he
could do with the wasted land. He decided to seek approval to build
industrial sheds on the unused land at the end of his range. They
would be the small sheds that an electrician or a builder might use
to store their equipment and materials.
He calculated the cost of building the sheds verses the return that
he would receive for renting them out, and determined the exercise
to be worthwhile. He, of course, also had the added benefit that by
building the sheds he also increased the value of the property
considerably! He not only had a cash flow positive property from
running his business there but also from the extra rent coming in
from the warehouses. Now that is lateral thinking!
Manufacturing additional income on a commercial building might
mean things like, putting a different facade on the property to
increase the yield. You might be able to sell signage either on the
building or on billboards.
Of course when it comes to commercial property, if you increase the
return on the commercial property, it is going to increase the value
of your property simply because of the method used to value
commercial property.

This is called the capitalisation method.

Increased yield on a commercial property is a double-edged sword –
it not only increases cash flow but it increases the value of your
asset as well.

Multiple income streams
A multiple income stream property is simply a property that renders
a number of rental paying tenants per one property purchase.
Multiple income stream properties are found in both the residential
and commercial markets.
In the residential market, the most common of these are an entire
block of units, complete residential apartment buildings, or a very
basic example would be a house that rents out both upstairs and
downstairs, or a house and granny flat combination.

By buying

these styles of property you will increase your yield comparative to
purchase price and you have a lower risk associated with the loss of
income due to vacancy as you have more than one rental coming in
to rely upon.

For these very sound reasons, many investors choose multiple
income stream residential properties to make up a large portion of
their whole property portfolio.
In the commercial market, examples of multiple income stream
properties would be a number of warehouses or strip complexes
(that’s a row of shops not a strip club!) rented out to different
tenants, or shopping centres, office complexes and storage sheds,
or a combination of different types of commercial properties.
By buying these styles of property you do two things:Increase your yield - comparative to purchase price, and
Lower your risk - associated if vacancy occurs in your properties.

Higher yield – lower risk
When a property has multiple tenants and therefore multiple income
sources, the return from the property is usually higher than if the
entire area was rented out to only one tenant.

The cost of

purchasing the property is usually not proportionally higher, and the
outgoings to maintain the property year to year are not usually that
much more than those of a single tenancy.
For example, a house rented to only one tenant might bring in
$500.00 per week, whereas if the same house was divided into two
and rented to two tenants, the weekly rental might be $375.00 each,
or $750.00 per week. You can see the yield has increased by 50%
yet it is highly unlikely the purchase price of the house or the yearly
expenses to maintain the property would also increase by 50%.

Chapter 15
The invisible wall that 95% of real estate investors
hit and what to do to smash through it
I was very proud of all that I had achieved so far, but I was now
faced with an investment crisis I hadn’t counted on – I was running
out of equity to continue investing. I had used all the equity in my
home to purchase the properties I had so far, and selling any one of
the properties didn’t make sense as that would place me right back
to where I started. I needed to manufacture some equity or growth.
Reluctantly I conceded that equity and growth were not exactly the
kind of things you can bake in the oven, and that I would have to
refine my strategy further so that I always had a continual pool of
growth and equity to draw on. I had to look seriously at balancing
my portfolio and focus on growth strategies that I could control.
I decided that I needed some properties that I could do something to
or improve in some way, to increase their value, whether that was
by my own physical exertion or as a result of my knowledge and
expertise. By controlling this process, it meant I had a degree of
certainty over the outcome, and I wasn't reliant on the market to
increase in order to get the growth, hence available equity, for every
borrowing I needed.
I was so totally focused on cash positive properties that it was a
scary thought to consider buying a property which I knew was going
to cost me money every week to keep!
“But I need growth in my portfolio,” I admitted silently to myself, and
the hunt for manufactured growth deals began. I had pulled out
almost everything I possibly could in equity out of my home – my
principal place of residence. I had renovated my home as much as I
could, given the limited funds I had available for expenditure that did

not bring me direct income. I figured I had about enough equity for
one more deal. If I made that deal a cash cow deal, that would be it.
I couldn’t do anymore without saving the additional cash flow from
my cash cows and reinvesting it, and that would take considerable
time which I didn’t want to wait for.
“So that settles it then,” I thought to myself. “My next deal needs to
be a property I can do something with to make it worth a whole lot
more, so I can use that value to buy more cash cows. I need a
manufactured growth deal!”
I was back in the office sitting at my desk looking out my window
once more, but things were starting to feel different now.

My

expensive chair wasn’t feeling quite as uncomfortable as it had a
few months previously. I smiled to myself as a little bird landed on
the window sill. The speckled sunlight through the trees made the
bright green of his feathers shimmer as it took flight again. Once I
would have felt trapped seeing the little bird flying free on the
outside while I was strapped to my desk working, but funnily, I didn’t
feel that way now.
Actually, I hadn’t felt trapped in a while. I felt good. My life had
changed dramatically over the last few months and not only in the
financial arena. I felt like a different person from the unsure single
Mum who moved interstate, pregnant and with a baby in arms and a
whole lot of baggage – not only the kind you carry in a suit case. I
felt happy. I felt like I was no longer just the accountant that had a
dream and one that seemed unachievable at that. With just a little
bit of common sense investing and a plan for a better future, who
would have thought that starting this journey would be such a radical
change for the better.
Not all of the changes in my life were financial.

As a fiercely

independent soul who had set out to prove something to myself, I

was beginning to soften around the edges, which allowed room for
an amazing man, with the kindest nature, and the purest heart, to be
part of my life. Brian.
“This was going to be my next greatest challenge,” I realised
somewhat fearfully, “Allowing an outsider, a man, to share in what I
had worked so hard to build up since my divorce.” Even though
Brian had been a permanent fixture in our lives for some time,
allowing him to be part of what I had built up financially was a totally
different matter.

The challenges that I had faced in these last

months, buying property, speculating with my hard earned money,
and the fears associated with that, paled in comparison when it
came to dealing with my emotions. This part of my life was still a
little raw and still very guarded. I thought about other divorcees I
knew and they all seemed to go through similar thought processes,
male or female. We all faced the same fears.
I put a lot of thought into how I was going to broach all of this. I
needed to create a structure so that I felt secure, and so I could get
on with enjoying the relationship rather than worrying about how my
future was going to be affected if the relationship ended.
Having a strong asset protection background, and a good working
knowledge of family law, I set about devising a structure and a legal
agreement. Consequently, it meant anything I had accumulated to
date in real estate and other investments including various
superannuation policies and life insurance policies, were protected
from any potential future split in the relationship. My children were
of course the beneficiaries to the trusts put in place, and therefore
their financial future would be secure. I struggled with the emotional
turmoil of my decisions. It felt cold and harsh and was extremely
delicate to broach, but ultimately I knew I had to follow through.
Whilst I was torn emotionally with the trauma of having to be so cold
hearted about my children's and my future, Brian in his usual easy

going way was happy to go along with whatever I proposed. So the
structures were put in place, contracts were drawn up and signed,
and our Wills revised (in actual fact I don't think Brian had ever had
a legal Will before), and we embarked on the rest of our journey
together.

--Growth was my most immediate need before I could continue on my
cash cow hunt. I may have sorted things out in my personal life, but
I still needed to create some equity before I could continue.

I

decided the most obvious place to start was probably my home, my
principal place of residence. I had undertaken a major renovation
on the house I had bought when I first moved to the Coast. This
included extensions and significant remodelling. While part of my
decision was made as a result of the desire for a better home and
the need for more space, the decision also had the additional
purpose of manufacturing equity. The extensions and remodelling
had increased the value of my home, which in turn allowed me to
borrow against the additional equity that I had created. The first lot
of extensions on my old fibro and asbestos two bedroom cottage
saw it remodelled into a comfortable three bedroom home which
was completely reclad and all the asbestos removed. This time the
extension was going to see it become a sizable four bedroom home.

--I fell into a heap on the couch. I was exhausted. We had spent all
weekend labouring on the house, day and night. I rubbed my hands
in an effort to soothe the worn and calloused skin. My body ached.
I thought about the kids and their efforts to help and how I frequently
had joked to friends lately that they were learning to walk on bearers
and joists. It was maybe a slight exaggeration, but it certainly wasn’t

harming their balancing skills any and they seemed to enjoy being
made part of it!
Progress on the house was slow, and while I tried to make my
aching body comfortable on the couch I couldn’t help feeling a little
frustrated. It felt like the renovations were never going to end and
we were running out of money again.
A couple of days previous I discussed with Scott, my finance broker
and friend, the virtues of refinancing or accessing the additional
equity of a property midway through a renovation and then again
upon completion. We debated the merits of being able to access
the funds midway through the renovation as opposed to struggling
through to the end of the renovation and then only having one set of
revaluation and refinance costs.
I decided that we didn’t really have that much choice, and that the
decision was going to have to be one of necessity as the midrenovation revaluation and refinance would provide the working
capital that we needed to finish the job. With this extra money from
the revaluation of the property mid-renovation, we would use a
portion to complete the renovation on our principle place of
residence and the balance would go into purchasing another
manufactured growth deal in the form of an investment property
renovation that I had my eye on. Never being one to do things by
halves, we were going to run this investment makeover parallel to
our principal place of residency makeover. I feel exhausted now just
thinking about it.
The house was an old besser brick house, literally just around the
corner from where we lived. The property was put on the market
due to a messy separation and the bank was forcing the sale of the
property.

One party owned the property, and the other was

squatting in the property and refused to leave. This was clearly a

property with a difference and one which we were able to pick up
cheaply due to the circumstances.
It was going to need a lot of work and I thought about the things that
we had discovered so far, some more obvious than others. The
house had a 12 foot carpet snake in the roof cavity and a whole
colony of rats living in the kitchen.

The carpet was totally

threadbare in some places and most of the doors in the house had
punch holes, the result of a violent temper. Lantana grew rampant
over the back of the house, but it was such a good price and I knew
we were going to turn it into something nice. It was going to take a
lot of work, but it would be worth it.
I toyed with the idea of building a duplex on the property. The block
was certainly suitable and it would kill two birds with one stone. We
could manufacture growth by creating a new residence as well as
create a multiple income stream property upon its completion, but I
knew we were not in a sufficiently strong enough financial position to
do this. We decided just to renovate the old cottage for now and try
to make something nice and liveable out of the little dump.

--The renovation costs really blew out on this property.

We had

bought it cheaply but so far, we had spent far more than we first
believed was necessary. Everything took longer and cost more than
I had budgeted for. Brian had been doing most of the work and the
kids and I helped out on weekends and after work and day care, but
the enormity of the renovation was really taking its toll. We went
from excitement and enthusiasm in the beginning of the renovation,
pulling out all the old carpets and cupboards and taking them to the
tip – to sheer exhaustion and a feeling of being totally overwhelmed
as we struggled through the long arduous process of putting this
monster back together.

I thought about how much fun the kids had had though, working
their little bodies to exhaustion. They would hop off the school bus
in the afternoons and wander over to help. The rampant lantana in
the backyard became an uncharted Amazonian jungle through
which they cleared paths and created imaginary battles and
encounters. Tangles of weeds and garden debris were lugged away
all in the name of fun as they made way for the pavers which were
to become the stepping stones to their jungle hideaway. Where
Brian’s and my enthusiasm was waning, their enthusiasm was
renewed with every new task they were given.

Whether it was

chiselling the linoleum off the concrete or loading the scraps onto
the trailer so it could be taken to the tip, every chore was a game
that echoed with laughter and excited conversations.
I had tried to include them in what we were doing; after all, the
whole point of the exercise in the long term was to spend more time
with them. While it was sometimes hard to find the balance, by
making them feel part of the renovations and allowing them to
contribute in their own way, it at least made me feel that they were
happy while they were in fact learning valuable life lessons as well.
I tried to make sure they understood what we were doing and why,
what we were trying to achieve and why. I didn’t just want them to
learn how to do the practical work, I also wanted them to learn the
value of what they were doing, and how it was going to impact on
them and what they stood to gain by helping.
With all their help and the hours Brian was putting in, the renovation
still dragged on. I felt fortunate that I had allocated sufficient money
to cover the holding costs of the job, as I considered that by the time
the house would be complete, we would have basically pulled the
old house apart and put it back together again. I silently wondered
as to whether I would take on another renovation in the future after

this one. It was so physically and emotionally draining, but I knew
that I would.

The next project would bring with it renewed

excitement and enthusiasm as they always do, but I longed for
some of that enthusiasm now.

--The renovation was finally finished. It had taken six months to finish
and was well over budget for both time and costs, but even so, the
process was worthwhile. The cottage cost $132,000 to purchase,
approximately $5,000 in purchasing costs and $44,000 to renovate.
When the renovations were complete the property was re-valued at
$280,000. I felt satisfied now; the work had paid off.
“An equity gain of $99,000 was definitely worthwhile,” I thought as I
circled the end total of my calculations on the piece of paper I had
worked it out on. “Not bad for six months blood sweat and tears!”
Blood sweat and tears it was too, but at this stage of our wealth
creation journey, $99,000 was a lot of money, a very welcome
amount of money, and I already had plans for it. It was going to be
used to buy more cash cows.
Growth Investment Renovation Property
Purchased

$ 132,000

Renovation

$

Sold post renovation

$ 280,000

44,000

--It didn’t take me long to realise that I had made a really big mistake.
I redid my calculations for the fifth time, hoping that somewhere I
had made a mistake that could be corrected, and that number I was
looking at was going to become a whole lot better any minute now,
but deep down I knew that the figure was correct.

I cursed at myself out loud, “Why didn’t I do the numbers before?
Why did I wait until now to work out what my end profit was going to
be? After all, I am an accountant.” I couldn’t believe that I had not
factored these obvious expenses into the equation. I knew I had to
pay Capital Gains Tax. I knew I had to pay the agent’s commission.
I looked at the figures again, “It’s definitely right,” I mumbled to
myself as I flicked the pen across the desk in annoyance. I had
allowed the persuasions of a friendly real estate agent and the allure
of more money to seduce me into selling the property, and now that
I had worked out my end profit, I realised that I would have been
much better off just keeping the property. Had I sat back and done
my figures properly, as I always advise my clients to do, I would
have realised after Capital Gains Tax and the agent’s selling
commissions, I had very little extra.
I calculated the figures again, only this time what it would have been
without having to pay the Capital Gains Tax from the sale and the
agent’s commission, but with the valuation and refinancing fees
instead. The figures didn’t lie. I would have been miles ahead if I
had just kept the property, had it re-valued, and then refinanced the
loan to access the additional equity through borrowings.
Although I knew there and then that this was a mistake, it wasn’t
until years later that I could see just how much of a mistake that it
truly was, but it wasn’t a mistake that I was going to make again.
The next few years of growth in the property market acted as twisted
daggers in my side as I learnt from my mistake and watched the
price of this particular property continue to increase a further
$100,000. That would have been an additional $100,000 in equity
that I could have accessed over that period of time. Ouch!

It was an expensive lesson, but a good one, and it gave substance
to my motto that I scrawled in the corner of my journal that day as a
future reminder.
“Real wealth comes from accumulation, not trading. Income
comes from trading and income is fleeting if not invested.”

Chapter 16
The secret to growing your real estate wealth faster
Once you initiate your plans and start working towards your goals, it
doesn’t take long for things to start to pick up momentum in not only
your financial growth but also in your personal growth.

You will

notice at first small differences in your life, differences in yourself,
your attitude, your approach, possibly even the way that you look.
There is nothing more liberating than a makeover – new hair, new
clothes, the works. It all helps to make you ready and confident
enough in yourself so that you are ready to take on the world.
The changes are not just surface changes, you really are changing,
and as time goes on you will notice that the change is not just in
yourself, but also in the people that are around you and how they
react to your growth.

Dealing with change
Changing

comes

with

its

own

set

of

problems

(ok, let’s not call them ‘problems’, let’s think of them as ‘situations’).
These situations are not necessarily a bad thing, but they can cause
confusion when they arise.
Change scares people, not just the people that are undergoing
change, but the people around them. Partners see their loved ones
changing, and if they are not changing with them, they can feel fear
that they may be losing them or that they are drifting apart. Friends
can feel threatened, again, fear of loss, or even envy or its mean
alter ego, jealousy, at their friend’s newfound confidence, success or
look, even if they consciously don’t want to feel this way.

You may even feel that you are ‘outgrowing’ some of your friends.
As horrible as it may sound, sometimes when they don’t want to
grow with you, you end up just drifting apart. You can’t let their
negativity or fear hold you back. Of course I don’t mean that you
should ditch friends left, right and centre, but you need to look at
your friendships, listen to their feedback and determine if it is
justified and constructive, or if they are just trying to undermine your
personal resolve because of their own fears or jealousies. If they
are true friends, they will support the change and embrace your
resolve rather than try and break it.
By all means encourage communication and feedback because if
you have gone on a major ego trip, maybe you do need to take a
look at the direction in which you have been heading and reassess
what is important to you – being a successful real estate millionaire
with no friends will be a very lonely existence.

Maybe you are

forgetting what is important to you. Remember, the reason why I set
off on my journey was so I could spend more time with my family
and the people I care about, so it was important not to put myself in
a position that I was spending even less time with them because I
was so busy trying to create the cash flow that would allow me to do
this.

That’s self-defeating.

And let’s not forget that the whole

purpose of my quest was in fact to change. After all, I wasn’t happy
with the way things were.
Change is a wonderful experience but don’t lose sight of what is
important to you. Listen to what people you care about have to say.
Open the lines of communication and help alleviate their fears if it is
important for you to do so, but don’t let them drag you down if they
don’t genuinely have your best interests at heart.

New relationships
Divorce hardens you. It makes you more self-sufficient. The hurt
you experience through the process of divorce causes barriers to go

up and you create this mini personal eco-system of self-sufficiency
and reliance that nobody can enter into. It is safe that way. You are
the sole provider for your kids. You are the one who keeps the
household working and the smiles on the faces of these helpless
little beings that you have brought into the world. Until now, life has
been about survival.
Suddenly you are starting to make things happen in your life and
you are seeing a degree of success, like I was with my first
purchases, and you become very protective of them. You want to
make sure that nobody can take them away from you and leave you
once again in that vulnerable position that you have fought so hard
to break free from. So when it comes to a new relationship, it is a
very difficult thing to ‘invite them into the fold’
There are so many things to consider, especially if you have already
created substantial investments and have achieved a degree of
success in attaining your goals.

Sharing your life with someone

means a little bit more than just sharing the grocery bill and a room.
There are much wider implications, and if you leave yourself
unguarded, in the event that the relationship sours, you may be
faced with having to share the fortunes of your labours with
someone in a less than amicable way. While property and assets
owned through trust structures will have little effect in the case of
divorce or a relationship split, as the family law courts see through
all structures, there are effective ways of protecting your assets.

Asset protection
I mentioned earlier the importance of asset protection when
structuring business partnerships and it is equally important when it
comes to personal relationships. Again, if you have the structures in
place from the outset, it will make these whole processes a lot
easier.

After the pain of divorce and ending up with very little, the last thing
that I wanted to do was put myself in the same vulnerable position
and risk losing what I had worked so hard to achieve, through the
consequences of a future relationship. Not only that, in the event of
my death, there were also the issues of estate and succession
planning that need to be considered.
You need to look at your relationship and decide how involved this
new person in your life is going to be. Ask yourself some questions:
Are your finances going to be combined? Are you going to own
property together? Whether you or your new partner have children
from previous relationships will also make a difference.
Having structures in place prior to embarking on new relationships
helps, although it is not definitive in defining the boundaries of your
current asset pool. If you have assets allocated to children at this
point in time, it will help to clear some of the grey areas down the
track, as these allocations will be evidence of beneficial ownership
and intent in the event of a break up.
Where previously pre-nuptial agreements weren’t worth the paper
they were written on, they are now upheld, and are well worth
entering into if your holdings are substantial. Conversely, your new
partner’s holdings may be substantial and they may want it
protected. Either way, these are all things that should be defined in
a relationship prior to taking up residence together. Once you are
sharing your home and your lives, it is how involved your partner is
in your affairs or you in theirs, that will determine whether or not
these agreements are upheld in the event of a future break up.
For instance, if you own the home that you are both living in and
your partner does a major renovation on the house or puts money
towards these renovations, then even if the house was secured by a

pre nuptial agreement or secured in a trust, your partner may be
entitled to a portion of that asset following a break up. Likewise, if
the partner does the accounts or looks after the kids while you focus
on investing, or helps with maintaining the investment properties,
this can all affect structures that have been put in place. You really
need to define just how involved you would like your partner to be,
and be aware that any involvement can have a huge impact down
the track if the relationship were to end.
Although there is no real time limit for how long you need to be living
with someone before they can lay claim to any of your assets,
generally the law recognises that it is a legal partnership after
around six months to two years of co-habitation. As time goes on,
the partner is able to share in the assets of the relationship unless
agreements have been put into place.

Succession planning
The use of trusts can be an excellent succession planning tool
because trusts don’t die with you. Consequently, the passing of
assets from one generation to the next can be as easy as
nominating in your Will who you want to take over in the control
position. In a trust, the control position is the appointor. If you have
trusts in place, you must make sure you nominate in your Will who
should take over the position of appointor when you’re no longer
around. Clearly, nominating this person is giving them the authority
to sack the trustee which may be a corporate trustee and appoint
their own corporate trustee in its place. Additionally, the shares in a
corporate trustee could also be left to the same person you
nominate as an appointor.
Obviously, if you have more than one asset in a trust, and you want
one of those properties to go to one child, and the other property to
go to another, you need to do some re-arranging prior to your death.

The best way to do this is to utilise the trust splitting laws which
allow you to form two identical trusts to the original trust. And when
I mean identical, I mean absolutely identical - every comma, every
full stop, every word must be the same! Then, you could transfer
one of the properties into trust number one, and the other into trust
number two. This transfer would not cause either a stamp duty or a
capital gains tax event as there has been no change in beneficial
ownership.

Then in your Will, you simply appoint one child the

appointor of the first trust, and the second child the appointor of the
second trust.
Because of the wording of most family trusts, each child and their
respective families would be beneficiaries of the other’s trust.
However, because the child would have the control position as
appointor, and therefore put themselves via a corporate trustee in
the position of trustee, they’ll have the say as to what income, or
capital distributions are made and to whom, at any point in time.
Trusts as a succession planning tool negate the need for stamp duty
and capital gains tax, as the trust lives on even after the primary
beneficiaries have gone.
Remember, your estate plan should provide you with the comfort of
knowing that your wishes will be carried out should anything happen
to you in the future. This benefits not only you, but also your family
members, who otherwise may face the burden of making choices for
you without your input and under the stress of mourning.
As with all of your asset protection measures, it is important to
regularly review your Will. It is recommended that this is done every
two to three years or whenever a significant change occurs in your
family circumstances, assets or relevant taxation or other laws.
Another reason for establishing structures, is to try to ensure that ‘inlaws’ or estranged family members do not have access to a family's

wealth. A common type of trust that is used to keep assets within a
family is a ‘bloodline™ trust’. This type of structure ensures that
capital is retained by the bloodline (as determined by you, and can
include your children, siblings and even cousins). Anyone who does
not have a blood link to you, such as a brother-in-law or spouse of
your child can not gain access to the assets. This may or may not
be relevant to your situation, but does give you that added
protection in case of a divorce of one of your family members.
Just as it is important to carefully consider and plan your Will, it is
equally important to set up an Enduring Power of Attorney. This is
basically a legal instrument authorising another person to act as
your attorney or agent in the event of your incapacity, due to illness
or accident.
As this person has the power to make personal and/or financial
decisions on your behalf, it goes without saying that they should be
extremely trustworthy.

Balancing the Family
The balancing act that you have to perfect with the family when
embarking on any journey is always a difficult one.

My main

motivation to creating success in my life was to achieve financial
freedom so that I had more time to spend with the kids, so I needed
to be very careful as to how I utilised my time in the meantime.
There is no great benefit in revolving your entire life around
achieving your goals, only to find years later that when you have
achieved them, the children have all grown up and you missed it all
happening.
Partners are the same. It is no use spending your life trying to
create a lifestyle with the person you love only to have the
relationship destroyed as a casualty of the journey. Although it is

not always practical to do things together, by involving your partner,
you are sometimes able to create a balance that is suitable to you
both.
Making the family part of my journey allows me to spend time with
them.

Additionally with the children, it allows me to teach them

valuable life skills. I tried to think beyond the square and make work
a game for them. I gave them things to do to occupy their time as
well as stimulate their own thoughts. I explained the mechanics of
what I was trying to achieve relating it to how it could affect them.
By creating growth in a property through our own hard work was
directly relevant to something that they wanted to create in their life.
For instance, if one of my kids wanted to go to Movie World or
wanted to buy themselves a computer game or something similar,
depending on how much money we would make in a deal, would
directly determine whether or not this was achievable. If I was able
to save $500 on the door handles, by choosing the more economical
ones, this could be money towards an outing, or if the children
helped clear out in the garden, well that was both time and money
that we would save by either doing it ourselves or having to employ
someone else to do it for us - again money saved.
Of course that doesn’t mean that all the money saved goes to the
kids, or family holidays etc, some of that gain is best reinvested. By
allowing them to understand the logistics, it allows them to see that
ultimately, they will benefit also somewhere along the line.
Additionally, that it also shows them how to save, plan for the future
and do menial and sometimes not so menial chores.

Growth Strategies
Cash cows, although they have high yields and create the wonderful
passive income that we are after, usually fall short in the growth

department. This means, that if you continue only buying cash cow
properties, you will eventually run out of capital, or equity with which
to purchase them with.
To counteract this happening, you need to be able to put in place
measures to create a balance in your portfolio, so that you are
purchasing properties that will not only provide you with generous
yields, but also have the potential to grow in value so that in the long
term you will be able to keep your investment machine churning. If
you run out of equity you will put yourself in the position of not being
able to purchase any more properties, cash cow or otherwise, until
you either save some more money or manufacture some growth in
your existing properties.

The Pebble in the Pond Effect
The effect of the pebble in the pond is essentially how prices rise in
waves disseminating from the major cities. For example, if prices
start to rise in CBD Brisbane, the shock waves resonate out through
the suburbs and all the way up the coast through the regional towns
and eventually end up in places like Cairns.
If you are an investor who is watching the trends and chasing the
growth waves, then it is important to understand the relative growth
rates of different areas and how these growth rates affect your
overall portfolio growth. For example, there can be an enormous
difference between achieving a 10% growth or a 7% growth on your
investments in the long term.
E.g. If you invest in two houses each worth $225,000 and one is in a
10% growth market whereas the other is in a 7% growth market,
what would be the difference in your portfolio in say 10 or 15 years?

Example:
10 years
7% - $442,609
10 % - $583,592
Difference - $140,983
15 years
7% - $620,782
10% - $939,880
Difference - $319,098
As you can see, the growth on the two properties has a marked
difference in the long term. Imagine the effect this would have on a
sizeable portfolio with a large number of properties. This is why
when investing for growth, your adherence to due diligence and
being an informed investor is so vitally important!

Finding the properties
Buying growth is the safest and quickest way to establish equity in
your property portfolio. Buying immediate growth, or buying at a
discount, or buying wholesale properties, means finding a deal
where you can purchase the property at a price less than the current
market value. These are hard to find, but they are out there.
As the market changes from a seller’s market to a buyer’s market,
the astute investor will capitalise on buying more and more of these
immediate equity style properties.
Here are a few suggestions for where to look for properties at a
discount:

Join Groups – Investment clubs are all over the world and they give
investors an opportunity to meet with likeminded individuals, share
ideas, information and general knowledge. They also provide
opportunities to purchase properties on terms rather than price
basis, as well as picking up contacts with professionals and other
team players.
Sometimes developers will offer either the first pre-sales or the last
sales in a complex to these groups at wholesale prices, as he knows
his stock will always be taken up. It is this type of wholesale buying
that doesn’t hit the newspapers or the internet.
Offer a Finder’s Fee – Don’t be afraid to offer someone a finder’s
fee to source properties on your behalf. Sometimes, paying a little
means you can capitalise on bargain properties that you would not
have normally found.
Property in Probate – When an individual dies, their property is
usually dealt with by the executor of their Will. Sometimes this is a
family member or the individual’s Solicitor or Accountant.
The Executor of a Will often has properties that require a sale but
have not yet gone through to probate. Quite often properties can be
purchased or secured prior to them hitting the market by dealing
directly with the Executor or Solicitors handling the deceased estate.
Owners or Builders in Trouble - Look for new construction that
has been halted. When you see and hear about a construction site
partway to completion, (sometimes almost finished and it just seems
to sit there with nothing happening), this is often a sign of an owner
or a builder in trouble financially. This can often prove to be the
perfect opportunity for an astute investor to pick up properties under
market value.

If the builder or owner has overcommitted themselves on one
particular project, quite often they are happy to cut their losses on
that project and move on to make money in the next. To the astute
investor this means buying properties at wholesale prices or under
market value.
New Construction but not yet sold – Similarly with completed
construction, when you have new property, where the last two or
three in a larger complex have not sold, or when a spec home has
been on the market for some time and not sold, the builder or
developer will often short sell the property just to release equity for
the new project.

This is often the case with smaller builder

developers as the larger ones can often afford to hold onto older
stock for the long term.
Ask Newspaper Deliverers Sand Mail Couriers – Newspaper and
Courier delivery people are great sources of information on
properties for sale or properties which are in a distressed state and
primed for purchasing.
Talk to People about what you Do – Tell people you are a
property investor. You’ll be surprised how the conversation will turn
to your advantage and somebody always knows somebody who’s
interested in selling.
Get ‘Inside’ Listings from Agents – Quite often the best buys
never hit the newspapers, or the shop windows, or the internet.
They are on-sold to property investors directly by the agents.
Continually Check the Media – Newspapers are the most common
places to find property. However more people are reverting to
magazines and local papers such as the Trading Post, Exchange
Shopper and Trade Exchanges.

Public Trustee and other Government Agencies – When
somebody dies intestate (dies without a Will) the court appoints the
public trustee’s office, which is a government department, to take on
the responsibility of administering the deceased estate. This means
selling up any real estate owned by the deceased.
The public trustee’s office usually handles their own auctions or
property sales and each state has these properties listed for either
sale or option on their website.
Private Trustee Offices – When the deceased estate has a large
and cumbersome estate to manage, or has no family to administer
the estate, or they expect complications, they can appoint a private
trustee organisation such as Perpetual Trustees to administer the
estate.
As with the public trustee, any real estate is sold up which means
properties which are often in need of repair and minor renovations
can be purchased directly from the trustees. Properties can usually
be bought at wholesale prices.
Bankruptcy Courts / Liquidators - When someone goes into
bankruptcy, or a company is liquidated, the assets of the individual
or company are sold off by the trustee in bankruptcy.
Provided they get the fire-sale valuation quoted by a registered
valuer, they will sell a property prior to auction. Even if the property
is put to auction, these properties often sell well below market value.
Abandoned Properties - Usually an abandoned property means a
problem with either the tenant or the owner. The problem might be
financial or it could be something else - like ill health, legal
problems, relationship problems etc.

As an astute investor, you can step in and help solve that problem,
by buying a property that obviously doesn't mean a great deal to
them anymore.
Run ‘Real Estate Wanted’ Ads - Don’t be afraid to let agents know
what you are looking for. Running an ad in the newspaper might
just trigger someone to sell their property - someone who doesn’t
want the hassle of presenting a property for sale or having a lot of
time-wasting inspections.
Watch for Fire Sales - Divorces, buyers committed elsewhere,
owners moving - this may sound all very mercenary, but what you
are really doing is solving the other person’s problem. For example,
making a quick sale; allowing a couple to get on with their lives
separately; alleviating the need for bridging finance; halting the
build-up of default interest payments etc.
Friends & Referrals - Don’t be afraid to tell everyone what you do.
Once you take that step and stand up and say ‘I am a property
investor’, you will be surprised how many people, both friends and
strangers, will want to talk to you about it.
Advertise on Business Cards - A professional approach for
advertising to strangers and acquaintances exactly who you are,
what you do, and what you are looking for, is to have your own
personalised business cards.
Drive the Neighbourhood - Driving around and looking at
properties that might suit your portfolio is a very under-rated way of
sourcing property. You will see things you can do to a property, and
the various potentials, that others do not. If you are out on the street
you can get a feel for a neighbourhood and whether a house is the
worst house in the best street or whether there is a rubbish dump
two streets away.

Search Alerts on Internet - The advent of the internet has totally
changed the way properties can be sourced and the speed with
which large numbers of properties can be viewed. Most internet
sites nowadays have complex search engines that allow you to key
in a criteria for your search, and it will alert you when a property
fitting the description comes on the site.

This is just one more

avenue to have working for you.
Rates Default Property - This is a very good way of sourcing
properties in a distressed state - properties that can usually be
purchased significantly under market value.
There are so many ways of finding a good deal, basically it is just a
matter of keeping your eyes and ears open and being specific about
what you want.

Rule of 72
One of the tools I use to quickly work out the significance of growth
in a particular area is a simple calculation called the Rule of 72.
This is how the Rule of 72 works:
72 / Growth Rate
= Years to double investment

This is just a quick little strategy to help you work out what things
could be worth in the future.

The rule of 72 enables you to

determine how long it will take for something to double given a fixed
growth rate.

For example, if you divide the growth rate into 72 the answer will
always tell you how many years it would take for your investment to
double in value. Similarly if you divide the numbers of years you are
prepared to wait for your property to double in value into 72, you will
get the required growth rate you need to achieve, to get that
property to double in value over that space of time.
Rule of 72
72 / Years to double investment
= Growth Rate

Let's have a look at an example.
If we wanted to invest $10,000, and we knew we could get a return
of 10%, how long would we have to invest that money for it to
increase or double in value to $20,000? Well, simply divide 72 by
the 10% - that is 7.2. Therefore it would take 7.2 years for our
$10,000 to grow to $20,000 given a growth rate of 10%.
Example:
72 / 10%
= 7.2 Years to grow to $20,000
You can pick any figures you like to fit in this formula and it always
works.

It is a very useful tool when calculating growth rates of

property values in the future.
When focusing on growth investments as a strategy, most people,
including most real estate agents, focus only on properties that tend
to have a natural growth element in them. Whilst there is nothing

wrong with this strategy, it is not the only strategy that works for
attaining growth.
Simply waiting for the market to rise is in effect a form of gambling,
although there are strategies you can employ, and due diligence
which you can do, to improve your odds. One factor which is a
guide to future growth potential is historical data. Traditionally, if
you look at the studies, areas which have consistently over a long
period of time maintained strong growth are more likely to sustain
similar growth patterns in the future.
As a trained economist, I have a bit of an interest in this regard.
However, it is something that anyone can learn. It is simply a matter
of analysing market cycles and what factors influence market trends.
You may be thinking, “Well the area that I’m in, is such a small
market and the market cycle in my area is doing this or that.” Well I
challenge you to think a little broader and consider market cycles on
a global basis. And if it is market cycles you are chasing to gain
growth in your portfolio, then just looking at your local market will
simply not cut it.
There are also secular factors that can have an influence on growth
in a confined region. One of these is an increase in population.
Historically, increases in population have had an upward movement
in house prices. If you have an increase in population you will have
an increased demand in that area.

Some of that increase in

demand for housing is going to be on a purchasing basis and some
is going to be on a rental basis.
There is a lag effect when you look at these statistics, which is a lag
of at least a six to twelve months time frame. There have been
numerous studies and economic curves and graphs drawn to
highlight the effects of population movements and the impact they

have on property prices. One of the factors which amplifies this
effect on the market is the existence of an imperfect market place.
It is an imperfect market that makes property such a beautiful
investment opportunity.
Researching population movements and the reasons behind them is
important, if you are focusing on growth.

However, if you are

focusing on and targeting areas that are going to have, in your
expectations, a 10% growth yield or better, analysing historical data
is only part of the story.
When analysing historical data, make sure you allow a long enough
time frame to take into account any inconsistencies in market
cycles. If you do actually average out the growth historically over a
longer period, say ten or twenty years for a particular area, pick any
town you like, and if the growth shows greater than 10% - do you
think that it is going to be the case in the next ten or twenty years?
It is! Unless you discover a major economic reason as to why that
won’t happen.

External Forces
This brings me to another factor that can have an influence on
potential growth - external forces. External forces can have both
advantageous and disadvantageous affects on the growth of
property in a particular area. The introduction of a nuclear plant, for
example, may well have an adverse effect on the property prices in
that area, regardless of historical performance.
Alternatively, the announcement of a major university or shopping
centre being built in an area would have a beneficial effect on the
growth rate.

Clearly, local knowledge with respect to potential property
purchases, can be advantageous. However, don't fall into the trap
many of my clients have, of doing so much research and due
diligence on a particular property or area that they end up missing
out on the deal.

This form of procrastination is called ‘analysis

paralysis’, and is a disease as deadly and detrimental to wealth
creation as a disease I call ‘excusitis’ which is what I accuse my
eldest son of having (as he always seems to have) an excuse for
either doing or not doing everything.
Public perception is another factor that has an influence on growth.
Just like the stock market, the property market can be talked up or
talked down by public perception. Generally speaking though, this
public perception impact has a limited life and it will eventually come
back to sound economic market forces to determine pricing.
The influence of emerging economies and micro-economic forces
has always been something that has intrigued me. When you see
large industries and/or government spending infrastructure money in
an area, this invariably will have a flow-on effect on the surrounding
property market.
Generally, this type of spending produces jobs. Some are longterm. Some are short-term;
- Jobs produce a demand for localised accommodation.
- Higher demand for accommodation increases rental returns.
- Increased rental returns and higher demand for housing will
increase property values in the area.
- Sustained increase in demand will have an effect on sustained
growth.

Therefore, targeting areas which are evolving and emerging by
growth, will give a clear indication of property prices in that area in
the future, and hence potential growth.
“Position, position, position” or “location, location, location” has for a
long time been the catch cry for real estate agents advocating the
purchase of property in prime locations.
Quality prime locations such as waterfront, close to the CBD, golf
course frontage, or areas with spectacular views, all give rise to
sustained property growth. If you target areas to invest that are
desirable locations for more people to live, then that type of property
will always have a higher price tag than less desirable properties.
These types of properties will however, traditionally have a lower
income yield than more median priced properties. This is why it is
very beneficial to combine some of the common characteristics of
higher yielding properties that we have spoken about already, with
higher growth location purchasing.

e.g. multiple income stream

properties. When investing for growth, it is desirable to find multiple
income stream properties in your target high growth area, as this will
minimise any negative cash flow effect that these types of properties
tend to have, yet still maximise your growth potential, which was
your primary objective for purchasing in your target area in the first
place.
It is also preferable to implement income-manufacturing strategies
such as renovation makeovers, to increase the yield on these
properties. A renovation of course will also increase the property
value, which means that you will be able to use that additional equity
as security for additional cash cow purchases.

Manufacturing growth

Back during the early stages, my manufactured growth strategies
were fairly primitive and restricted, and it was only through
experience and the benefit of assisting clients with manufactured
growth projects that I learned the intricacies of many ways to create
growth.
Clearly, the strategies available to a property investor are numerous
and varied. It’s a matter of finding out how the different strategies
work, what the pros and cons are for those strategies, which ones
suit your personality and which ones suit your pre-determined goals.
There is certainly no one-way to invest in property.
It clearly depends on your current situation, the future situation you
want to be in, and the amount of time, effort and risk you are
prepared to endure in between.
Property is one of the most forgiving investment categories. In most
circumstances, even if you don’t make a particularly good property
investment, but you hang on to it for long enough, it is highly unlikely
that you will lose your money.
There are many ways of manufacturing growth in your existing and
future properties. There are the obvious choices, like renovation and
immediate equity from under market value properties, but there is
also strata titling, rezoning, subdividing, purchasing off the plan,
developing and building, targeting foreclosure and deceased estate
properties and the list goes on. It is a matter of thinking laterally,
being creative and looking at all the different options available to
you.
Let’s take strata titling for instance.

Strata titling is simply the

process of taking something that is on one title and breaking it down
into a number of titles. You may have a block of 8 units valued at

$800,000, but by strata titling the units and making modifications to
the building required if necessary, you will give each unit an
individual title that allows it to be sold individually. So where the
individual value previously may have been $100,000, by strata
titling, the units may now be worth $150,000 each, a total of
$1,200,000. That is an increase in value of $400,000. As well as
increasing the property in value, because the units are now on
individual titles, you could easily sell some of the units at the
premium price to raise capital or pay down some of your debt. You
may choose to sell just one or two and keep the remaining units,
whereas prior to strata titling, you would have had to sell the
property as a whole.
There is also rezoning; buying something that is in a particular zone
and converting it, either from Rural to Residential, or from
Residential to Residential B, where you may then be able to build
units on it or develop it in a way which the previous zoning did not
allow. This may have restricted its use and value. This also works
in reverse, as in rezoning from Residential to Commercial, or Light
Commercial to Industrial in the instance that you may wish to
develop the land for commercial purposes such as a retail
development or a tourist attraction.

That change, if there’s a

demand for it, can give you an instant increase in value if the
demand is there.
Everybody understands renovating. It’s hard work if you do it
yourself but it is probably the first place you’re going to start. When
you’re manufacturing growth and you don’t have a whole lot of
money, you’re going to have to be really economical as to where
you buy your goods. Some of the work you may do yourself and
some of it you may contract out, and it is probably something that
you’re likely to do to your principal place of residence.

In the

situation of a unit or townhouses, manufacturing growth can often be
done utilising the funds from a ‘sinking fund’.

If you haven’t got a whole lot of money and are looking for a unit to
renovate, don’t buy a unit in a block of 200; buy one in a small block,
an older block that has a big body corporate sinking fund.

This

sinking fund is a fund into which money is contributed, through the
body corporate, exclusively for the use of improving and maintaining
the block of units. Sometimes the sinking fund can have substantial
funds that have not been used and the block of units can benefit
from an extensive refurbish of its exterior and the common areas all
at the sinking fund’s expense.
If you get yourself on the body corporate board and encourage the
use of some of that money to improve the building, you will have an
increase in your property value even if you leave the inside of your
little unit exactly the same, simply because you’ve improved the
external look of the property.
The most important thing when renovating is to take care not to over
capitalise. You need to analyse how much expense your property
can bear, and be certain that after the renovations are done, you are
going to be able to sell the property quickly or revalue it at a
substantial gain. Be conscious of the areas that you are renovating
in: It is no advantage for you to spend thousands of dollars on a
renovation to turn a rundown old house into an opulently appointed
state-of-the-art home if it is in the backwaters of town next to an ugly
mobile phone tower. It goes without saying that you are not going to
get the same return that you would, were you to have renovated the
same style of home in a more affluent and progressive area.
What you renovate is important also.

Refitting kitchens and

bathrooms can make a huge difference, and is well worth the
expense, whereas refurbishing an office or a bedroom would not
necessarily make much of a difference. Think also of your purpose.
If the property is to be a rental, you would be more inclined to opt for

durability rather than opulence. Consider durable carpets, drought
resistant plants in the garden, kitchen fittings that can handle a bit of
wear and tear rather than the latest in entertaining functionality. In
the long run, by considering the future purpose of your properties, it
can help to save you from spending unnecessary amounts of money
to achieve virtually the same return.

Transition zones
When you’re looking at growth, it’s a transition zone that you’re
trying to capture. Sometimes certain areas start to move and there
is a bit of a lag effect to the areas where the main growth is
happening.

Fundamental

things

like

changes

in

industry,

infrastructure, government departments moving to the area, new
hospitals, new schools, transport, can create growth in these areas.
Look for emerging economies. Look for areas that are changing
and analyse why they are changing. Why are things happening? Is
a power station going in? Is there going to be more employment in
the area? Is there a need for people to be moving to an area? Have
a look where there’s a lot of renovation going on. Have a look at
areas that are changing from a tired area to an upmarket area.
Whenever you have that movement, that transition, that increase in
population, you’re going to have an increase in the house prices.
There are all sorts of growth opportunities out there, you just need to
have the foresight and creativity to see hidden opportunities and
have the courage to develop them.

Refinancing mid renovation
Renovating can be an expensive exercise. The rewards of course,
usually make it worthwhile, however sometimes renovators find

themselves in a situation where they run out of money or equity midrenovation.
There can be a number of reasons for this. Inexperience may have
them underestimate the costings of the renovation, or sometimes
there can be unexpected surprises that arise during the renovation
process: You may find that the wiring is totally shot and needs
replacing, or removing that wall has unearthed a minor/major termite
problem, or there may have been a bit of a domino effect and you
ended up replacing/renovating much more than you had initially
planned to.
Fortunately in most instances, you can use the renovation work that
you have completed so far, as a way of increasing equity so as to
access more money.

For instance, you may have renewed the

kitchen and the bathroom, but you also wanted to extend part of the
house so as to create a third bedroom but you have run out of
money. As the previous bathroom and kitchen was old and
dilapidated and the new one is fresh and modern, it may have
increased the value of the house enough to create additional equity
that you can borrow against to complete your renovations. At the
point of completion, with the extra value that the third bedroom has
brought, you could then once again revalue and this time use the
additional equity to purchase something else.
Some investors / renovators actually plan their renovations in this
way. By renovating in stages, it allows them to maximise the money
available to them at any one given time and renovate as much as
they can with that money, then revalue and refinance to complete
the next stage of their project.

As long as you are not over

capitalising, i.e. spending more than what you will add in value to
the property, it is an effective way of bridging that financial gap to
get to where you want to be.

Having said all of that, were you to rely on this sort of strategy, the
merits of concentrating on one room at a time may prove beneficial.
To see additional value in a property, valuers must see an
improvement. By focusing on one room at a time, it will allow a
valuer to envisage the actual change, where as if you have done a
bit here and a bit there and each room is in a state of chaos and
semi change it will be hard for a valuer to determine any additional
value. Basically if it looks a mess it will be valued accordingly!

Return on Investment
Return on Investment (ROI) is based on a calculation that you can
make to establish the gross return on investment that you plan to
purchase. What you are looking for first of all is the weekly yield
multiplied by 52 to establish your annual yield. For the gross ROI,
the yield is divided by the cost of the property and then multiplied by
100 which will give you a percentage. This percentage is your gross
Return on Investment.
Return on Investment (ROI)
Weekly Yield x 52 = Annual Yield
Annual Yield / Cost of the Property x 100
=

% ROI

In simplified terms, it is the income divided by the purchase price
multiplied by 100. For instance, if a property purchased for $75,000
had a weekly rental return of $135, the Return on Investment
percentage would be 9.36%.
Example:
$135 p/w x 52 = $7,020

$7,020 / $75,000 x 100
=

9.36 %

Remember though, this is the gross figure, and this figure can be
quite different once you deduct your operating costs, stamp duty,
rates etc.

Leaving something in it for somebody else
At the end of the day, there are lots of opportunities for growth and
development, but I think it is really important to leave a little in a deal
for someone else. What does that mean? Basically, it means don’t
be greedy!
Sometimes in our quest for a good deal, it can be tempting to
squeeze every last cent out of a deal that you possibly can. It might
be a situation where through a desperate vendor you purchase a
property at what is already exceptional value and you try and trim an
extra few thousand off the deal anyway.

That is O.K, but ask

yourself, are you creating extra hardship for someone who is
accepting the deal simply because they are that desperate? For
them, it might mean the difference between food on the table or not,
whereas for you it may mean the difference between already making
a lot of money on the deal or making a hell of a lot more money on
the deal. It is a bit of a conscience thing really.
Or, on the other side of the deal as the vendor, like my story about
the bushy earlier, he had already made his money on the deal. So
when he sold it, he ‘left something in it for someone else’, an
opportunity for someone else to make a beginning for themselves or
an opportunity to pass a cash cow onto someone else rather than
milking it for what it is worth until it is dry. It is an act of goodwill, a

bit of good karma if you like - allowing someone else the opportunity
to make their own fortunes or work towards their goals by leaving
some value in the deal for them.

Accumulating Real Wealth
As your investment strategy begins to bear fruit and your properties
experience substantial growth, there will be times when you will be
tempted to cash in a growth property and take advantage of that
huge profit that you have just made. Although there are instances
where this might be the appropriate thing to do, when it comes to
trading properties, my preference is to own the property long term
as I believe in the long term. The cash flow will outstrip the short
term extra cash that you may be making on the deal. Remember
my motto that I live by is:
Motto:
Real wealth comes from accumulation not trading

Accumulation not trading
The reason for this is simple. With the exception of perhaps your
principal place of residence, once you sell a property, although you
have the benefit of the profit through the growth of the property, you
will also have the obligation of paying all of your dues. You will have
to pay Capital Gains Tax on the profit made, GST if it is a new
property and commissions on sale thus dissipating a considerable
amount of your profit. Whereas, if you had kept the property and
used it as security to borrow against, the money you would have in
hand is usually not much different to your after tax profit you would
have if you sold the property. By keeping the property you also
retain all of the upside of potential continued growth on the property
in the future.

Of course there will be instances where selling the property may be
the appropriate thing to do. You may wish to raise capital to put
towards another much worthier investment and have already used
up as much equity as you can, or perhaps you anticipate a downturn
that may affect the growth or value of that property if kept in the long
term.

There will be many instances where trading will be the

appropriate thing to do, however I strongly advocate that ‘real wealth
comes through accumulation not trading’. To demonstrate, here are
how the numbers stack up for a property if it is accumulated (not
sold) as opposed to if it was traded (sold):
Accumulating / Keeping
Property Value after Growth

$ 300,000

Property Purchase Price

$ 180,000*

Profit / Additional Equity

$ 120,000

* Note; assume 100% borrowed in purchase
If a borrowing of 80% is used (90% or even 95% could be borrowed
however an additional cost of mortgage insurance would have to be
paid) the funds available for investment would be as follows:
New value

$ 300,000

80% borrowing (300,000*80%)

$ 240,000

Less existing mortgage

$ 180,000

Additional funds available

$

60,000

If you keep the property that has had considerable growth, by
revaluing the property, you will have an additional $60,000 available
for investment elsewhere. Because the property has not been sold
no taxes, duties or fees are payable.

Traded
Property Sale Price

$ 300,000

Less
Property Purchase Price

$ 180,000

Stamp Duty

$

8,975

Agent Commission

$

10,000

Legal Fees Purchasing

$

1,200

Legal Fees Selling

$

1,200

Total Costs

$ 201,375

Capital Gain

$

98,625

Capital Gains Tax Payable

$

22,930*

Profit after tax

$

75,695

*figure may vary depending on your marginal tax rate (45% plus
1.5% medicare levy used in this example) and is based on the
property being owned for at least one year (50% exemption)and it is
not a principal place of residence.
As you can see, the after tax profit is considerably less than the
$120,000 you thought was sitting there.

In fact, by selling the

property, you have in effect lost $34,130 ($10,000 in commissions,
$1,200 in legals and $22,930 in capital gains tax) that could have
been used as equity and borrowed against were you to have kept
the property. In the situation that the property was a new house,
there is also GST to consider, but I think you get the picture.
If the property is your principal place of residence, then Capital
Gains Tax is not payable so the profit is substantially more, but fees
and duties will still be payable and they will not be tax deductible.
There are other factors that can influence this figure such as your
marginal tax rate, as well as, if you have any losses to offset your

profit. Additionally, Capital Gains Tax will be payable on the entire
amount if it is owned for less than one year, as owning an
investment property for more than one year entitles you to a 50%
exemption. Either way, just be aware, do the maths, look at your
options and make sure that your decision is an informed one.

Chapter 17
A herd of cash cows – I love it!

Having manufactured equity by renovating my own home and
having it revalued with a redraw facility set up, and having foolishly
sold the little house around the corner, I was cashed up. “Time for
more cash cows,” I thought to myself.
“OK – where to now? What area should I be targeting next to buy a
cash cow?” I thought to myself. “It needs to be in a town with good
fundamentals, a town with strong rental demands and strong
underlying economics such as employment, gradual growth and a
history that supported continuity.”
When I really started looking there were plenty of towns that fitted
that criteria. I knew from past experience that lending would be a lot
easier if I focused on towns with a population of over 10,000 people,
and since my lending capacity was marginal at best, I decided to
stick to towns that fitted this population minimum.

Whilst this

probably wasn’t essential, I was finding enough properties in towns
that fitted this criteria not to have to compromise.
For months now I had been nurturing relationships with real estate
agents in towns I considered good target zones for future
investment. It was now time for some of these relationships to bear
fruit. That was one thing I was good at, and the side of investing I
absolutely loved, making contacts and talking to people in the
industry. They shared my passion, (most of them anyway), and the
ones that didn’t weren’t usually as good or useful as the ones that
did have that real passion for the deal.

I had it scheduled into my diary to ring my contacts on a regular
basis and when I was really in the market like I was now, I would
bump up that contact to about once a week at least. Well on this
Thursday morning it appeared my methodical approach was going
to pay off.
“You must be psychic,” Donna said, when she recognised my voice,
“I have only just put down the phone from one of my friend’s parents
who want to sell their block of four units on the north side.”
Donna was a local real estate agent in a town I had been courting
for some time. We had never met but it felt like we had known each
other forever as we talked on a regular basis. I knew a lot about
her. She was recently married, and had her honeymoon in Fiji,
which was a place I had always wanted to go. Her parents owned a
small banana plantation in the neighbouring coastal town and her
husband was a plumber.
Over many years working as an accountant, I learnt it wasn’t always
the deal that was important but the relationships you built up over
time. Those relationships were what brought you deal after deal
and profit after profit, if you nurtured them and treated them with
respect.
“It’s a block of four for $176,000, fully tenanted. It’s not exactly in a
prime position as it is across the road from a railway line which is
used to shunt trains from one line to another, but I would feel bad if I
didn’t tell you both the good and the bad.” Donna started to outline
the property, warts and all. Whilst the property was not premium it
was always rented and I had the opportunity to improve the property
one unit at a time as the tenants changed over, and slowly improve
the property for growth and increased return.

I loved blocks of units for this very reason. I could manufacture
growth and increase yield on the property whilst still maintaining a
solid return by renting out the rest of the property, unlike a single
house which would return nothing whilst you had it off the rental
market while you were renovating.

Of course some renovations

could be carried out whilst the property was rented, but others
simply couldn’t, like new bathrooms and kitchens.
The numbers certainly checked out. It was returning $440 per week
and put an estimated $4,000 per year in my pocket. The best thing
about this property was it was under-market rented and was in need
of a cosmetic make-over which would mean more value in the
property and more rental income, and this of course meant more
passive income for me.
“Well we’d better put a contact on it then,” I said to Donna.
Fortunately, I was following my own advice and was market ready. I
had a trust structure ready, with a corporate trustee and I knew I
could confidently sign the contract and put in enough ‘out’ clauses in
the contract that if the property didn’t check out, I could get out of
the contract if I needed to. So I told Donna the name of my trust,
solicitor, address etc. and I asked for a 14 day pest and building
inspection clause to buyer’s satisfaction to be added, and of course
the finance clause – 21 days should be enough time.
Donna knew better than to ask me how much I intended to borrow.
We had been working together long enough to know that one
couldn’t be slipped in. “I guess your finance clause says ’21 days
and finance sufficient to complete,’” Donna said tongue in cheek.
“Let’s make it 21 ‘working days’ shall we?” I replied equally as
comically.

“Oh, you cheeky bugger, I haven’t had that one before,” she retorted
laughing.
“Girl, you just haven’t lived,” I continued the banter.
“I suppose you want a $500 deposit as well?” she inquired without
really expecting a reply.
“Well yes, that would be nice,” I replied with a great deal of
satisfaction. We continued our banter for a bit longer before she
hung up to fax me the contract and get it off to the vendor to sign.
Meanwhile my head was in a spin. How was I going to reorganise
things so I could have the time to drive the six and a half hours to
where the property was, and still fit in kid’s soccer and netball on the
weekend. Maybe soccer and netball would have to suffer this time.
Brian and I organised to drive the six and a half hours after work on
Friday. Night driving was always good with kids as they mostly slept
and we didn’t get the perpetual, “Are we there yet?”
On seeing the property, it became apparent that work on one of the
units was going to have to be done immediately, and one of the
units probably couldn’t be renovated until after my existing tenant
died. He was old and had lived in the property for at least the last
eleven years and the unit certainly looked like it too – the ceiling was
a greyish black colour from years of cigarette smoke and a layer of
grime covered every surface, but he was happy and kept the
property pretty tidy.
It was definitely a good deal, but it did need some work, which to
me, made it an even better deal, as I had the opportunity to
manufacture both income and growth, not just sit back and take the
positive cash flow, which (don’t get me wrong) was very nice, but

with this one, because it did need work, I had the opportunity to
create my own mini property boom just on this property.
I had already started mapping out what needed to be done and in
what order and more importantly, when we were going to fit it all in.
School holidays were coming up – so guess what kids, you get to
visit your uncles and aunts while we get stuck into the renovation.
The kids were excited to be spending some time on the farm with
my brother and seeing some of the family. Being the last of seven
children, there was plenty of family around, and this property was
where I grew up and where most of my family still lived.
Renovations were proceeding well - certainly well enough to have a
mid-morning cuppa break, so while Brian was busy jack hammering
tiles off the bathroom floor, I snuck out for cappuccinos and the local
paper. As always, I glanced at the front page and headed straight
for the real estate section of the paper.
“Hey check this out – ‘For Sale – investor needed – 5*2Br Units,
Southside, large block $250,000.

Ph: 04xx xxxxxx’ – That

sounds like it’s worth a phone call,” I read out to Brian.
“Yeah could be,” Brian replied, trying to sound supportive even
though he doubted whether we could buy another property so soon.
Dismissing Brian’s feigned attempt at enthusiasm, I picked up the
mobile phone and started to dial the number. Having grown up in
the area I knew some of the Southside flooded, so this was one of
the first questions I needed to ask. It turned out the property wasn’t
in a flood area and was fully rented returning $120 per unit. On my
calculations, given the rough figures I was quoted on the phone for
costs such as rates, insurance etc. it was positive cash flowed about
$9,500 per year.

I talked my way into allowing us to do an inspection of most of the
units the next morning even though it meant the tenants didn’t get
the required inspection notice.

The property was in average

condition, certainly not pretty, but didn’t really need urgent work
done either.
“Here we go again,” I thought as I requested a contract be drawn up.
Once again, I had no idea how I was going to be able to finance the
deal and once again, I felt I was biting off more than I could chew.
Well only one thing to do in these circumstances I said to myself,
“Chew like mad!”
After signing the contract that afternoon I went to the local post
office and faxed it off to my mate and finance broker Scott. “Hey
Scotty – how’s it going?” I asked as I made the phone call that I
knew was going to result in Scott either pulling his hair out or
shaking his head.
“Good – how’s the holiday going?” he replied.
“Holiday!” I said “It’s no holiday. We are working our little fingers to
the bone.”
“Scott, I need you to wave your magic wand once again. I signed
another contract and just faxed it through to you,” I said getting
straight to the point.
“Uhuh,” he said “How much and how long have I got?”
That was one thing I loved about Scott. He never threw a negative
on anything unless he had exhausted all avenues. Give Scott a
problem and he would turn it upside down, chew on it and twist it
until he came up with the best possible solution, and it wasn’t only in
finance that he was like this. I remember asking him the answer to

a crossword puzzle I was doing while on a social outing together
and it drove him mad that he knew the answer and couldn’t
remember it. Well next morning at a respectable seven o’clock, the
phone rings and it was Scott with the answer. It had driven him
crazy all night, which he made sure I knew about the next morning.

--Now with two new cash cows under my belt, I needed a deal I could
get into with little or no money again as my reserves were depleted
after these last two purchases.
An opportunity presented itself in the form of a block of four units
and a freestanding house on a single block of land, situated one
street from the river and three streets from the beach in my home
town on the Sunshine Coast. I wasn’t in a position to put anything
into the property but knew it was a good deal. I needed someone
who wanted to be in the property game and who had the money for
the deposit plus costs, but really wasn’t in a position to make a deal
work.
This property was perfect, as the units needed renovating, and once
completed could be revalued so that the initial deposit and costs
could be returned to the joint venture partner. The renovation costs
could be returned to me and we would then be on an even keel in
the investment.

The property at that point would be close to

neutrally geared (not costing anything, but not positive either).
The property was in a high growth area and in a prime position. I
was able to negotiate the purchase for $480,000. The combination
of the renovation and targeting a high growth area in a prime
location meant that the value of this property would more than likely
double in value over the next few years.

Whilst I found asking other people if they wanted to do a joint
venture with me incredibly difficult (especially as I was asking them
to put in all the money initially), I knew it was the right thing for both
them and me.

I knew I could get their initial deposit back in a

relatively short period of time and I also knew they would never have
bought the property on their own, so I just had to build up the
courage and ask. After all if I didn’t ask, I already had a NO, and if I
did ask, I just might get a YES.
The magnitude of the potential increase was partly due to the
research I had conducted on the general area, the selection of what
was clearly a prime location, the market cycle at the time of
purchasing and the result of improvements conducted on the
property to increase its yield.

Even if this property had been

purchased at a time in the property market cycle when prices were
not increasing, by implementing yield strategies to bring the property
to a neutrally geared situation would still have meant the property
was worth buying for the long term hold.
Coming from a place where self-reliance was not just paramount, it
was survival, I promised myself I would never again totally rely on
anyone other than myself, nor would I rely on only one income
source or any one strategy to achieve my desired outcome. Other
manufactured income strategies such as always monitoring current
market rentals in the area, mean you should always be achieving
the maximum yield possible on your investment.
As a bench mark, I decided I would buy a property for growth
purposes if I could establish the property is in a potential growth
area as a result of my due diligence and the property is, or can be
with minor outlay, neutrally cash flowed.
Having reviewed many clients’ personal situations, I established a
pattern of the ratio between income producing properties and growth

properties, both direct and manufactured. This ratio is usually two
or three income properties to one growth property. If the market is
doing particularly well, then the ratio may stretch to four to one.
For me, the implementation of some basic growth strategy
techniques provided the necessary capital gain and available equity
to continue the cash flow positive purchasing course I had set for
myself. Many of the more complex manufactured growth strategies
such as strata titling, rezoning, subdivisions and developments are
not discussed as a possibility for the average investor. For many
investors, some of the strategies may well be, well and truly out of
their comfort zone and capability, particularly when considering
developments and large subdivision projects. On the other hand,
the process of strata titling a block of units or doing a small
subdivision, are strategies which can easily be learnt, are not highly
risky and are well within the capabilities of most investors. In my
case my friend could piggy back on my knowledge and capitalise
simply by adding a bit of money upfront, which they would get back
as soon as the property was revalued and refinanced.
Whilst my burning desire for time freedom led me down the track of
buying properties that produced positive cash flow, I realised that
there was always another underlying reason as to why I chose
property and cash cows in particular to fulfil my need. My need for a
relatively low risk style of investment with a craving for security also
added to the decision-making process.
An individual’s attitude to risk is very much a personal thing. As you
get older and closer to retirement age, lower risk investments
become more important. Whereas for a younger person, with no
dependents and plenty of time and energy to regain their financial
position if something goes wrong, they may be happy to accept
investments with a greater degree of risk.

For me, it was not my age which was the determining factor when it
came to my low tolerance for risk, it was in fact the responsibility of
having to support children on my own, as well as my basic
personality trait of craving security. For some people, the road I
chose to take may have seemed quite risky, however when you
really break it down, each property I purchased, particularly in the
early stages, had such high income surpluses or positive cash flows,
that I knew there would have to be a lot of things go against me
before my purchases were ever at risk.
That's the beauty of having strong positive cash flow on your
properties. Interest rates could rise substantially and still these
properties would be positively cash flowed. By focusing mainly on
multiple family dwellings or blocks of units, risk is again lowered, as
a single vacancy will not have a dramatic effect on the property’s
cash flow.
“Bring on the Cash Cows!” I resolved to myself. “But balance it off
with Growth Properties or better still, Manufactured Growth
Properties – ‘Chunk Deals’ that’s what I’m going to call them.”
“Yep – bring on the Cash Cows and Chunk deals that make me a
chunk of money!”

Chapter 18
How to take the emotion out of investing and make it
as easy as 1-2-3
Doing the maths on a property and the associated due diligence is
not exactly the most attractive side of becoming financially free – but
it is absolutely a necessary part of your journey. When doing your
due diligence on your intended purchases, it is important to do the
maths and analyse your prospective purchase. By doing the maths,
it allows you to see exactly where you stand now, and where you
could stand in the future. It allows you to anticipate risks or possible
weak spots, so you can factor them into your strategy and minimise
risk as much as possible.

Minimising risk
It's a good risk strategy to always work out your breakeven point on
a property.

How much would interest rates have to rise for the

property to be cash flow neutral? How often, or how many units in
the case of a block of units, would need to be vacant for the property
to be cash flow neutral? How much maintenance or how high can
the cost for repairs go before the property ceases to be positively
cash flowed and becomes cash flow neutral? These are questions
that I ask myself, and indeed work out the calculations on, for each
property I purchase.

Doing these calculations gives a better

understanding of exactly what you are buying, and what the risk
tolerance is for each property.
As you can see, my conservative accounting side comes through
even as an investor. Having spoken to many investors, at all levels
from beginner to the very experienced, I realise it is these basic
calculations that provide certainty and direction for the investor.
Knowing how to do risk sensitivity analysis as I have outlined above,

gives an investor a degree of certainty and comfort when
proceeding with the purchase of property.
As part of your due diligence process, you need to go beyond
guessing or hoping your potential property purchases will be
positively, neutrally or negatively cash flowed. Cash flow analysis is
only part of your investment picture. You also need to cost out your
investment in terms of being able to acquire it in the first place. You
need to cost out projects to determine whether or not the profit
justifies the time, the effort and finance expended.
I believe every property purchase you make needs to include:
- Acquisition Calculator
- Opportunity Cost Analysis
- Sensitivity Analysis
- Cost Benefit Analysis & Feasibility Study
Just as you would undertake such thorough analysis for a shop or
business you were considering purchasing, a property purchase is
just as big a decision, with probably just as much money or more
involved. In fact, it’s critical to having a balanced portfolio which is
still on track to fulfilling your goals. Just as it is imperative that you
are aware of your ability to service the loan, your tax and asset
protection structure and your overall goals, it is imperative that you
are fully aware of the positives and negatives with respect to your
proposed business investment.
Real estate investing is a business and should be treated as a
business.
Understanding these basic calculations means that you are fully
equipped to cost any job, analyse any potential investment, work out
whether a property should be sold or not, and know whether a

particular investment fits with your tolerance of risk. So let's take
some time to understand these calculations.

Sensitivity Analysis
It may be two big words, but sensitivity analysis is simply calculating
different outcomes given different scenarios. What I mean by this is,
for instance, costing a project for varying levels of interest rate, and
or varying time frames, and subsequently, knowing where your
break-even point is. That is, at what point does the project not cost
you anything, or at what point does the project start to become
profitable?
All this does, is make sure that in your calculations, you have
sufficient margins to cover unforeseen and varying outcomes.
Sensitivity analysis is basically putting down on paper an “if this,
then that” scenario. What happens to my bottom line if interest rates
go to 10% or 12%? Can I afford any negative cash flow as a result
of an interest rate rise, or is the property still positively cash flowed?
What happens if I have a 10% or 20% vacancy rate? Where is my
break-even point? How long can property be vacant and still be
neutrally cash flowed?
Mathematically calculating the answers to these questions is what
sensitivity is all about.
To give you an idea of how this calculation would go, let’s take the
block of 4 units I purchased in a regional town of about 60,000
people for $176,000. This was your typical case of a vendor not
managing his property well, and getting fed up with vacancies and
bad tenants, consequently selling the property under market value.
I believe when purchasing a property, a significant percentage of
your profit can be made when you buy it. That’s why you should be

searching for people who no longer want their properties, not
necessarily properties for sale.
Anyway, back to the property I purchased, I renovated one unit
which had been left vacant and in a bit of a mess, and gave the
property a general tidy up at a cost of $6,000. Purchasing costs
were about another $5,000, so all up we were out of pocket
$187,000.
Each unit, after the minor fix up was rented for $110 per week. Now
the first question is does it meet the Rule of 2? Is it a Cash Cow?
Yes.

$440/wk is greater than 187,000/1,000 multiply by 2 or

$374/wk.
The next obvious calculation is to work out exactly how positively
cash flowed this little cash cow really is. To do this you need to
know a few more details:
- Rates were approx $4,700,
- Insurance was approx $600,
- Management fees are 7% and the
- Interest rate on this property at the time was 6.5%.
For the purposes of the calculation, we will work out the interest paid
on the total amount expended, that is $187,000.
The reason I do this is because this money has to have come from
somewhere and if you are not in the fortunate position of having no
personal debt and savings in the bank to use as a deposit, you will
probably have borrowed the funds. Admittedly, you may have used
another property as security, but the funds are still borrowed.
Therefore for the property to be a true cash cow it needs to be able
to service the interest on all the money expended on the property.

Example:
Total income from the property

$ 22,880

($110 x 4 units x 52 weeks)
Operational Expenses:
Council Rates

$

4,700

Insurance

$

600

Management Fees

$

1,601

Interest Paid ($187,000 x 6.5%)

$ 12,155

Total

$ 19,056

Net positive cash flow

$

3,823

That’s a positive cash flow of nearly $74 per week.

Now let’s look at the sensitivity analysis on this property.
How high would interest rates have to rise before this property is
neutrally cash flowed?
Answer: Approximately 8.5%, assuming rents did not rise also,
which is highly probable when interest rates rise. (Without the use
of a financial calculator, the easiest way to work this out is by trial
and error – keep changing the interest rate until the positive cash
flow becomes zero.)
What is the vacancy breakeven point for this property?
Answer: Approximately 18%.

The property would have to be

vacant 18% of the time with all other factors remaining the same to
be neutrally cash flowed.

(Again, without the use of a financial

calculator the easiest way to work this out is by changing the rental
return until the positive cash flow becomes zero.)
It is interesting to note that this particular property has continued to
have positive cash flow even when some of the circumstances have
changed since its original purchase. For instance, the interest rates
have risen, however so too have the rental returns. Even though
the interest rates have gone to somewhere in the high 9% and could
quite easily go higher, the rental income from the property has also
risen to around the $165 per week and could likely go to $200 per
week. This higher rental income has well and truly out-stripped the
negative impact on cash flow that the interest rate rise has had.
When you start doing this kind of “If this, then that” analysis, you
start to get a clear picture of what the risks are, associated with the
purchase of the property and what the possible outcomes are in
differing scenarios.
I don’t know about you, but this gives me a much greater degree of
comfort when making the decision of whether to buy a particular
property or not. It also gives you some frame work to take to your
accountant, financial advisor or finance broker, to have them check
your figures and your rationale behind your decisions.
The numbers don’t have emotions and the numbers don’t lie. For
first time investors, doing these kinds of calculations helps to refine
their decision making process to one of pure mathematics, without
emotion.
Obviously, with the hard core calculations done, it is appropriate to
sit back and look at the deal and make a judgement opinion as well.
For instance, do you believe there is potential for rental increases in
the near future?

In areas where there is a 10% growth, your

property is likely to double in value every seven years, and rental

income is likely to keep pace, so even if a property is not positively
cash flowed immediately, if may become so within a short space of
time. The property I have outlined above has had significant rental
increases since its original purchase.
Similarly, the property may have the potential for additional growth,
that is the potential to increase in value, either as a result of the
normal market forces on a macro or micro economic basis or as a
result of the improvements you can make to the property. My little
block of four above was revalued soon after the rents were
increased and the cosmetic renovation was complete, at $245,000
(An equity increase of $58,000) and at over $400,000 in more recent
times. This time, I won’t be making the greed based decision to sell
the property any time soon which means I can utilise this built up
equity to purchase additional property and it’s tax free money until I
sell it!

Acquisition Calculator
Before you can start to work out what may or may not happen, if
certain variances go against you, you will need to know exactly how
much any one purchase is going to cost you. How much is your
investment going to cost you at settlement? How much money are
you going to have available? The Acquisition Calculator worksheet
may help you arrive at an accurate figure.
When working out your return on investment it is “Your Required
Contribution”, that is used, as this is the amount that you are
actually investing.
It is this required contribution amount which you will need to have
available in either savings or as available equity sitting in some form
of borrowing facility such as a line of credit or redraw facility and

secured against other assets,

e.g. other property or a share

portfolio.

Cash Flow Analysis
From an operational perspective, it is important to keep and
maintain a cash flow spreadsheet on each of your properties. This
is obviously essential for taxation purposes as well as a good
management tool for you to stay on top of what is happening with
each of your properties, especially when you start to accumulate
quite a number of them. The cash flow analysis worksheet that I
have included can be adopted to suit the needs of any particular
property.
Basically, if the cash flow number is positive, you make an income
profit - if it’s negative you are making an income loss!

The

spreadsheet of operational expenses is clearly quite detailed and
many of the expenses may not be applicable to every deal.
You then need to make a judgement call as to whether the property
in question is still a desirable option for inclusion in your portfolio
and will it fit in with your greater goals? Other factors you might like
to consider are whether the current rentals are actually market
rentals and whether, after purchase they can be increased? If they
can, you should redo the operating cash flow analysis to determine
what effect the increased rents will have on the property’s net cash
flow.
Just because a particular property’s net operating cash flow does
not come in at a positive figure, does not necessarily mean you
should not have it as part of your portfolio.

If you are buying

expecting some element of growth on the property, you then need to
weigh up whether the expected growth on the property is sufficient
to outweigh the negative cash flow effect as calculated in the

following worksheet. Having a good working knowledge of the
mathematics behind your decisions enables you to make accurate
informed decisions based on the assumptions resulting from your
due diligence on the property.
Each property you purchase is a business, and it should be given
the respect and attention you would award to any other business.

Sales Cost Analysis
The final part of having a property is the selling of the property.
When you are faced with the decision of whether to sell a property
or not, it is important to know exactly how much it is going to cost
you to sell the property. The supplied sales cost analysis worksheet
may assist you in determining these costs.

Opportunity Cost Analysis
Opportunity Cost Analysis is the calculation you do to work out
whether an investment is worthwhile or whether your money is
better spent somewhere else. Not only do you need to understand
whether a property is positively, neutrally, or negatively cash flowed,
it is also important to be able to cost out projects (a feasibility study).
For example, whether to buy an investment property in the first
place, or whether to do a renovation on a property, or whether to do
a complete development project versus selling off as a vacant land
subdivision. The basis of the calculations is all the same. You just
need to adapt each project to the simple formula.
Most of these calculations are relatively simple at the very basic
level. It's a matter of calculating what your costs are on a particular
project, and what the potential income is on a project. Then the
calculation is simple enough. Do you end up with a profit on not? If
you do end up with a profit, is the profit sufficient to justify the time,

effort and use of funds employed to complete the project? This is
your opportunity cost analysis. What opportunity cost are you giving
up to expend your investment capital or equity, and your time and
energy, on a particular purchase or project, versus spending the
same amount of money, time and effort somewhere else?
In order to make these decisions and indeed do the necessary
calculations, you will need to take some of these factors into
consideration:- Clarifying the taxation implications of doing one thing versus
another. eg., selling or not selling inside 12 months with respect to
capital gains tax;
- Structuring your purchase to maximise tax efficiency and asset
protection;
- Costing out the entire project. Please see Cost Benefit Analysis
below;
- Determining potential holding costs and the likelihood of interest
rates rising, etc.;
- Completing Sensitivity Analysis – what is your breakeven point and
your tolerance of risk;
- Assessing current market conditions, so that an accurate end-sale
price or value can be determined;
- Determining the volatility of the market and the length of time it
could take to sell, if necessary, at the end of the project;
- Verifying the availability of reliable, quality contractors, if required;
- Obtaining written quotes complete with a guaranteed time frame.
Consider this simple decision making process. You are considering
whether it is worthwhile to build a small garage or car
accommodation for one of your existing rental properties.

You

estimate the garage will cost you $5,000 to build. As shown in the
sample earlier, the result of having the garage on your investment
property, according to your market research, has indicated you will

be able to rent the property out for $20/week more. Well let's do the
numbers.
An extra $20 a week is an annual return of $1040. So for an outlay
of $5,000 you are getting a return on your investment of $1040.
That's a return on investment of 20.8%. Is this a good return to you?
In your estimation, do you believe you could get a better return
somewhere else? This is opportunity cost analysis.
Opportunity cost analysis is a great way to compare one investment
with another, particularly when they require different amounts of
equity to get into the investment and different expected returns and
cash flows. You simply need to do a cash flow analysis sheet on
each potential investment, determine the expected future growth on
each potential investment, add the expected growth and either
positive or negative cash flow together for each investment, and
then divide this figure by the amount required at settlement for each
investment. This gives you the expected income and growth return
on investment as a percentage which means you can then
accurately compare one investment with another.
example:
Investment 1:
Cost

$600,000

Acquisition Costs

$ 20,000

Income

$ 65,000

Outlays

$

9,000

Expected Growth

6%

Interest rate

8%

Funds Required at settlement:
20% deposit plus acquisition costs of $20,000
Cash flow Analysis:
Income

$65,000

Here’s an

Less Expenses:
Outlays

$ 9,000

Interest (600,000 + 20,000) x8% $49,600
Net Positive Cash flow

$ 6,400

Expected Growth Year 1
(600,000 x 6%)

$36,000

Opportunity Cost Return on Investment:
((6,400+36,000/((600,000x20%)+20,000) x100=30.28 %
or
6,400 + 36,000 / (120,000 + 20,000) x 100 = 30.28%

Investment 2:
Cost

$400,000

Acquisition Costs

$ 14,000

Income

$ 25,000

Outlays

$

5,000

Expected Growth

10%

Interest rate

8%

Funds Required at settlement:
20% deposit plus acquisition costs of $14,000
Cash flow Analysis:
Income

$25,000

Less Expenses:
Outlays

$ 5,000

Interest
(400,000 + 14,000) x 8%

$33,120

Net Cash flow

$-13,120 (Negative)

Expected Growth Year 1
(400,000 x 10%)

$40,000

Opportunity Cost Return on Investment:
((-13,120 +40,000)/(($400,000x20%)+14,000) x100=28.6 %
or
-13,120 + 40,000 / (80,000 + 14,000) x 100 = 28.6%

In this particular example it would be better to buy the positively
cash flowed property for $600,000 even though the growth on the
property will not be as much, and it is more expensive than the other
property.

It is interesting to redo the calculations using different

growth rates and see how the numbers and the decisions would
change. The changing of the variables in this type of calculation is
what I described earlier as sensitivity analysis.
It is also interesting to do the calculations on a variety of times
frames and plug in expected rental increases as time may well
change the results if rental returns don’t keep up with growth rates
of the property.
I love opportunity cost analysis as it allows you, within stated
parameters, to predict the outcome of your investments, to compare
one investment to another, to work out whether you should sell or
whether you should hold any particular investment or even whether
you should renovate or develop an investment or not. It truly is a
very useful calculation once you get your head around it.

Cost Benefit Analysis & Feasibility Studies
The Cost Benefit Analysis is where you determine the cost of your
project versus the projected or potential profit. It’s the point in your

due diligence where you weigh up whether or not the profit is worth
your time, effort and money. It’s the point where you work out if the
investment is going to meet your expectations as far as your goals
are concerned. It’s the point where you work out if the investment
‘makes sense’ overall.
Specifically, you need to:
- Make a detailed list of all the work to be done
- Cost each stage of the job
- Determine who will be doing the work.

Will it be you or the

tradesmen?
- Assess your time frame. Time is money, after all. Allow for delays
and holding costs.
- Do a market analysis of comparable sales in the area.
- Calculate your bottom line.
The calculation is simple, what is your total expected income versus
the total expected costs?:Example:
Purchase Price
+ Purchase Costs
+ Project Costs
$
Vs.
Sale Price
- Sale Coast
$

What’s the difference between the two columns? What profit did
you end up with? Does it justify the time, effort and money you will
put into your investment? How does it measure against your risk
profile and your business plan? Too much risk? Do you feel you
can afford to be more risky?

Feasibility Study
You can also do a Feasibility Study, which is similar to the Cost
Benefit Analysis. A feasibility study is simply a calculation based on
known and/or assumed information of whether a project is profitable
or not.
Similar to cost benefit analysis, a feasibility study assesses the cost
of a project against the potential benefit or profit, to analyse whether
the project is worth the time, money and effort required to make the
profit!
Before venturing out and jumping head long into a development or
subdivision or even a simple renovation, astute investors always do
a feasibility study on whether they are going to make any money or
not. They may not actually call it a feasibility study, but simply doing
the numbers on a venture to determine profitability, is vital.
Even just going through the exercise of doing the numbers, will
make you think through all the stages of the project and their
respective costs and potential outcomes.
A feasibility study should always be completed pre-purchase. It is
no good spending time and money on an investment only to find it is
not a feasible proposition after all. It is OK to put your foot on the
project to secure your right to buy the property at an agreed value
via a conditional contract, as this means you have the ability to
proceed with the contract should your further analysis prove

favourable, but you will not lose anything if you decide the project is
not feasible.
The use of a Feasibility Study is also useful in calculating what is an
acceptable price to pay for a property you intend to either develop or
renovate. You actually use the same process as the cost benefit
analysis except in reverse.
For instance, your due diligence may show that fully renovated
properties in a particular area of similar houses sell for $300,000.
After doing a job costing on the proposed renovation you estimate
that renovations will cost you $30,000.
You have also decided that your minimum profit margin is $20,000
(i.e. the minimum amount you are prepared to do the work for) and
you estimate the costs to purchase the property and subsequently
on-sell the property will be $30,000. This means you are left with
$220,000 - this is the maximum amount you should be prepared to
pay for the property. It’s a feasibility study in reverse.
The maximum purchase price is the maximum amount you would be
willing to pay for the pre-renovated property. This simple worksheet
can be used to assess the feasibility of any potential project.
As you can see, due diligence and focused analysis are important
keys in the success of your business plan. They are necessary
components of your tool kit. They are ways in which you can gain
the required knowledge to make those empowered, business
decisions for your investment portfolio.
Ultimately, the greater your knowledge and level of empowerment,
the lower your risk level on anything, and the greater your chances
of success, regardless of whether it’s in the purchase of an
investment property, buying a shop, or avoiding injury in a soccer

game. You know the game plan. You know the strategies. You
know what you want. You have your roadmap.

Borrowing money
Borrowing money can be a scary thing. When investing, it is
important to get the right mix of equity to borrowings – Gearing or
Borrowing can be a great friend or similarly it can also be the sword
that fatally wounds you. When considering risk, factors such as age,
income stream, taxation, attitude, other commitments, goals etc. all
come into play. My philosophy is to always have a back door or a
Plan B if circumstances go against you and things do not turn out as
you planned.
The following table shows how gearing has a compounding effect in
both an increasing and decreasing market.
Effect of Gearing on Risk & Gain:
80% Gearing
Loan - $80,000
Asset - $100,000
+ 10% Growth
= $10,000 Gain
90% Gearing
Loan - $180,000
Asset - $200,000
+ 10% Gain
= $20,000 Gain

The more you gear a positive growth investment, the better return
you’ll get. Conversely, you’ll also lose more in a negative growth
market.
Effect of Gearing on Risk & Loss:
80% Gearing
Loan - $80,000
Asset - $100,000
- 10% Growth
= $10,000 Loss
90% Gearing
Loan - $180,000
Asset - $200,000
- 10% Growth
= $20,000 Loss

The following example shows how careful risk management can
lessen the down side without changing the potential for upside of an
investment.

Case Study:
A couple have $30,000 available on their existing home loan (partly
from making extra payments and partly from the effects of inflation
on the value of their property).

They find a suitable investment

property for $170,000.
The first lender they approached suggested the following options:
Lender 1:
Purchase price

$170,000

Funds available

$ 30,000

Loan amount

$153,000

Interest rate

6.82%

Deposit required 10%

$ 17,000

Related costs**

$ 10,000

(**Includes $2,000 Lender Mortgage Insurance)
Total Equity required

$ 27,000

Surplus cash

$

3,000

Analysis:
Gearing
Capital required

90%
$ 27,000

Risk Management

POOR*

*little cash reserves to meet unforeseen costs
Let’s assume our couple are relatively happy with this situation.
However, they decide to seek another offer from a different lender.
The second lender proposed the following option:
The second option provides a $700 saving per year due to the .52%
interest saving, but has an additional $500 cost of mortgage
insurance which was added into the loan.
This is a clear example of having the same set of circumstances, but
looking a bit harder at the finance structure to best suit your
circumstances.
Lender 2:
Purchase price

$170,000

Funds available

$ 30,000

Loan amount

$164,000

(95% loan including $2,500 Mortgage Insurance)
Interest rate

6.3%

(Better interest rate by .52%)
Deposit required 5%

$ 8,500

Related costs

$ 8,000

(Mortgage Insurance now part of loan)
Total Equity required

$ 16,500

Surplus cash

$ 13,500

Analysis:
Gearing

95%

Capital required

$ 16,500

Risk Management

STRONG*

*over one year’s interest is held as a buffer in the form of a redraw
facility on their home loan.

Too often, investors compromise all their stability and risk
management to “make do” with a particular bank’s loan products.
Note:
Banks are only money shops and you can choose where to buy your
money.

Leveraging
Did you know that your return on growth properties can potentially
be far more significant than 10%? Why? Because of leverage.
That is, you will be able to purchase a greater number of properties
by leveraging the bank’s money, your other properties’ equities or
other people’s money, to spread your equity more shrewdly and
many times over. If you truly want to magnify the potential of your
portfolio, understanding the concepts of leverage and spreading
equity are mandatory.
Let me make this really clear for you. Let’s take two individuals,
both with homes worth $300,000 and an interest only mortgage of
$100,000 each, and therefore $200,000 in their equity bank. Our

first individual rides the economic growth cycle (which we will
assume is 10%), but makes no move to increase his portfolio other
than watching how much his home has gone up in value. After one
year at 10% growth, his home would have increased in value to
$330,000 and he would have $230,000 in his equity bank, but he’s
just watching. Most people, incidentally, stop here.
Our second individual, however, decides to approach his portfolio
very differently. In fact, he decides to use the $200,000 in his equity
bank and spread it to purchase four other investments at $200,000,
all of which are neutrally geared.

His starting portfolio base,

therefore, would be $1,100,000 even though his equity position
would be the same as the first individual at $200,000. He has used
his available equity as a bank for the 20% deposits required to
purchase the four additional properties. (Actually, he could have
purchased a fifth property except that I allocated $40,000 to cover
purchase costs.) At the end of that same year, his portfolio base of
$1,100,000 would have increased at 10% to $1,210,000, and his
equity would have increased from $200,000 to $270,000 – that is,
$1,210,000 less total loan value of $740,000 ($100,000 on initial
property, plus $160,000 each on the four new purchases).
How’s that for a difference in portfolios? Do you see how having all
your equity tied up in one property limits you, whereas having the
same amount of equity spread across a number of properties means
growth is hugely magnified?

Whose portfolio would you rather

have? Do you see why I think property investment is such a great
component of your wealth portfolio?
Let’s continue this scenario and do the figures over a five or ten year
time span and see just how different the two individual’s situations
would be.

Individual 1
Year 1 - $200,000
Year 2 - $220,000
Year 3 - $242,000
Year 4 - $266,200
Year 5 - $292,820
Individual 2
Year 1 - $1,100,000
Year 2 - $1,210,000
Year 3 - $1,331,000
Year 4 - $1,464,100
Year 5 - $1,610,510
The difference between the individual’s portfolios in 5 years is
$1,317,690.
Individual 1
Year 6 - $322,102
Year 7 - $354,312
Year 8 - $389,743
Year 9 - $428,717
Year 10 - $471,589
Individual 2
Year 6 - $1,771,561
Year 7 - $1,948,717
Year 8 - $2,143,589
Year 9 - $2,357,948
Year 10 - $2,593,742
The difference between the individual’s portfolios in 10 years is
$2,122,153

As I sit here writing this with my nearly 14 year old son Justin sitting
beside me in an aeroplane returning from a holiday in Fiji, and I
explain the above table to him, I said “That’s the difference between
being able to go to Fiji for a holiday, or Japan to go skiing, or sailing
in the Whitsunday's every year, and not having the money to be able
to afford it.” His response – in a typical teenage style, “Yeah, I get
that.”
Now you may not be starting with an equity base of $200,000 and
you may not make four purchases all in one year, but that doesn’t
matter. It doesn’t matter if it takes you 5, 10 or 20 years. Provided
you are empowered as to the potential inherent in leverage, you
exercise due diligence in your purchases, and there is at least
enough rental income to cover the expenses associated with each
(neutrally geared) property, you’re on the right track.

Financing
Financing is one of the least understood aspects of investing, yet
most people seem to think that they don't need any additional
education in this area. The financing game is one that is constantly
changing with the advent of new products almost weekly, as well as
changes in interest rates, fees, charges and even hidden charges.
There are a number of things to consider with finance that can make
a huge difference to the end result. Firstly, you need to consider the
purpose of the funds - whether the funds will be for investment
purposes or for personal purposes i.e. Is the loan for an investment
property or a principal place of residence?
The difference ‘purpose of the funds’ makes is huge when it comes
to paying tax, as the interest paid on an investment property is tax
deductible, whereas the interest on a principal place of residence is
not.

Another thing to consider is how the loan is structured by your
lender, and whether they use the security of the property purchase
as opposed to cross-securitisation with other properties already
owned. Let me explain further.

Cross securitisation
When borrowing the money to purchase an investment property, in
the situation where you own a principal place of residence, it is a
common practice by banks and financial institutions to crosssecuritise the properties. What this means is that the security of
both properties is used to obtain the additional funds with which the
new property is purchased.

At first glance, cross-securitisation

sounds fine and from a bank’s perspective it is also fine, but it is
something that I would strongly suggest that you avoid.
In actuality, what the bank is doing is tying up all of your available
equity so if there are future borrowings, you will have to access
these additional funds through that same bank again. It is a great
trick from the bank’s perspective to retain clients, but can be
dangerous as well as cumbersome to the investor.
For instance, were there to be a problem down the track, for
whatever reason, all loans could be called in at once, leaving the
borrower in a situation that they would have to refinance their entire
borrowings at short notice, leaving their entire property portfolio that
was financed through that bank at risk, rather than just the single
property in question.
You see, in almost all mortgage loan documents, there is a clause
called the ‘all monies clause’ - which stipulates that if there is ever
a default or reason to recall on any one loan with that particular
bank, all loans with that bank can be called in. Normally, the easiest

place for the bank to get their money is from your principal place of
residence. So guess which property they're going to sell up first?
This is precisely the reason that I am very much opposed to crosssecuritisation and why I always advocate, at the very minimum, to
keep your principal place of residence home loan with a separate
bank or financial institution. Sometimes, through practicality, you
may have two or three loans with the one bank, but your home will
still be with a separate bank. As you start to become a seasoned
investor you will become a first class client to the commercial
manager with many banks.

Loan splitting
Effectively, a split loan is two separate loan accounts that have a
seemingly invisible accounting line between the loans. There are
two ways in which this facility is usually set up. Some banks set it
up within the one structure and create sub-accounts, while some
banks do require you to set up two separate accounts.
A split loan facility is extremely important when it comes to
managing your loans and is primarily to keep your investment or
business debt, i.e. your tax-deductible debt, clearly separated from
your personal debt, i.e. principal place of residence, car, credits
cards, etc.
So, a split loan, by its invisible line or separation, defines exactly
what portion of the loan is for personal use or for business use,
clearly categorising, for tax purposes, what interest can be claimed.
If the purpose of the loan is not defined, then it is left to your
accountant to try to work out what portion of the payments is in fact
deductible, often resulting in you, the taxpayer, paying much more
tax than needed, simply because you are unable to make that
distinction.

Splits or loan limits can be readjusted at any time so that more or
less can be drawn for investment or for personal use. This can be
done quite easily as you are not actually asking for more money,
you are just altering the split.
Once you get your head around the basics of investing, leverage,
due diligence and the calculations that assist you in your decision
making, your journey forward starts to become a whole lot clearer.
Your confidence in knowing what to do next becomes greater and
you are able to act more quickly and more confidently, thus being
able to pick up more opportunities in the market.

Tidying Up Loose Ends
The goal setting journey is truly an amazing one, especially upon
reflection.

You start out so full of fear and trepidation and then

suddenly you reach a point in your journey where you look back at
the road so far, and realise that you are almost there: You have
achieved many of the smaller goals with ease, and the bigger goals
have become a work in progress rather than some distant dream
that you thought may never happen.
It is also at this point that you sometimes realise that you need to
shed some skin. By that I mean that you may (or may not) wish to
simplify your life a little by losing the excess baggage that you may
be carrying around with you, or reassess your journey so far.

Getting rid of excess baggage
Sometimes in the process of the journey you may accumulate things
that you have now outgrown or are no longer relevant to your
journey. You may still own businesses or properties that you no
longer play an active role in, or you may simply wish to have a bit of

a reassessment about how you are going to proceed from here on
in.
This is as good a time as any to get rid of any of that excess
baggage that you may have been carrying around for years, not
really thinking about what you want to do with it, nor having the time
to make any concrete decisions about it either.
For me, that meant a number of things. I looked at the role that I
played within my accounting practice and really reflected on how
this fitted in with the big picture of what I was doing now. It is hard
to let go of things like businesses that have built from the ground up,
and in this instance, played such an integral role in my survival in
the early days, as without it I would never have got as far as I have.
The reality of it was that I no longer played an active part and that I
would be much better served through benefiting from the proceeds
of the sale of the business. So that is what I did. I sold it.
Don’t be tempted to hang on to things just for the sake of hanging
on. Sometimes this can be not only detrimental to yourself (having
those extra commitments or obligations and having a fractured
attention to everything), but it can be detrimental to the business. If
the business is self-sustaining, then holding on to it may be a viable
option, but if it is a business that needs you to keep your finger on
the pulse, then the business may serve you better if it is sold while it
is at its peak rather than allowing it to get run down and neglected
because it no longer is what you are focused on. Also, make sure
the additional businesses don’t hold any contingent liability for you,
particularly if you don’t play a role and have a degree of control over
the operations of the business. This was the mistake I made with
the waste management company. I still have a bit of cleaning out of
the closet to do with some of my business and investment interests,
however no matter how advanced you are in your investment
journey, this process is always a bit of a work in progress.

The same could be said for some real estate investments. Maybe
they no longer suit your portfolio. Maybe your focus on the type of
properties you own has changed over the years. Whilst I am not a
big advocate of selling (remember my motto “Real wealth comes
from accumulation not trading”), I am realistic enough to realise
sometimes it is the right thing to sell – even in real estate.

Continuing Education
Education is also an ongoing process: You never stop learning. With
every new seminar or every new study course or book, there is
always something you take away with you from it. Learning is a
constant journey.

It’s not something where you say, “Well I’ve

learned enough now, I can go and do it.” You’re always learning:
You are always part of that process. Continue to read about your
chosen interests and continue to attend seminars or workshops.
Even networking with likeminded people can be extremely
educational and can present opportunities for personal growth. You
are part of that journey and the journey has got to be fun. So make
sure you have fun.

No money down deals
When you are starting out, sometimes just actually taking the action
and making it happen, committing to that first deal, is going to give
you the confidence, the positivity, and the ability to be able to quell
some of that fear of moving forward. I know for a lot of people,
some of the deals are going to be too big, or there will be situations
where you are starting out with very little or nothing at all, but there
are always opportunities. Some are better than others, but they will
always be there.

In the instance of an 18 year old girl that I knew who didn’t have any
money, she looked out for an opportunity where she could use her
knowledge as her stake in a deal. At the time, she didn’t have any
money of her own. She was a student with the additional financial
burden of a student loan. Cleverly, she negotiated a deal with her
friend’s parents where she was able to get development approval on
a piece of land that they owned. Because she knew how to do it
and they didn’t (or didn’t want to), she was able to pick up a large
chunk of money - about $100,000 for herself and her friend, and
$200,000 for her friend’s parents, by getting that development
approval through.
Of course, agreements were made and structures put in place as
well as timeframes for completion of the project so that everyone
involved was assured of their commitment or outlay, as well as the
distribution of the end result. It was an opportunity that she made
pay off simply by recognising the opportunity and using her own
skills to make it happen.
There are plenty of other similar opportunities, as this allows
potential investors to enter the marketplace without having to outlay
substantial sums of their own money.

Joint venture deals with

friends or fellow investors or clever negotiation of the initial deal or
partnership set up, can allow you to build capital and/or make
profits.

In turn, this can help you to make future profits without

having to wait until you have saved enough money for that initial
outlay or purchase. You just need to think outside the square.
Don’t use the fact that you have no money or no starting capital as
an excuse for not making a start – take positive action towards
making it happen for you.

Chapter 19
Wow – how things have changed!
“Wow – how things have changed,” I was thinking to myself as I sat
on my balcony with my laptop open, overlooking my beautiful 32
acre property near Maroochydore on the Sunshine Coast. I couldn’t
help but be engulfed by an overwhelming sense of gratitude for my
life now and how far I have come since those days of sitting on that
‘not so comfy’ couch late at night all those years ago. Not only has
my life changed financially, I now have three children, a dog, chooks
and a commercial hydroponics operation. My third child, Luke, is a
very special, gentle spirit who I am convinced has been given to me
to teach me a whole other level of understanding and peace.
Some things have stayed the same, and I reflected how at every
stage of my journey so far, whether it was in the early years when
the deals were smaller in size, or now when many of the deals are
much larger, the fundamentals are what is important and are what
have remained the same.

The same logic applies to each deal

regardless of its size. It is still so important to determine why you
are purchasing a property or alternatively why you are selling a
property. Each property needs to fit in with your greater motivation do you want the property for cash flow or do you want the property
for growth?

Is it a property which is a long term property or a

property which is a means to an end for you, for now.

The

underlying economics of the area you are investing in, and the
individual property will determine the demand and supply pressure,
and ultimately the rent that is paid by your tenant, and the value of
your property. Everything is interlinked.
Property prices and interest rates have gone up. Economic
conditions have changed, but essentially the fundamentals are the
same. You still need to do your due diligence. There is still growth

and plenty of cash flow and there are dozens of opportunities to be
had every day of the week.

Times have changed and the

marketplace today is not what it was ten years ago, nor is it the
same as it will be in ten years time. Having said that, there are huge
opportunities out there right now as at any time, and the principles of
investing and goal setting remain the same regardless of the market
cycles.

What is important is being able to adapt to the current

conditions and maximise profits from within whatever cycle the
market is in.
Astute investors recognise that there is a need to keep up with
changing economic times and changing market indicators and
therefore changing their approach to the current market. Continual
education is very much a part of that process and that is why I am
so strong and so focused on continual education on a fundamental
level.
When you understand the dynamics of a market, you can relate
what’s going on and understand the indicators of a market back to
how it applies to you. Only then can you take advantage of it or
apply that information to what you should be doing next in the
investment market for your portfolio. This is when you know you
have got your future completely sorted.

That’s because it is

basically all that you have to do, regardless of whether the market is
increasing, flattening or whether the rents are going up or flattening
out.

There is always an opportunity for the astute, educated

investor to cut a deal that puts money back into their pocket.
Many of the opportunities around at the moment are in the form of
what I call ‘chunk deals’. A chunk deal is simply a nickname I have
given for the process of buying a property, doing something to it and
making it worth more. Now that can be broken down into myriad
types of deals: You might be doing speculative building and creating
something that, when it is finished, is worth more than it has actually

cost you to produce it. You might be buying property that is old and
improving it or renovating it, making it more modern and therefore
worth more than it was before, but not only worth more, also able to
be rented at a higher figure.
You may be buying a block of units just like I started out with –
buying them, yes, for cash flow and even though right now with
house prices the way they are, blocks of units may not be
completely positively cash flowed, the opportunity to go in and
renovate the block of units individually, unit by unit, can improve the
value of the property as a result. It would also improve the yield of
the property.

Strata titling that block of units would create even

more value; breaking the block down into individual titles, so instead
of having a block of four or five on one title you actually break them
down into four or five individual titles.

Those individual units on

individual titles are worth more collectively than they would be if they
were left on one title. That gives you enormous growth potential,
and the ability to use that additional equity to continue to invest
whether in cash cows or more chunk deals. This stage of investing
is usually the next the stage for most investors and is certainly a
stage I have gone through and constantly revisit.
Strata titling also gives you the opportunity to potentially sell off
some of the individual units, whether it be three or four out of five,
and keep the remaining one or two units. The profit that you make
by perhaps buying them, renovating them, strata titling and
increasing the rental yield of the property and then selling off part of
that property allows you to utilise the profit generated to pay down
the debt on what you may have remaining on the one or two units
that you have chosen to keep. You will most likely end up with a
property that is nicely positively cash flowed.
The reason that it is positively cash flowed is because that property
will have a much lower debt ratio. So now the ‘Rule of Two’ goes

out of the window because the ‘Rule of Two’ applies to a property
where you have 100% borrowing on the property, but in this
particular case, the profits from dealings are used to pay down the
debt on the remaining property, thus giving you a very nicely
positively cash flowed property because of the significantly lower
debt.
Potentially, the property may also be in an area of growth, so bingo!
You have just manufactured a cash cow in an area that can be
targeted for growth. The best of both worlds!
Now that is just one strategy. You can do exactly the same thing
with subdivisions. Buying a little old house on a big block of land,
preferably a corner block of land (I love blocks on the corner of a
street), and subdividing off the land, is the strategy. The profit from
the sale of the land can be used to pay down the debt on the
existing house and again you have created a nicely positively cash
flowed property in a potential growth area because of the level of
debt that you have been able to reduce on your remaining property.
Again, you could do the same thing with a speculative build or with a
development approval or building approval on a property, or in the
commercial field. The opportunities are endless, but the name of
the game is the same. It is being aware of the fundamentals and
aware of the economic climate that is determining the house prices,
the increasing or decreasing population that is creating the demand
or lack of demand in a particular area. Understand what it means
and capitalise on it.
There is one piece of criteria that I like to emphasise when talking
about cash cows that I encourage my students to think about if they
are deciding whether or not they should hold onto a property or on
sell it for a profit. They must ask themselves is it a property that
they would like to have when they are eighty years old?

Now, some properties are suitable for a very long term hold - they
are the kind of property you would want in your portfolio forever and
a day. They are the kind of property that has a nice strong yield, in
a growth area, or that you would like to pass down through the
generations. They are not a property that necessarily dies when
you do.
If you think about properties applying that basic criteria then you can
break down your overall portfolio into core properties that you want
to keep for a very long time where the long term objective is to own
those properties outright with no mortgages on them. This is what
gives you security.
The other properties are probably more transition properties where
you may be holding them for a period of time and you are
manufacturing growth on these properties by possibly doing
something to them to make them worth more, or have a higher
return. When you finally pass them on at a profit, if that is what you
chose to do, the profits from that transitional group of properties can
then be used to pay down the debt on the core properties that you
intend to keep for the long term.
As my head started to trail off onto market dynamics and the effects
of

population

movements,

employment

rates,

infrastructure,

government and private sector spending, and how they affect the
housing market, I was jolted back to the present by the sound of my
mobile phone ringing.
“Hi Sonja – we haven’t caught up in ages,” I said as I immediately
recognised the voice of my friend.
“Well actually that’s why I’m ringing,” she said “How about lunch, we
haven’t had a girls lunch for a while now?”

“Excellent, what time?” I replied without thinking, and then it hit me.
I would never have been able to do this a few years ago. Not in my
wildest dreams could I have had the time to have lunch with a
girlfriend just because I wanted to. All my time in the early days of
having moved to the Coast was devoted to making ends meet and
putting food on the table.

Now every decision was a ‘choice’

decision, not a ‘have to’ decision. That’s the difference.
As I sat there thinking about the turnaround in my life I realised I
have never stopped dreaming, I have never stopped setting goals
for the next thing I want to achieve or accomplish. The financial
ability to see more things, travel more, and experience more, has
simply meant my reality has grown to want more, expect more. I
guess that is what they call having a wealth attitude.

Problems

become opportunities, obstacles become challenges.

In every

situation and every meeting there is an opportunity to form
meaningful relationships and create more wealth for all.
I am a big believer in forming mutually beneficial relationships for
the long term. Even today, I look back over the friendships I made
early on in my investing life and those same people are still friends
today.

I call it having ‘mates in the market’.

It is important to

surround yourself with like-minded people that have a similar energy
to yourself. You can assist them and they can assist you, a real
win-win situation. Sometimes it’s just the ability to talk through an
idea or the complexities of a deal with someone who actually
understands where you are coming from and can, maybe, pick up
on things that you haven’t thought of.
They say ‘like attracts like’ and you will find, just like I have, your
mates either change right along with you and grow and learn and
prosper with you, or they tend to fade away and not cope very well
with your new found energy and the success that results.

Similarly with my business interests, I have found some no longer
hold the enthusiasm or excitement for me anymore that they once
did. When this happens, it is time to rationalise and move on. I
have found over the years, if you try to hold on to businesses when
you no longer have the control, or at least input into the operations
of the business, it is time to let them go, so the business doesn’t die
as your enthusiasm for it has. It is better to pass it on to someone
else who has renewed energy and spark for the business. It is for
this reason that I have recently sold my remaining share in the
original accountancy practice Active Financial Answers, that I set up
when I first moved to the Sunshine Coast and why I am looking to
sell a few more of my interests such as a Zeolite Mine I own with my
brother.
I remember a conversation I had with my ‘latte buddy’ Karen (not
that I really like lattes, I am more of a cup of tea girl). Karen asked
me “How much is enough? When do you know when you have
enough? When are you going to say ‘OK – I have now officially
stopped accumulating wealth and I’m just going to sail off into the
sunset or devote my life to charitable works or just lie on the
beaches of the world or ... whatever?’ When do you know when that
point is?”
I thought long and hard about that and realised it was a different
point for everyone. One thing I have found is worth thinking about
when deciding on what that point is for you, is to think about how
much money you actually really need or want to have, to see you
through to your retirement.
What is your game plan?
Where is your peg in the sand?
How much do you need to maintain your standard of living right
now?

How much income does that mean to you and therefore how many
properties does that relate to?
What does that mean from an investor portfolio perspective?
Do you need three properties?
Do you need four properties?
Do you need ten properties?
If your properties were sitting there all fully paid off and they were a
certain type of property, how many would you need to produce the
required level of income that would be enough to give you the
ultimate security and ultimate choices so that you can choose what
you do with your time, a choose what to do with your life?
Even if you love your job and are absolutely happy doing what you
do now to earn your income, having the security of money coming
in, regardless of whatever else it is you do, is totally satisfying. This
gives you the opportunity to do something because you want to do it
and to make those decisions because you want to make those
decisions, as opposed to because you have to do that job or have
to make those decisions just to put food on the table. I can tell you
now that decisions are much better decisions when they are want to
decisions as opposed to have to decisions.
Your whole life starts to change once you get to that point, but again
the fundamentals stay the same and that is what will help you to
continue making wise decisions in the future. What happens at a
fundamental economic level to produce certain economic factors will
continue to determine what is happening in the market, whether the
market is increasing, decreasing or going flat. There are always
opportunities to manufacture growth and develop those core
properties to a point where they cover your basic living
requirements.

One of the greatest obstacles I constantly face and I know you will
face too, is after reading this book, or going to one of my seminars
or exposing yourself to myriad other educational or inspirational
stories; the motivation, the excitement and the enthusiasm that you
may feel at that point wanes, and inevitably you find yourself back
on that ‘comfy couch’.
When you are starting out with nothing and you have nothing to lose
or you are at the bottom of the pile emotionally, it is often easier to
get ahead from that point, as opposed to when you own something
or have a little bit of equity or money behind you. At this point, you
may have responsibilities, and life is reasonably good financially and
emotionally, so there may be more to lose or at risk. This is usually
where you tend to find that comfy couch, more comfy than ever.
The reason for this is because when you are at zero, it is really easy
to think clearly. You have no attachments or fears that hold you
back, whereas when you are on the comfy couch, things start to get
a little bit cloudy. Fear starts to creep in and your decisions start to
be influenced by your responsibilities, or fear of losing what you
have already worked so hard to accumulate, and that is
understandable.
But one thing that you do have to do is recognise that you are in this
situation. If you are sitting on the comfy couch, recognise the fact
that life for you may be a little bit too comfortable and there might
not be enough pain to get you to that next level. This means that
you will have to take charge to get yourself there without the pain to
motivate you.
The comfy couch is a really cosy place to be, but when it comes to
achieving your goals, particularly if those goals will take you to
places vastly different from where you are at right now, and the
standard of living that you have right now. It is going to take effort

and motivation, continual motivation and an element of discomfort.
Recognise that this is the case, and commit to the process anyway.
Start by just doing things differently at a really small level initially.
This can often make a huge difference.

Try driving to work a

different way today or tomorrow. I bet if you have been working at
the same place for a considerable amount of time that you drive the
exact same way there and exactly the same way home every single
day. Break your routine! Get out and drive a different way home.
Have a look at the houses.

Have a look at the possible

opportunities. Have a look at what is going on around you rather
than listening mindlessly to the rubbish on the radio.
Actually put some educational or inspirational CD’s in your CD
player in the car and make your drives to and from work a mini
university lesson.

Try brushing your teeth a different way.

Try

anything that allows you to just experience life differently. The more
that you get used to that, the more you get used to the process of
living life to the fullest now, rather than getting stuck in a rut,
because that is what the comfy couch syndrome is.
The more you apply those small changes and have the courage to
take that next step, the easier it becomes. Give it a go and do
something like buy a property as a manufactured chunk deal that
you can do something to and produce a profit, because unless you
actually give it a start it is never going to happen.

Having the

knowledge on its own is never enough. It is the application of that
knowledge, and the energy that goes with it, that makes a
difference.
As I sit here on my balcony and look out over my lagoon-style dam, I
acknowledge how far I have come, and I also realise how far I still
have to go. I am constantly learning, constantly growing, constantly
having to take account of my own personal fears and demons. One

of my greatest strengths and greatest weaknesses all in one, is my
strength of will and sheer determination. But this can also be a
weakness when I allow my head, more particularly my thoughts, to
rampage and career off in directions of “What if this happens?”
“What if I can’t do this or that?” “What if?”
When this happens I find it useful to just chill, stop all the negative
banter and self-doubt, give myself a little quiet time and re-centre on
the positives. There are many self-development books and tapes
you can read and listen to that give you techniques you can use to
attract positive outcomes, and I encourage all my friends to go down
this line of self-improvement, but here is not the forum for that
journey.
It is enough to say, no matter how far you have come, how
successful you are, at some level, there is always an element of fear
that needs to be overcome. I have learnt to love that feeling to
some extent, as it is my indicator that I am expanding and not just
sitting on the comfy couch getting fat, bored and lazy.
Everything you do has a flow on effect, whether it be emotionally, or
financially. Economies ride on the back of the individuals that help
shape them. When you manufacture growth in a property, you are
not only manufacturing growth for yourself, you are manufacturing
growth for a whole series of related industries - the agent that sells
you the property, the builders that work on the property, the store
from which you buy your supplies, the salespeople in the stores
where you purchase your supplies. The salespeople have their own
little eco-system financial flow-on as do the neighbours of your
growth property. They too may recognise the growth in their area
and chose to capitalise on it as well.
If you look at the pure financial benefits, one family unit may spend
more at the baker, go out for dinner more, do things such as visiting

theme parks or go on holidays. They might do a whole realm of
things that if they didn’t have the money they wouldn’t be able to do.
In turn, that means that the baker has got more money, the person
at the convenience store has got more money - there is more money
circulating in general.

Things are happening.

People aren’t

stopping that flow; it’s going through the whole community and when
you filter that out and you look at it from a national perspective,
there’s more money in the nation, so ultimately it affects the
economy of the entire nation.
Take that further – it bubbles over into the world. I don’t have a
formula. I’ve been searching for one for quite some time that can
illustrate the difference that an extra financial wealth dollar can
make from one family to the overall effect of a country, but it will
have an astounding effect.
Even a book that I absolutely love, The Richest Man in Babylon,
talks about how the wealth of its central character affected the whole
economy of Babylon - how his wealth created more wealth for
everybody in Babylon through education and understanding and the
flow-on effect of each person prospering through this education and
understanding. So let’s say Babylon signifies a nation. It is well
documented that Babylon was one of the wealthiest nations in
Ancient History and the reason for this was because the money was
accumulating.

Then when it had accumulated, the people were

doing more things and generating more income. They were creating
more wealth. Ultimately, that filtered out through to everybody, right
down to the slaves of Babylon.
The same things happen in our society today as well, and the more
that you can create, in your own little way, the more that you can
give back, and the more things you can do on a community level, as
a philanthropist.

I’ve seen people that I’ve worked with over a number of years do
amazing things and change lives in such an incredible way. It is so
heartening for me to see that happen and I know it starts here. It
starts with the readers of this book and the people out there that
want to implement change and make better futures for themselves
and their families.
When you can take care of yourself and you get that basic
fundamental ability to be able to change your circumstances and
those of the people immediately around you, then you’ve got the
power and the knowledge to be able to change a lot of other
people’s lives too.
All I ask is that you pass it on. Pass on your knowledge. Don’t be a
stopper or a plug in the sink, let it flow. Pass it on to everybody that
you know. Pass on knowledge that you acquire through reading
and learning and of life experience and keep the knowledge flowing.
At the end of the day, you need to keep doing what it is that you love
doing. If nothing else, the trigger that began your journey down the
path of change and encouraged you to set some goals will in the
least have allowed you to determine what it is that you actually love
or want to do.

Many people go through their whole lives never

realising what it is that they would really like to do, let alone
consciously make the choice to do it. If you have got this far in your
journey, you are already way ahead and well on your way to
creating the success and lifestyle that you desire and the fulfilment
of it.
When you do what you love doing, it impacts on your whole life, not
just your financial position. It impacts on your relationships, your
health and your general well being and happiness. There is nothing
more fabulous than waking up in the morning and knowing that your
day is going to be filled with things that you want to do. Of course,

there will still be those days where the odd drama crops up or you
don’t feel the best, but overall the impact of these things won’t have
the magnitude that they once had because now you have the
capacity to see a positive outcome. I believe happiness is a choice,
similarly I also believe success is a choice.
Just remember: do what you love doing and if you have gone
through this whole process and still aren’t doing what you love
doing, well, you need to make that your next goal!
I love what I do. I love the challenges it brings, the opportunities it
brings and the satisfaction it brings. Most of all though, I love the
difference it makes, not just for me, not just for my family, but for the
unknown number of lives and hearts that are affected and
irrevocably changed.
You have that capacity.
Take on this responsibility with sincerity, with vigour and make it fun.
You only ever have the opportunity to make today amazing today.
Experience everything you want to the max. I do, or at least I try
really hard to make things that way. Everyone has their up days,
their down days and their sideways days - what makes life
successful and rewarding is your resilience and ability to get back
on that proverbial horse and make that next minute, that next hour,
that next day the most amazing it can be.

Start now!
Your own epic journey to financial freedom today...
My reasons for finally putting pen to paper and writing my story after
many requests was to help others make the kind of changes I made
in my life. I wanted to demonstrate and share the possibility of
overcoming some of the obstacles that life presents and to break
though that barrier and achieve the level of success and wealth
desired.
Success and wealth is different for everyone and everyone’s journey
is going to be different, but for everyone it is the journey that is
important, and the person that you become as a result, and the lives
that you affect along the way.
My future continues to excite me - the unknown, the uncharted and
the unfamiliar. I relish the opportunity change will bring and hope in
some way my story will encourage and inspire you to feel the same.
This time round you only get one crack at it – so get off the comfy
couch and make it happen for you!

Homework
As an exercise, write down the FIVE material things that you want
most. Be very specific.
For example, don't just write down a new car - write down the make,
the model, the colour, the interior material and colour etc. If it is a
new home – write down the suburb you would like to live in, how
many bedrooms, bathrooms, car accommodation, is it brick,
rendered or timber?
1.
2.
3.
4.
5.
Now add another FIVE:
1.
2.
3.
4.
5.
A lot of people have trouble coming up with this list spontaneously.
Once they write down a new house, maybe a couple of investments,
a boat, a particular car - that's it. They have never really thought
about exactly what they want. If you found this exercise difficult you are not alone.

The truth is, most people do have trouble

because they are not future vision thinkers.
Now let's do the same exercise as before but list TEN things that
you want to achieve during your lifetime, and the purpose of those
achievements. And Remember, Be specific!

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
Now that should have been easier, now that your focus is more on
the future instead of the present or the past.

The Goal Setting Process
Setting your goals, knowing what you want and setting out to
achieve them is an integral part of your success journey. This work
sheet will help you formalise what they are, why and when you want
them and how you are going to achieve them. It is useful to copy
this sheet out many times so you can incorporate all your goals –
not only the financial ones.
What:
When:
Who / Whom:
How:
Why:
If this schedule is a little too clinical for you, you might like to create
your own journal to record your goals and aspirations.

The following is a Goal Schedule or Goal Sheet you might like to
copy or modify and incorporate into a journal. The key of course, is
to use it on a regular basis to help you set and achieve your goals.
State Goal:
Beginning:
Completing:
Plan of Action:
Description in detail:
What does is look like?
What does is smell like?
What does is taste like?
What does is feel like to touch?
How does it feel to have achieved this goal:
Why do I want this goal? (Is it to benefit me and others? Be
specific):
The qualities of character I shall develop to achieve this goal:
Other comments you might like to add:

Some of you may still be having trouble with this process of actually
knowing what it is you want. Strange as this may seem, it is actually

a very common problem. Here is a little exercise to broaden your
perspective of what you might want and what is possible for you.
What would you do with $100? This is an easy one. It doesn’t take
much to spend $100. You may want a new dress or go out for a
nice dinner or spend it on silly little things.
What would you do with $1,000? $1,000 goes a little bit further. It
might be what you need to clear some bills or to buy a new TV or
another electronic gadget. But again, doesn’t take all that much to
spend it.
What would you do with $10,000? This sum of money is a little bit
more serious. $10,000 could be that dream holiday that you have
been wanting to go on, or the beginning of a share portfolio or
towards a deposit on a house. It will go further still but not that hard
to spend.
What would you do with $100,000? This is a nice sum of money
and will afford an investor a great beginning. Although to some this
will be A LOT of money, it is not enough to retire on nor will it go that
far if you wanted to buy something substantial. It will buy you a
beautiful luxury car or an extensive luxury holiday but it won’t buy
you much of a house, at least not in the bigger cities, though
depending on where you live or planned to buy, it could be ample. It
is a comfortable amount of money that would give anyone a great
head start and could go a very long way with a bit of lateral thinking
and savvy investing.
What would you do with $1,000,000? Now we are talking serious
money. This is the sum most people dream about. Along with those
dreams usually comes an extensive wish list that would see this
seemingly in-expendable amount of money dissipate quite quickly,

but the average person would have no trouble dreaming about this
amount of money or how to spend it, wisely or otherwise.
What would you do with $10,000,000? This is the sum most people
have a problem with - $10,000,000. For starters most people don’t
dream about this amount. They would be happy with the $10,000 to
the $1,000,000 range so they don’t usually think quite this high. To
most people it is unattainable, but then what to do with it is an even
bigger question, one that a lot of people will have trouble answering.
At $10,000,000 the wish list usually runs a bit dry; there are only so
many cars that you can have, or houses that you would wish for,
holidays to be had.

$10,000,000 also requires a degree of

maintenance. If you spend it all on houses and cars and holidays,
there will come a time when you are going to need more money to
maintain all of these things. Realistically, most people would not
know what to do with their $10,000,000 and here lies part of the
problem. You can’t aim for something if you can’t comprehend it.
Setting goals is not just about money, but money is usually an ever
present determining factor in there somewhere. We need money to
live on and afford us the lifestyles that we desire.
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