How Real Wealth is Created in Real
Estate That You Can Pass Down to
Future Generations

Creative Strategies For Accelerating Your Financial Freedom And Massively Grow Your Wealth

Growth

I want to explain growth deals and about where the
market is at right now and I want to explain how I believe you can
maximize your opportunity over the next two to three years.

Think of any wealthy person that you know or have ever
heard of and I bet you will find that they cither made their wealth
in real estate or hold their wealth in real estate or both. Think
about that. That has got to say volumes about property. It has got
to say volumes about this whole process.

If the wealthiest people that you know of or have ever
heard of either made their wealth in real estate or hold their

wealth in real estate should you not think that you should be on
the band wagon too?

I would like to explain chunk deals and how to make a Dymphn a Boh0|t
‘chunk’ of money. It is basically, the purchase price, plus an X’
factor. That *x” factor may be shuffling some paper or it might be One of Australia’s Leading Real Estate Strategists
time. It might be renovations. It might be changing the nature and Highly Successful Property Investor

(use or zoning) of something. It might be building something or
creating something. It might be changing the appearance of
something.

That x” factor means that at the end of the day, you have

carned yourself a chunk of money. That chunk of money is
important because you have got a number of opportunities which I NS d e | IS R e port .
you can do with that chunk of money.
You can sell it and get your chunk of money in your hands Growth 01
and you pay tax on it and go on an around the world trip if that is The Rule of 72 02
what )fou should choose — but I would be greatly 'dis-appointed if Transition Zones 03
you did. Or you can do all of that and put it into another . .
investment property, that might be the right strategy for you or Adverse Public Perception 05
you can do all of that and not sell it. You could revalue the Renovations 08
property, draw the equity out and go and dovanother investment Manufactured Growth 10
property or go on your merry way doing other style of
[P—— Negotiation Skills 11
Which answer is right for you will depend on where you Sharing the Knowledge 11
are at in your cycle of investing and your cycles go round and
round all the time. It will depend on whether you really need all
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of the money or if drawing the equity out is going to be sufficient.
Whether by drawing the equity out, you are actually going to still
be in a mutual position or a positive position in whether your
current serviceability can actually withstand that. But that is the
It all

comes down to your ability to be able to work out your

stuff that all comes down to a mathematical equation.

circumstances, what is right. It is not that hard.

The Rule of 72

There is a rule called the Rule of 72. It is a really handy
tool to use while out in the field. If you are looking at a property
and you have got this real estate agent jabbering in your ear,
telling you that the property is in such a good area and that it has
increased by 10% and blah, blah..., the thing you remember is
10%.

If you get a 10% growth on this property, how long is it
going to take for this property to double in value? 7.2 years.

10% O 72 = 7.2 years

What you do is you take 10 and divide it into 72 and you
get 7.2 years. So if that property increases by 10% per annum that
is what happened in the past and that is what the real estate agent
is telling you is going to happen in the future, it will take 7.2 years
for that property to double in value. It does not matter what
figure you pick, if it is going to increase by 8%, or by 14% or by
22.6789%. If you divide that number by 72 then it will give you
the number of years it will take to double in value.

This is really handy. Because if you are out in the field and
you are looking at a particular property and at the moment, it is
worth $250,000 and you know that the current rent on this
property is $300 a week, while it is not positively cash flowed
now, with those kind of ratios, you can work out if it may be in
the future. For instance, if that property doubled in value, what
do you think the rent would be on that kind of ratio? Probably
about $600 a week, so if that property doubled in value and you
were getting $600 a week and you bought it today for $250,000,
then at that ratio it will be a positive cash flow property. So all
you then need to determine is how long you need to hold that
property before that property is positively cash flowed?

To work that out you can use the Rule of 72 but first you
need to find out what the growth is in that particular area. Not
only is this really useful to work out how much your properties
are expected to grow over varying periods of time, it is really
useful to work out, if you are buying something that is not
positively cash flowed now and you are not renovating or
improving it to increase the yield on the property; you are just
going to sit on it. It gives you an indication, as to how long it is
going take before that property would start to become positively
cash flowed as well as how long it is going to take for that
property to increase in value and double in value.

Ratio between yield and growth as a factor of
how long it takes for a property to double in
value
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/ 72 \
Yield A Years
10% 7.2 yrs
$ 250,000 $ 500,000

So we have the Rule of 72, we have got years on one end
and we have got yield on the other end. Ifit is in a 10% yield area,
it will take 7.2 years for that property to double in value. So if to
start with our property is $250,000, it will take 7.2 years for that
property to be worth $500,000. That is even handier when you
start relating it back to how much rent it is getting now compared
to how much rent it could potentially get then.

All of this is giving you the tools to help you make better
and quicker decisions. The Rule of 72, the Percentage Point Split,
the Rule of Two, are all useful tools. They are really quick rules of
thumb that when you are out in the field or you are talking to
somebody on the phone or you have got a deal on the table, that
you can really quickly make an assessment as to what the
parameters are going to be.

Analysis paralysis

How do you stop yourself from not making a decision?
Many people procrastinate, avoid making calls when they find a
good deal or simply can’t decided whether or not they want to
buy the property because they have got to analyze everything first.
You can get an analysis paralysis.

At some point, you have got to give it a go. Just like this,
but if you are using these tools, you are able to really quickly see if
it has positive cash flow by the Rule of Two or if it is a commercial
property, that through the percentage point split that it is going
to be X’ dollars positive or negative. You are very quickly able to
get a rough figure in your head.

It doesn’t matter if that rough figure in your head is $100
but if you are painstakingly going through and looking at every
last cent, in the time that it takes, the deal may be gone - forget it,
you are wasting your time.

There are a lot of parameters that can help you to find out
what an area’s growth is. One of them is historical performance;
you look at what it has been in the past. The other is the factor of
what is actually going on in an area as in trends and that will give
you an indication to what might happen. You will also get an
indication from your professionals in the area of what their
expectations are. Real estate agents have an idea of what things
have been growing at and what is expected as well, but take it
with a grain of salt because you are still going to have to do your
own due diligence and make up your own mind.

One thing that you do need to remember is that there are
two types of growth properties, ‘direct’ and ‘indirect’ You need to
have both. You need cash cows and chunk/growth deals in order
to create wealth. But with growth properties, from the day you
buy them, they are cither going to be a direct growth property or
indirect growth property.
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How could you get a direct growth property? By buying
below market value. From the day you buy it, you have got
immediate equity. From the day you buy it, you have already
created growth because you bought well under market value.
Cashflow is not an issue when you are talking about growth.

The school of thought that says market value is what
somebody in a willing market is prepared to pay for a property
therefore whatever you paid for it, is the market value. But the
fact is if you could sell it tomorrow for a higher price, the market
value is really what the going price is at that point in time. If you
buy well and you are coming under that banner and you are
buying something under market value, you have already made
your growth. That is a direct growth property.

An indirect growth property is when you buy something
and at the very end of the scale, you do nothing. You are
absolutely totally bone lazy. But what you are doing is you are
selecting properties that are in a transition zone that will
automatically, through the market, increase in value. You are
increasing your odds of growth by selecting target areas. You do
nothing to it but it is still has an indirect growth. What you are
doing is you are targeting the growth that is naturally in existence
in that area. If you wanted an accelerated growth cycle, you create
your own. If you want a property boom, create your own and the
way to do that is to do something to the property to manufacture
growth, force the value of your property and that could be done
in a myriad of ways.

Where to look for growth

e Transition zones
o Look for properties in areas of growth lag
¢ Jump on top of the Pebble in the Pond Effect

e Fundamental Analysis — Industry, Population,
Infrastructure, Employment, Transport, Building Trends

e Adverse public perception
e Media attention
e Do Your Due Diligence

e Look for Emerging Economies — Do your own Micro
Economic Analysis

e Prime Location — water, views, proximity to
amenities

e Rise in renovations and new constructions in an area

e Stage one of new developments with big
marketing budgets

Transition zones

First of all, let us look at transition zones. Let us have a
look at areas that are going to give you potentially a better than
the average return on your investment. Let us look at properties
in lag growth areas; this is really apparent when you look at one
suburb, next to another.

For some reason, sometimes, a suburb starts to go up in

value. But for whatever reason, the suburb beside it does not.

www.MyRealEstateSystem.com

You have got a lag effect; it is for no apparent reason that this
suburb is lower than that suburb in median prices. What do you
think is going to happen over time? Possibly, one could come
down slightly and generally what happens is the other comes up
to meet it or at least get a lot closer. Have a look for that strategy.
Have a look for that when that happens and look for areas where
that is in existence. This is not hard to do.

It happens in Sydney and it happens in Melbourne, in
Perth and Brisbane, it happens everywhere. Have a look at the
dynamics of what is going on side by side.

I was watching a particular suburb in Melbourne late last
year. There were these two suburbs what were going berserk,
rapidly increasing in value. But the one in the middle did not.

It had a

window of opportunity for about three to six months to

There was a lag there of about three to six months.

capitalize on what turned out to be about a 30% return in that
period of time. The fact is when you look at the broader picture
you will see that is not happening everywhere, the whole of
Melbourne did not go up by 30 or 40%. But this target little area
did because of what had happened, this little micro economy.

When you look at growth, micro economics start to
become very important. When you are looking at property, you
have got to look at the fundamentals of the economy around it to
give you an accurate picture of what could potentially happen and
to enable you to best predict what is going to happen because you
can capitalize on that. The great thing about property is that it
actually reacts slowly. It is not an immediate thing where the
stock market opens here and it finishes here and that is it and
within a split second and you had an opportunity or not in some
instances. Property works slowly and you can be a really slow
thinker and still make a lot of money in the property market.

With what happened in Melbourne with the property
market you would have had a window of about three to six
months to capitalize on what was as clear as the day as to what
was going to happen. But if you did not look, if you did not
know that this was something you should be looking for, if you
did not know that was in existence then of course you won’t be
able to take advantage of these opportunities. When you think
about it, it makes sense, it is not rocket science but if you are not
alert to it, if you have your blinkers on and all you do is get up and
listen to the crap on the radio, or television, you go to work do
your things and you come home still listening to the crap on the
radio - what is your life going to be like? It can only be as good as
you allow it to be.

Think about what you are you exposing yourself to? Feed
your brain, open your eyes, get those blinkers off and start to have
alook around. I am never more energized than when I am talking
about real estate and making real estate deals or doing stuff. I love
getting out there and looking at property and doing a subdivision
or building that commercial property on the river that has got a
restaurant above it. For me that is so much fun.

Do a home study course, just try putting the CDs on in
your car and listening to them instead of the crap on the radio.
Just watch the change in your attitude and your performance even
in your daily work. It may have nothing to do with real estate, but
watch how you start react to people, look at your motivations and
listen to what you are thinking. It changes; you change. You
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become more of a receptor, more of a beacon to what is going on
around you and suddenly you start attracting the kind of stuff
that you want in your life as opposed to tunnel vision you had
previously.  Ask yourself how much television you watch.
Desperate Housewives is not going to further your financial

stability.

Lag effects

Lag effects can happen in a street, it does not even have to
be a suburb.

admittedly, normally prime kind of properties vary dramatically

I have scen properties, one side of the street,

to what is on the other side of the street. If there is a golf course, a
canal, a view it may be a million dollar property, while directly
opposite, without these features you have only a $300,000
property. It does not have a view, it is not on a golf course, but
the $300,000 property is in a very good area.

What do you think is going to happen with that kind of
differential? Do you think one will come down or the other one
is going to go up? You see these sort of things all the time and it
is the exact situation that happened on the Sunshine Coast where
I live with the canal front properties. When they first started to
move, you could buy a canal front property for $650,000. The
house across the road started to move as well but you could still
buy one for $350,000. The canal front property moved to
$800,000 - $900,000 but the house across the road was still
$350,000. Eventually, the house across the road moved up and
came up to $500,000 and the canal front property went up to
$1.5 million, still too much of a lag. The house across the road
then moves up to about $650/ $850/ $950,000 and across the
road, you have got the $1.5 million property. There is money to
be made in that. You have got to recognize that opportunity as a
lag.

Jump on top of the pebble in the pond effect, downtown
Sydney, Melbourne, Brisbane, it does not matter where it is.
What happens is you get a ripple effect. Prices start to increase
and start to go out from the center. Prices then start to increase
around the surrounding CBD and ripples out to the other
suburbs spreading even further out to the regional areas and their
towns. Eventually it gets there.

If you live in Coffs Harbor or Port Macquarie and you see
Sydney going berserk it is only a matter of time until Gosford,
Newcastle and Coffs Harbor follow suit. There will be a lag. But
that is okay, that just allows you to be a slow thinker and get in on
it.

The pebble in the pond effect - that is how it works. It
ripples out from a lot of different areas. Sometimes it goes up and
down the coast where you look at it from the CBD area and you
will see it happening. If you open your eyes to that effect, you will
see it happening all around you and you can take advantage of it.

Fundamental analysis

This is my favorite topic. What you look at here is the
core economic factors that have an impact. They have an impact
in a lot of things but the things that affect me and the things that
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I am most concerned about and excited about is how it affects the
property market.

When you have an economic event, what you should be
thinking as astute property investors is how that is going to
impact on the property market and how you can take advantage
of that situation, how you can make money out of that situation.

For example, population. If you have a population
increase as in the population in a suburb is increasing or the
population in a state is increasing or the population in an area is
increasing. What is actually happening? People are moving into
that area. They are creating more demand for houses to rent, to
buy, for infrastructure, for places to spend their money at shops,
where they can send their kids to school, where they can go to
hospital when they get sick, where they can continue their
learning through higher learning education places. It creates a
little epicenter all on its own.

The Richest Man in Babylon, one of my favourite books,
talks about the ancient Babylonians and its camel traders and
merchants, but the core fundamental issues behind it are just
amazing. George S. Clason who wrote the book was actually a
guy who mapped the original map of North America. That is
what he did for a living but his passion was writing about
fundamental economic issues. He wrote about them in a biblical
kind of way so people would read them and he published them
paying for them himself. He would stand on street corners and
hand these papers out to everybody in the hope that he could
start changing the economic conditions of the everyday people in
his time. He lived in the early 1900’5, when he was doing this. 1
think he died about 1958. Somebody eventually collected all of
these papers together and compiled them into a book called the
Richest Man of Babylon and printed it.

That book, when you look at the lessons behind it, is
amazing. One of the lessons talks about the effect of a dollar and
the circulation of a dollar. How when you can make one person
richer by a dollar, they spend more and the people they spend
more with are richer accordingly. They have more to do and they
can put it back into their business with which to create more
camels and silks and other things to trade. They can trade with
other economies and that brings an influx of funds back into that
community and more money starts circulating, that one dollar
building an incredible amount of wealth.

That is the core of economics. When you have something
like that, having money come in, people coming in with demand
for infrastructure and demand for property, housing, rental,
schools and hospitals, you have an activity; you have an event that
is an explosion.

You need to be taking part of that. You need to be
recognizing in the early stages that this is taking place and jump
on the bandwagon. Start to recognize that something similar
happened last year in such and such place and when that
happened, these were the conditions and these were the types of
businesses that went in, the types of houses that went in, the types
of properties that went up by more in value than others and then
you sce a similar kind of circumstance somewhere else and

recognize the similarity.

By recognizing the similarity it allows you to potentially
duplicate what happened somewhere else. You have got a model
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to create money because it is quite likely that what happened in
the other instance may happen again. When you start opening
your eyes and actually watching it and seeing it happen around
you, you cannot be anything but excited about it because there is
a huge opportunity there.

Money follows money. So you should follow the money.
Where is the money going? =~ Where is it being spent?
Governments, where are they spending money and what impact is
that going to have? What social infrastructures are they putting
into place and what impact does that have on the property
market? Where are they setting up new call centers, welfare
centers or other kind of centers, tax collection centers? Where
are they spending money on bridges and roads? Where is the
money going and what does that mean for those surrounding
areas? Is it a short term impact on the property market because of
a demand for the building and construction that is going to
happen around that or does it have longevity?

Is it creating long term employment? All these things are
going to force a market and you are going to be part of that.
Where is private industry going, what are they doing, where are
they spending money? I buy property in the US. Ibuy property
all over the place. A number of years ago when I was in the US, I
remember sitting in a hotel room on a Sunday morning clicking
through my televisions, 800 channels; I was not looking for
I found this little local channel
that was talking about what was happening in the local area and I

thought this might be handy.

Desperate Housewives either.

This first program that came on was amazing, like a lump
of gold just got dropped into my lap. The program talked about
this multinational company coming to a particular suburb in
Phoenix. They were going to spend $8 billion on a factory and
plant and infrastructure and would be providing jobs and
employment for a lot of people. The flow on effect was that it was
going to effect people’s wages, roads and transport and the hub as
well as a lot of other things had to be changed to accommodate
this. Money was going to be spent by the governments, rebates
would be given to encourage more housing in this area and this
was all on television.

This also meant single housing would be encouraged to be
changed into multiple dwellings. What do you think that meant
for me? It was like gold, being able to take
advantage of what was happening in this town, but if I had not
been tuned to the fact that I wanted to watch this program, do
you think I would have ever made any money on that? No.

Excitement!

Open yourself up to those kinds of premises of what is
happening. Follow the money. Private industry, where are they
spending money? Governments, where are they spending their
money? What infrastructure projects are going on in your area or
your state or anywhere? What does that mean? What rail links
are going in and where are they going to stop and what does that
mean? What ports are going in? What industries are suffering at
the moment because we cannot get enough product out of this
What

country because we do not have enough port space?
happens when that changes?

What towns are going to be affected and what is the house
price going to do in that area? This is the stuff you need to be
filling your heads with.
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Employment, building trends, look at the movement
across the country. When people are moving into a particular
state or area, where are they coming from and what kind of
housing needs are they going to need or want. People moving
into Victoria or maybe moving from overseas, they are mainly a
migrant population who want a certain style of property. They
tend to live in certain areas. Take advantage of that, give it to
them. Charge them a market rental for providing them for the
service. People are moving into southeast Queensland but they
They have a

different set of attitudes and they have a different set of

tend to be coming from the rest of Australia.

requirements. Provide it. When you start opening your eyes to
this, the amount of money that can be made is phenomenal.

Adverse public perception

This is where you look at what is happening in the short
term. For example, on the Sunshine Coast there is a particular
place that about 15 years ago used to have a big problem with
sand flies. About that time, the local council took some action
and got rid of that problem. They did a big spraying exercise and
whatever else and there really has never been a problem since.
But all the locals started saying, you do not want to buy there, you
get eaten by sand flies that carry you alive. Consequently, the
house prices in that area remained low for a very long time. The
boom came, all the areas around it were going up in value and this
place is still at least $100,000 below market value. But what
happened, people from Sydney came up and said this is pretty
good; we will have some of this.

People from Victoria came up as well. They did not know
about the sand fly problem that used to be there. The prices went
up. Public perception is something that never lasts. There is
always a window of opportunity but you will always have an
evening out of the market. Exactly the same thing happened in
Auckland where there used to be sewage plant. It happened to be
closed down 10 years ago. Same thing, public perception and an
influx of outside funds. They do not know the public perception,
the prices eventually go up.

Media attention could be good or bad depending on what
is happening. Watch the media attention and watch the markets
and how they react.
always do your own due diligence. Do not believe what you are

Take advantage of them if you can. But

told just because she was a nice looking girl that told you at that
time. Always back up what you are being told. Ask everybody.
Get information from everybody. Filter through what you are
being told and form your own opinions and be responsible for
your own opinions. The worst thing you can do is not have an
opinion. Look for emerging economies, do your own
microanalysis. Have a look at the fundamentals. Talk to people.

I was in a small town in Kentucky in America. As a
foreigner I do not have any preconceived ideas about any
particular town over there and neither do you. So when I am in
an environment like that, I am like this big sponge. I want to
know everything about everything from everybody. I talk to
everybody. I talk to the waitress. I talk to the real estate agents; I
talk to the lady behind me at the K-Mart line; the lady behind me
in the queue was talking about how her sister-in-law sold their
property to this big time person who came into town who was
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buying up all of this land. They were not paying fair price but
everybody seemed to be selling to them so her sister-in-law did
too and where is this place that you are talking about? What is
going on? It is near the airport. I do not know what they are
going to do with it. They will probably ruin it like they always do.
I asked a few more questions. Yes, there is a conglomerate buying
up a lot of land at the end of the runway. They need to extend the
runway so it was the airport authority that was doing it. They
have been given major grants to have one of the big major
government departments moving into town meaning that an
essential hub was going to be in this town. So they needed to have
larger planes be able to fly into this town which was why the
airport needed to be extended.

What do you think that is going to do to this town?
Prices will increase, more people will come in and the general
socioeconomics of this town was going to go up. Things were
starting to happen.  You started to see buildings being
transformed, built, or renovated. You start to see movement in
the market and that gives you an opportunity to take advantage of
that. I thought if I could buy property in the market today
understanding that there is going to be a growth some time in the
next two years, and it did not cost me much to get or to hold on
to it, so it was mutually or positively geared, it would probably be
worthwhile.

That is what I did. I bought a block of four, neutrally
geared with the seller financing. That means no money down. I
got into the deal without any money down. It was a little bit
positive, but not a huge amount, but what do you think happened
over the ensuing two years? I rode the wave - this is the stuff that
you should be looking for. When you are looking at prime
locations like water, views, proximity to amenities, those kinds of
things, these are properties that will always sell first. They will
always be in higher demand. So depending on how liquid you
want your assets, they could be better areas to focus on.

If you are getting a 15% return on a million dollar
property, how much are you getting as an increase? $150,000.
But if you bought another place that only cost you $100,000, you
have still got a 15% return on your money - $15,000. It is
proportionate to the dollar that you have got to put in to actually
make it happen as well. When you see rising renovations and
constructions in an area, what you are normally finding is an area
that is in transition. This is an area that is improving. You have
got people that are starting to take pride in their property, they
are improving their property. They are not run down. They are
fixing their gutters, they have landscaping, they are rebuilding.
All of that indicates an area in transition so in that area, what is
the ideal property that you should look for? The oldest dog box
you could possibly find because it will have a natural increase
from everybody else’s effort plus you have got the opportunity to
get in there and do some work and exponentially increase its
value yourself.

Never, ever buy in a stage eight of an eight stage
development. They have already made their money and you are
the piggy in the middle who has paid it. What you want to be
doing is get in stage one or stage two or possibly stage three of an
eight stage development with a developer that has got big pockets
with big bucks to spend on advertising and marketing. When you
are in that situation, what you are doing is riding on the back of
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their bucks or their dollar because they will force the market.
They will make that market increase because of their advertising
and effort in the marketing of the whole process. You are just
riding the wave with them. Such areas, you start to have a look at.
If you look for areas that have got a 10% growth strategy, 10% is
what you predict a particular area to do and you are putting in
your 20% or your 10%. You cannot go wrong.

If you are putting in 20% deposit into something which is
coming out of savings and other bits and pieces to be able to
accumulate and you are buying in an area that has a 10% growth
or better, your fortunes are guaranteed so all you have got to do is
be able to keep your eyes open and identify areas that are going to
achieve at least a 10% or better return on your money. If you
bought something at $250,000 and after seven years it goes to
$500,000, you would have made $250,000 and would you be
pretty happy with yourself. If you are putting in a 20% deposit
and claiming depreciation along the way, it is going to be at least
neutrally geared if not positively geared by the end of that five
year period. But it has not cost you a lot to do that. These are the
kind of circumstances where sometimes negative gearing is the
right thing to do. However, you have got to work it into your
overall strategy.

Case Study:
Suzanne

Position pre Dymphna two day conference June 2004

PPR value $320,000

Mortgage $256,000

Married, 2 children aged 3 & 6 yrs

Employed as a disabilities carer
Husband employed as a postman.

Suzanne is someone who came to a two day event of mine
in June of 2004 and decided that this was what she wanted to do
and then became part of one of my coaching programs.

Suzanne is from Melbourne. She started with her
principal place of residence of $320,000 and it had a mortgage of
$256,000. She was married with two children, three and six. She
worked as a disabled carer and her husband was a postman. That
is a pretty modest start. This is what Suzanne did in 18 months.

Deal 1:
Price $270,000
Cost of project $185,000
End value $645,000
Profit $190,000
Time 8 months

Chunk deal process:
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Block of 3 units in Ballarat, Victoria. Came with plans
and permits to build 2 more units on the block.

Plan:
Stata title units and build 2 new units (put these on
separate titles)

She had a few joint venture partners along the way but
one of her properties, she bought for $270,000. The cost of the
project was $185,000 and the end value when she finished doing
things to it was $645,000, which gave her a profit of $190,000 in
eight months which was how long it took her to do that. It was
three units in Ballarat and she basically renovated and strata titled
them.

Deal 2:

Laverton
Joint venture deal
Two house - 4 bed, 2 bathroom per house

Purchase $170,000 for both
Rental income $400 per week total
Positive Cash flow $140 per week

This property in Laverton was a joint venture deal. It was
two houses, both with four bedrooms, two bathrooms per house,
the purchase price of $170,000. The rental was $400 a week and
the positive cash flow in this one just as it sat, just for buying it,
was $140 a week because of the way she structured the loan.

Deal 3:

Four dwellings on % an acre in Newborough, Victoria.

Plan:
Renovate each house and subdivide so that each house is
on a separate title.

Price $245,000
Cost of project $ 70,000
End Value $435,000
Time 6 months
Pro"t $120,000

The next deal cost $245,000. It was four dwellings on half
an acre in Victoria. She renovated each house, subdivided them
and then put them under separate titles. The cost of the project
was $70,000. The end value was $435,000 after just six months
time which resulted in a $120,000.00 profi.

Deal 4.
Kalgoorlie
23 units complex
Purchase price $295,000
Current value $335,000

$ 1,625 p/week
$ 1,149 p/week +

Rental per week

Positive cash flow
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Est. washing machine income $

50 p/week

This deal was in Kalgoorlie, it was a 23 unit complex
purchased for $295,000. The current value, at the end of the 18
months was $335,000. This property is now worth over $1
million. Rental on the property was $1,625 per week. I spoke to
recently and she said the rental on that now is $2,100 per week.
Additionally she had passive income at the end of the 18 months
that was $1,150 a week plus she had a little extra income through
installing coin operated washing machines from which she gets an
extra $50 a week.

Deal 5:

Blackwater, Qld
Residential block of land

Purchase price $42,000
Sold $70,000
Time 5 months
Pro"t $28,000

The Suzanne did a little land deal out in Blackwater,
Queensland. Purchased for $42,000 it was sold for $70,000 in
five months resulting in a $28,000 profit.

Deal 6:
Purchase price $27,000
Current Value $55,000
Rental $ 90 p/week
Positive Cash Flow $ 23 plweek

This next deal was in Western Australia. It was purchased
for $27,000, in a very small town in Western Australia but in a
town that had good strong rental. The current value at the end of
the 18 months was $55,000. Rental was $90 per week and
probably is still at $90 per week which meant that it had a
positive cash flow $23 a week.

Deal 7:
Purchase price $210,000
Current Value $310,000
Rental $ 510 p/week
Positive cash #ow $ 210 p/week

The next deal was also in WA, remembering that Suzanne
lives in Victoria, she is investing all over Australia. The purchase
price of this property was $210,000 with the market value at the
end of the 18 months at $310,000. The rental was $510 a week
which resulted in a positive cash flow $210 per week which is
$10,000 a year! Will that make a difference in your life?
Particularly, when you add up the income on these this deals,
collectively including growth Suzanne has created a net income of
$150,000+ a year!
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This amounts to such an enormous difference to your
lifestyle, your paradigm, your everything.

SuzanneOs portfolio so far:

Total income

$ 2,885+ p/week
$180,000+ p/year

Total gross income
Total net income

Now this was the tally. She was earning a total passive
income of $2885 a week which had a growth income of about
$190,000. Because she paid a PA to look manage things and
everything else it amounts to a net figure of about $150,000 a
year

Now, do you think her journey was hard? Probably, she
has got two small kids. She is working part time as disabled carer
and she is trying to fit this in around everything else that she does.
Her husband is doing his bit as well, working as a postman. How
much Desperate Housewives do you think she watches? None -
and that is what it takes. Yes, it can be done and look, now that
she is in that position, do you think she will ever have to do that
again, no. This is the life. This is what you can do in such a short
period of time. It will be hard and yes do have to make it work
and yes you do have to be focused and yes you kind to have to
miss Desperate Housewives sometimes or all of the time, but it
can be done.

This is the difference that you can make and you only have
to do it once. Because, every time you do it, every deal that you
put together that puts that extra $100 a week in your pocket
means that you never have to work for that $100 again. It gets
easier and easier and easier.

Renovations and rehabilitations

The renovation industry is $3.6 billion a year industry. In
fact, if you just focus on income, you will eventually run out of
equity.
manufacture some growth to create additional equity so I could

I ran out of equity quite early in the piece so had to

move forward.

Renovation 1

Purchased $135,000
Renovations $ 45,000
Sold $280,000

To create equity I bought a property for $135,000. It was
totally dilapidated so I spent $45,000 renovating it and sold it a
year later for $290,000 for nearly $100,000 profit.

That was pretty good I thought at the time... No! I sold
it!' Why would I be so stupid to sell the property that is now
worth over $450,000 had I kept it? I was too shy, I got misled.
My darling real estate agent, who is still one of my good friends,
talked me into it. If I needed the money, it would have been the
right decision, but that time, I actually did not need the money, I
needed the equity. I can borrow equity and use it, I did not need
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$150,000+ plyear

to sell it and pay tax on it to get it. It was looking after itself so I
did not really need to do that.

Renovation 2

Purchase price $ 30,000
Purchase Costs $ 1,500
Renovation $ 6,000
Renovation time 13 days
Sold $82,500
Pro“t $51,000
Time frame 3 months

I bought another property. It was totally run down, but I
bought it for $30,000. Now, I didn’t have the money so I had to
put the deposit on my credit card so I could go and get 90%
borrowing on this. So believe it or not I put $3,000, on my credit
card and that was my deposit to buy this property. The renovation
costs $6,000 and that also went on my credit card.

The renovation time took 13 days. Now, understandably,
the average person could not have done that in 13 days and it was
not me either; my darling husband and my brother went off and
did this. We didn’t have a lot of time but we had this window of
opportunity in which to get it done and so we did. I would buy
materials at the auctions and send it to the property and my
husband and my brother would be up there doing the work and
the managed to do the renovation in 13 days. After three months
it was sold for $51,000 profit at $82,500. Again, I made the
mistake of selling!

Renovation 3

Purchase price $ 59,000

(after $4,000 rebate for repairs)

Renovation Costs $ 10,000
Rented $ 145 p/week
Revalued $105,000

Cash back in pocket for next deal $ 34,000

The next renovation was a property purchased for
$59,000. The renovation cost $10,000 renovation and I rented it
out for $445 per week, learning this time and not selling it but
through revaluation allowing access $34,000 in equity — tax free
because it wasn’t sold.

OOpportunities just usually disguised hard )
work so most people do not recognize them.O

- Roger Staubauch

Characteristics of a chunk deal

. Renovations

o Off the plan purchasing
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o Prime locations

. Emerging economies
. Subdivisions

o Distressed sales

o Strata titling

. Public perception

o Under market value
o Mortgagee sales

. Deceased estate

o Speculation

. Development

. Re-zoning

o Gaining Approvals
o Building on land

Chunk deals are something that can potentially, give you
accelerated growth. I go into a lot of detail in all of these and a
whole lot more as part my courses but it is too much to cover
here.

Case Study: Wanda

Wanda has been part of a number of my courses. She was
53 when she started with me and she had a very distinct plan. She
wanted to pay down as much debt as she could on co-properties
before she was 55 which is when she wanted to retire. Risk was
very important to her. She did not want a lot of debts. She was
prepared to go into debt to make money to reduce debt and that
was her philosophy that we have worked together on that that
might happen.

Now, we stuck to that philosophy. After two years she has
$5 million worth of property with $3 million worth of pure
equity. Since then she has put a new peg in the sand, it was a bit
bigger so now she given up work because she absolutely love the
game and the third game was doing chunk deals, manufacturing
growth and making a chunk of money like the one I am about to
explain.

She wanted to pay down the debt on a number of
properties that she wanted to own long term; for the rest of her
life and with no debt. This was her safety net, her superannuation
that she planned live on when she retired and she was paying
down the debt on these properties very quickly.

She worked full time over two years where she did most of
this at night. She recognized where the area was that she liked to
invest in and would not go outside of this area. She was not
prepared to look at anything else. She found that in this area an
office that had a car park with it was worth more than an office
that did not have car park. A car park came available on its own
for $20,000. You cannot normally borrow on a car park so she
bought it and paid cash. Then she went shopping to try and find
an office that she could marry up with it. She found a medical
suite not far away from the car park and she bought for $150,000.
Within three months, she sold the medical suite and the car park
together as a unit for $300,000, giving her $130,000 that she now
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had in her hand to pay down debt on one of her co-properties.
That is the strategy that she did creating a chunk of money, paying
it down on debt on the co-properties, the properties that she
wanted to keep in the long term. This is just one of the
possibilities.

This next deal that was sent to me by one of my buyer’s
agents in New Zealand. This particular buyer focused on a certain
type of property which I like. I was too slow of getting back to
him, so I was not the one saying, yes put a contract on it, because
I was not available. So guess what? He picked up the phone to
ring somebody else. But this was the deal:

Deal:

Waikato University’s doorstep!

$1.62 million
Strata titled the block of 10x3 bedroom units
Rents increased from $250 p/week to $300 p/week

Purchase price

On selling now at $205,000 each
Pro"t $430,000
Time Span 3 months

$1.62 million was the purchase price of 10 units, but that
were already Strata titled so they were already broken down onto
individual titles. They were all three bedroom units but they were
at random market rental. They should have been rented the $300
aweek, were currently rented at $250 a week.

What the buyer did was negotiate a long contract. 'The
builder who owned these units was building another property in
the area and he needed an unconditional contract to enable the
bank to give him bridging finance to be able to continue his
project. 'The buyer that bought this negotiated a three month
contract on it and then went about selling off those properties, no
renovation nor anything individually for $205,000 each. He sold
all of them on simultaneous settlements within the three months
and put into his pocket $430,000 without taking any money out
of his own pocket. That is not bad work for three months and he
did it part time on the side while doing whatever else he did.

You can apply the same to a business. One of my students
is actually a butcher and he took the philosophy that I use in real
estate and applied it to his business. He is a butcher but what he
does can be applied to a whole realm of businesses.

As a butcher he would go in and buy a butcher business
that was losing money. He had a particular philosophy as to how
a butchery business should run. Number one, he would normally
get rid of all the old stuff. Then he cleaned it up. He had a
particular way of presenting his meats, nice bright colors, big
signs, all that kind of stuff and he hired young butchers that were
very good at cutting meat and were good at selling. His business
boomed. He would buy a business for like $20,000 for the stock
and typically would then sell it in three to six months, sometimes
12 months for anywhere from $150,000 to $300,000. That is
good money.

Buying growth
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While in the US, Karen had a particular interest in
Florida and these are some of the properties that she had picked.

Growth Pick:
Price $265,000
Rental $ 14,400 / year
ROI 5.4%

The purchase price on this one was $265,000. The rental
on the property was $14,400 a year which has a return investment
of 54%. Why do you think she would be interested in this
property? Because across the road was a beautiful house that was
worth $950,000 and her calculated estimated growth was 20-30%
based on the fact that this property was across the road.

Case study: Kemorine

Kemorine is a model.
break her fingernail. So when she entered the property market,
we had to define some deals so that she did not have to actually
do anything or break one single nail with.

She would do anything not to

Deal 1:
Purchase price $275,000
Strata titling costs $ 10,000

Current rental

$ 600 p/week
Current value of 2 bedroom units in this condition
Strata Titling Pro"t $ 95,000

Kemorine bought a property which was $275,000. She
paid a consultant to strata title the units so she did not have to do
anything herself. She paid the consultant $10,000 to do the strata
title. The block of units was already renovated beautifully and
they were rented out for $600 a week. Each property went up. So
just by shuffling paper and signing of few documents she made a
profit of $95,000.

Deal 2:
5x2 bedroom units
Purchase price $340,000
Rental Income $ 750 p/week
Strata cost $ 10,000
Value post strata titling $460,000
Profit $110,000

She bought another one very similar which was a block of
five units at same deal and $110,000 profit. The two deals took a
total of three months and she had a positive cash flow on the
property at the end, she made over $200,000 by merely only
signing her name, without too much challenges.

A couple of years ago I led a few groups in Victoria. One
lady present said that there were no deals to be had in Victoria
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and that you would not be able to find anything in Victoria. So I
started to have a look and found a house in Myrtleford.

Advertisement:
Myrtleford

House $10,000
FOR SALE AND REMOVAL

Easily transported, this weatherboard dwelling
with tin and aluminum cladding consists of
kitchen / lounge / dining in an open plan living
area, floor boards throughout, 1 large and 2 small
bedrooms, 1 bathroom and a laundry.

GREAT BARGAIN.

There was no land attachment but I wanted to see if we
could move that house somewhere and make some money but
manufacturing some growth.

First of all T have to find out how to go about it, because I
did not know. At $10,000 it was aluminum clad with two
bedrooms, it was not really flash but wasn’t too bad cither. Land
in Myrtleford sold at the time for about $40,000 so with land and
removal costs which would be about $10,000 it would cost up to
about $65,000 to move it onto the block. It would be another
$10,000 making it $75,000 to connect it to all of the facilities etc.
and then maybe another $10,000 for landscaping. So I am now
up to $85,000. Okay, that sounds fair.

Now I needed to find out what houses in Myrtleford were
selling for. One I found that would have been similar at the time
was $140,000.00 reduced from $150,000. It was a two bedroom
house that was quite pretty with timber floors, heating and I
could make mine fairly similar.

There was another one for $138,000, a low maintenance,
aluminum clad, two bedroom house, nothing very much different
from the other property. Now, even if I could only get $120,000
for mine, I could still make $45,000. Look for these deals. Look
for the opportunity all the time.

Case study: Julie, 39 divorced
with 1 child

Before starting with me Julie had no savings, no
settlement, no property, no debts, but a good job.

Deal 1:
Port Hedland $230,000
Rented for $ 300 p/week

Renovation costs $ 1,200 + hard work

Across the road from the beach and Spoilt Bank Yacht Club
Current estimated value $350,000
Intention to subdivide and build a duplex on site.

Julie bought a property in the town where she lived which
was in Western Australia in Port Hedland. It was pretty ugly and
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run down, but was $230,000 and it rent for $300 a week. She
renovated it doing most of the work herself so it only cost her
$1200 so it looks good now. But the thing is, when I visited her
and I walked around the property, she had only painted the front
of the house. Upon questioning her about this, she said nobody
ever paints the back of the house in Port Hedland but, she
managed to increase the value of the property by $50,000 and she
did make some money on it. She also has some room at the back
of the property to put a duplex and to subdivide it.

Manufactured Growth example:

Purchase price $340,000
Partly finished renovations — curvently unlivable

Paid $320,000
Renovation $100,000
End value $950,000

Financing Option — conventional and hard money
90% hard money until completion and refinance

Another property that Karen picked in the US was one
that she bought again because it had a huge and beautiful house
across the road. It required major renovation. It needed
$100,000 spent on it to make really nice but it would then be
valued at $950,000 and on a deal like that you will end up being
able to finance that through a thing called ‘Hide money” which
we really do not have here in Australia but it is a private money
fund that lends on this kind of stuff all the time.

Case study: Rob & Kylie

Purchase Price $295,000
Renovation costs $ 20,000
Revaluation $390,000
Pro"t $ 75,000
Time 6 weeks

Kylie is in my Platinum Program and her and Rob did a
renovation on a $295,000 house which cost $20,000. It put
$75,000 back in their pocket in the way of equity after it was
revalued at $390,000.

Case Study: John

Ballina Development $367,000

$ 220 p/week

Current rental on existing house
Medium density development block on Ballina Island.

Tenant wants to stay.

John bought a development block that had on it a little
old house that needed renovating for $367,000. He also built a
duplex out the back that cost $190,000 to build. On completion
the duplex and the house was rented and the whole block was
revalued in excess of $750,000.

Example:
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Old Pizza Hut Building

Sold $ 680,000
New fagade, renovation and new tenant

Valuation $1,300,000

Another example is an old Pizza Hut building. It was one
of those opportunities that you would have driven past everyday
and missed. I drove past it. The Old Pizza Hut closed down and
for about 6 months nothing happened to the building until
somebody came along and could see a much bigger picture. They
put it on an extended settlement, long contract, and in the
contract phase they built up the fagade. The original Pizza Hut
roof is still underneath the new built up facade which was created
to alter the look and make it appealing for a new commercial
tenant which turned out to be a very good commercial tenant.
Just after settlement the building was revalued with the new
tenant in place for $1.3 million. So please open your eyes to this
kind of possibility as you drive past.  Find other plan,
opportunities are when you see the block with the for sale sign,
before the deal when it was ugly. Do something with it, look for
some opportunities.

Negotiation skills

One of the things that my course can teach you are
techniques of actually how to negotiate. Good negotiation skills
will allow you to purchase property at much lower prices than
you might otherwise. Those savings alone will enable you to buy
properties saving in the long term way more than the $3,000 you
will be paying to be part of my program and work with me for a
year.

Remember that flexibility is always on your side. The deal
will be as flexible as your imagination allows it to be and if you are
not then you may already have your ‘no’ Think about that. If you
do not ask, you have already got a ‘no’. You will never know if a
vendor is going to say ‘yes.

Do not forget to put your foot on the deal with a
conditional contract to secure it while you are doing your analysis
so they cannot sell it to anybody else in the meantime. Have a
finance clause in there, a building inspection clause, any kind of
clause you want in there to make it yours and nobody else can
have it but you at that price unless you choose to back out of the

deal.

Sharing Knowledge

Sharon and Andrew started with me a number of years
ago and they have done numerous courses with me. They are up
to 34 properties and now live off their passive income and they
actually spend most of their time helping their dad do the same.
Doing this, changes your life, it changes your circumstances
making your life better. That is what gives me the biggest thrill,
sharing the knowledge, passing it on to other people. These guys
have impacted an amazing amount of young people in their town
by their success. You cannot help somebody unless you are
successful yourself. You cannot lend somebody a hand to get to
pull them up unless you are in a position of strength yourself. So
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if T can help you to get in that position of strength you can pass it

on like pebble in the pond, that ripple effect.

My reason for doing all of this is my kids and my husband
Brian. W live on a beautiful property that I have cased out on the
Sunshine Coast, completely surrounded by rainforest. Ilove it. I
am a country girl. I have set up a profit center on my property
where I live. From there I run a commercial farm that I can take
advantage of for tax purposes and everything else. But I have set
it up in such a way that I got a profit center operating. I grow
hydroponic lettuces. I produce 2,600 lettuces a week, which
produces sufficient income to pay for full time farm manager to
be there plus a part time assistant. That gives me the flexibility to
go away, travel, do whatever I want and farm is maintained. He
looks after the garden, he does the landscaping, he mows the
lawn, he grates the road, he grows my organic vegetables, the only
thing he doesn’t do at the moment is milk a cow which I am
trying to convince him to do. He hates milking cows he tells me.
This is a financial model that I put together to support my
lifestyle decision.

As you move forward you will be able to do exactly the
same. Some of the models will be based on a pure profit-like
business set up and some will be based on a lifestyle like mine.
Or, if for instance if you like driving Ferrari cars then maybe there
is a business model that you can put together with luxury hire cars
that enables you to have a Ferrari car for yourself; private use for
the business model. Or, maybe you like airplanes, maybe you like
boats, maybe you like stamp collections, maybe you like crystals. I
do not know, but when you start to think in business models and
you start to think from profit centers you will paradigm shift.
Your possibilities shift. You have got to open yourselves up to the
possibilities, to the realities that are there, and if you do not
expose yourself to the things that you really want, you do not
spend time actually thinking about what you want, then how on
earth can you ever expect to be able to achieve it?

Not enough people stop and think about where they are
at, where they are heading and what they actually want, because if
you do not know you cannot have it. You cannot achieve it. So
spend some time doing that stuff. Think about what you are
going to achieve, whatever that is. I know from experience and I
know from my friends, some of them we consider exceptionally
wealthy, and every single one of them will tell a major
component, a major ingredient for their success has been an awful
lot of money spent on education.

Some of them have learnt through courses while some it
has been through learning from other people, but it is always
consistently going on. It never stops, continually learning and
growing and experiencing, expanding, that is how you continue
to get ahead. That is how you continue to increase your wealth
and have more success. Do you think it could possibly be that I
could potentially teach you a little bit more? Those of you who
would like to come on that journey with me, I would love to have
you part of the team. I would love to have you as part of that
relationship for many, many years to come. I would love to be
able to make that difference in your life so that you can pass it on.

Many years ago, I had a lady come to me in my
accountancy practice, and she was of Chinese descent. She just
came back from China and she was very emotional about her trip
to China, because she did not go on the trails and the tourist
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tracks, she actually went back where her family came from. She
saw first hand some of the tragedies that happened, how people
lived, and what their reality and paradigms were. She also saw the
results of a policy in China called ‘one baby policy’ She saw little
baby girls being killed at birth. Because, little baby girls were not
favored as much as little baby boys, and this affected her so
profoundly, so deeply that she wanted to make a difference. She
wanted to change the lives or the potential lives of those little
baby girls. But, she was also smart enough to recognize that she
could not do very much, she could make much of a difference
unless she was financially secure herself. She needed to be in a
So 1

worked with her for about a year to give her a financially stable

position of relative strength to be able to achieve that.

situation so that she could go to China and she could setup
orphanages and that is exactly what she did.

I ran into her a couple of years after that when she had
two orphanages and she told me that she had saved literally
hundreds and hundreds of little girls lives, and she was in the
process of negotiating with Western Societies to be able to adopt
some of these children into the Western Societies.

This sort of thing is so rewarding, so special, and so
amazing for me to have been a little part of making it happen. By
me getting her to a position of financial strength she was able to
go off and follow her passion and pass it on in her own way. I feel
satisfaction for all those little baby gitls that she helped in some
way that I might have had a little part in there. That is amazingly
special to me.

I am privileged to have been able to see the effects of my
work. I have been privileged to be able to see one lady that I
helped in Central Western Queensland in a town that was
devastated by drought for a lot of years. The town had lost hope;
no money, not able to even send their kids to the off the land or
to private schools or anything else. The town had lost hope. The
farmers did not have the money to buy the bread so the grocers
did not have the money to pay the supplies. The whole town was
dying, it was crumbling under itself.

I had the privilege to be able to help that one lady in that
one society. She was a farmer’s wife. I helped her initially and
then her husband joined in as well. Together, they started to
change their financial position by creating passive income. She
went on to teach the same skills to other people in her little
country town. She taught her sister, her aunt, the lady down the
street.  She taught the country women’s association. They got
together and they had a little share group going to help the others
who maybe did not have the equity to make it happen by
themselves. That town’s attitude changed. It changed to an
attitude of hope. They realized that it did not have to be this way.
They created businesses. They set up this craft business with the
wool industry and they exported to other countries and suddenly
they have got this little industry.
communally. They employed the kids so they now have a future
too. I saw the difference that, that woman and her husband
made. That is so special.

They now own a factory,

Wherever you are at right now, I want you to think about
what difference you are going to make. The difference that you
are going to make when you are in a financial secured position,
when you have got that peg in the sand and all of your basic needs
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are covered and you are shooting for the next thing. What are you
going to do to pass it on?

Somebody very, very wealthy who helped me out in the
carly stage with some advice said to me “Part of your success is a
responsibility to pass it on.” I say the same thing to you here now.
You have a responsibility to yourself to achieve that ‘peg in the
sand’ and responsibility to yourself and the others around you to
pass it on.

I hope I have been able to pass some of that on today. I
hope I will see most of you come with me in that journey and
make that difference to be part of the process. I cannot wait to
see your journey and the outcomes of what happens, and to be
part of that relationship for many, many years to come.

Sincerely Yours,

Dymphna Boholt
My Real Estate System
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Mark This Date Down in Your Diary:
Wednesday September 3, 2008 @ 10am

|
|
|
|
I' Il be launching my Ultimate Real Estate Coaching
I Program that is achieving outstanding results for

I many of my past students.

|

|

|

|

The offer on the day will be limited to 150 students
and the investment will be the last time I'll be
offering it at this price.

www.MyRealEstateSystem.com



