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A GAME OF

THIRDS

A broader view on the factors affecting property investment

SO, YOU'VE SIGNED THE CONTRACT, HANDOVER IS
COMPLETE, FINANCING IS IN PLACE, EVERYTHING IS
LOOKING GOOD ON YOUR BRAND NEW, FIRST EVER

PROPERTY INVESTMENT.

Or perhaps you're an old hand and this simply marks another shrewd addition
to your bulging property investment portfolio. However, whether you be an
infrepid new explorer into the world of property investment, or have navigated
the metaphorical four corners of the real estate world, before getting too car-
ried away with how your property investment will perform, we must analyze the
global economics and the affordability factors in each city which will help to
give key indicators on the health of the overall economy and social circum-
stances in that area, thus revealing the likely outcome of your investment.

Many different elements and factors come into play that will have a long-term
impact on both capital growth and rental returns.

To understand this better, let us analyze countries that are experiencing huge
capital growth and what the effect will be in those countries.

A favorite example of mine is Singapore.

Property values have been doubling
or tripling in unprecedented surges.
The pockets of investors have not
been big enough to fit the cash that
has been flowing abundantly. The
question only remains then to be
asked, is it stable? Well, lets look at the
example of the localised economic
balance on the affordability scale.
The average citizen earns $50,000

a year, about a $1,000 a week. Ina
balanced economy and social set-
ting salaries are used equally in three
areas. That is, 33 percent of income

is used towards accommodation, a
further 33 percent goes towards life-
style and entertainment and in a fruly
balanced economic environment
the remaining 33 percent is allocated
tfowards savings (the extra 1 percent
can be allocated upon discretion).
This is considered a balanced situ-
ation. When you get to the likes of
Singapore, the property investors,

real estate agents and speculators
have inflated the market prices so
much above the average income to
the point where the average local
can no longer afford to live comfort-
ably. Accommodation costs now use
up 70 percent and lifestyle remains
at around 30 percent. Lifestyle will
always be 30. People don't generally
eat less, not travel or deprive them-
selves of all luxuries and leisure. How-
ever, they will sacrifice any attempt
tfo make savings. This is a bad state of
affairs.

Continued on page....17

ANALYZE COUNTRIES THAT
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BY MATTHEW FRANKLIN

WHY INVESTORS ARE CONFUSED AND REAL ESTATE AGENTS
ARE BEING OPPORTUNISTS.

Is the Significant Investor Visa being sold as something that it was never
infended to be by its authors?2 Many real estate agents are touting the visa as

the route to a passport and a lifestyle in Australia. As easy as the pitch may
sound, the truth is rarely communicated to would-be applicants.

In a recent presentation, federal representatives and immigration
experts delivered a report on the SIV's success and clarified a lot of the

misrepresentations that have been presented to overseas investors.

Since the inception of the Significant Investor Visa class toward the end of
2012, out of 400 or more applicants to date, only two have been approved
by the Australian government. Clearly there is a way to succeed in the
application process or the government would never have created the visa
in the first place. The success or not of the application seems to depend on
professional and sound advice.

The basic rules can be summed as per the following:

AU $5 million invested in to a range of products, and crucially, validity

of the $5 million. In other words, does the AU$5 million genuinely belong
to the applicant? Is the source of those funds legitimate? Such antics

as borrowing money from relatives to cover shortfalls or producing bank
statements showing sudden transactions from unknown sources are a red
flag for the Australian government.

Choosing which business investment to enter is no less of a difficulty
for the visa applicants. There are many agents and brokers presenting

VISA

DILEMMA

opportunities fo get involved with
chicken farms, a distant relative's
restaurant, car dealerships and

an assortment of unusual business
ventures. The difficulty for UCHK when
approached by an investor inquiring
about SIV is that there can never be
a match on what the customer wants
fo invest in nor a business opportunity
that meets our strict due diligence
and will pass as a recommended
ongoing concern for the client. In

the majority of the opportunities that
have been presented, they are not
ongoing concerns, they are inflated
and are simply businesses that are in
debt and are looking for any way out
by selling to an investor looking for
any way in.

Moreover, it is very difficult to match

a business that is an ongoing concern
and profitable venture in an industry
that is familiar with the clients skill
base (don't forget, whatever business
you are buying, somebody has to run
it). In a recent trade fair in Beijing an
exhibitor was selling everything from
chicken farms, pig farms, dairy farms,
etc, as viable businesses for the visa.
Whilst | come from a rural background
and was naturally interested in

these agricultural opportunities, |

did wonder to myself how many of
my wealthy Chinese clients would

be keen on buying a chicken farm
themselves, have ever even seen
one, let alone would know how to run
one.

Liken this to a restaurant for sell in
prime location in Sydney. How many
of my clients would be experienced
restaurateurs in their natural
environment, never mind in Sydney,
Australia. So, before we get to the
gate of opportunity for the significant
investor visa, the first challenge is
matching a client to a business
opportunity that is not going to be a
disastrous decision before we even
lodge the paperwork. We also have
the question, will my clients financial
health-check pass the scrutiny of the
Australian government with regards to
the source of the $5m investment?

Notwithstanding the above, the SIV
is a great opportunity and there are

products that are perfectly structured,
pre-approved, easy to understand
and carry a fast-track from start to
completion. UCHK recommends to
its clients banking products, such
as Credit Suisse. A large globall
institution has carefully structured
a financial product that meets all
the requirements of the Australian
government. Available from UCHK,
with this visa clients can invest with
a clear understanding, know their
returns, what is happening and the
exit strategies.

Lets go back to the chicken farm,
the restaurant, the car dealership,
whatever the business opportunities
are that people are thinking of. While
best case scenario is that it may pass
the approval test, the exit strategy
will still be very difficult. Should you

try to sell your shares or business,
even recouping 50% of your initial
investment would be a success as
the agent had marked it up in the first
place. When getting in fo a business
investment for the simple purpose of
obtaining a visa, gefting out of and
exiting the business venture will be
three times as hard. Potential investors
should also bear in mind the careful
analysis of the Australian government
on all submitted applications. A
proposal to buy uncle Bob's cafe in
Perth for $3m when the business is
patently worth much less will be seen
straight through by the reviewing
government officers.

On the other hand, the banking
products that are available offer a
clear path, guarantee of return, and
an exit strategy. No advertfising to
buyers, no commissions or any of the
other problematic circumstances of
buying a business.

Overseas investors considering the SIV
should contact their UCHK consultant
to get more details and advice on this
matter.

If you are contemplating a Significant
Investor Visa application, use a
frusted banking product, exclusive

to UCHK. It will be secure, it will
manage itself, will guarantee positive
returns and gives you a definite time
of duration, which you can use fo
plan how you will enjoy your grant to
residence in Australia.
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IMMIGRATION

- A MATTER OF COMING AND GOING

WHO REALLY UNDERSTANDS THE RULES
AND REGULATIONS REGARDING
IMMIGRATION TO AUSTRALIA - AND
WHY DOES IT MATTER?

While our company specialises in personal wealth
creation through property investment, we take the issue of
immigration seriously and strive to give our investor clients
all the assistance that they need in this important and
associated issue.

It has taken me by surprise at the importance of the
topic of immigration and the direct relevance that it has
to overseas property investment. At every UCHK event

or seminar that we hold, no sooner than we’ve been
talking about real estate investment than the subject

of immigration crops up. | am usually met by scores of
inquisitive questions on the subject hoping for definitive
answers. Well, the issue is not that simple, and there are
certainly no one-size-fits-all solutions. Each family and
each personal set of circumstances are different. *“How
much does it coste Who's eligible? Am | too old2 What's
the correct visa to apply for2” The questions always
come thick and fast, the enthusiasm for the topic evident
with many attendees seeking a better life abroad for
themselves and their children. Sometimes a client, in their
verve for the matter, offers a question and an answer

at the same time. When | do answer, however, | let the
clients know that various factors will affect the process;
education, age, asset worth, health, and other elements.
Whilst we have a designated team of immigration experts
at our partner law firm Rigby Cooke who give the formal
legal advice, the basic overview of what | tell my clients
is that Australia welcomes all immigrants and visitors.

A visa selected based on its criteria matching with the
individual’s circumstances is the pathway to an extended
stay in Australia and potentially permanent residency - a
passport.

| break it down to the clients, it comes back o some basic
factors; your age, are you investing in the country, do you
have any offences against your name, and based on
these points, in the normal course of circumstances nearly
everyone will get their desired result. Whilst Australia does
not hand out passports like candy at the airport, contrary
to some beliefs I've met - it seems that opinions and ideas
about immigration and entry to Australia are as varied
and diverse as are the people that hold them - usually
visas are the pathway to a longer term residence.

BY SEAN LIN

Perhaps we need to understand why this is such a hot
topic in the first place. 150 years ago Australia was where
the British sent their convicts. A paradisiacal exile. Now it's
an almost mythical like paradise for the new generations,
with people from the four corners of the earth flocking

to it for a higher standard of life. With all of the desirable
elements that an individual or family would be looking
for in a possible immigration destination; strong economy
with low unemployment, plenty of space, rich culture,
safe society, an abundance of wildlife, nature, beaches
and fresh air, the list goes on and on, and yet none of
the less desirable factors that are affecting Europe and
North America. As one lists all the positives and negatives
for immigration to different countries, there's no surprise
Australia is so popular.

So returning to the issue of immigration, some people think
that a suitcase full of cash on arrival is the only way to get
a passport. At the other end of the spectrum some people
believe that work and study are the only two options for
getting a visa. While these two reasons are good and
valid for a visa application, there are many more choices
available in the visa range.

There are essentially five types of visa with which to start
this process, being the most common they are; Student |
Work/Business/Sponsored | Visitor | Investor | Retirement.
Of course these visas each have subcategories that cater
to more specific needs of the applicant.

While looking at how to get to Australia, it should be said
that Australia is a nation built on immigration. Almost
half of the entire Australian population were either born
abroad themselves, or have an overseas parent. The
tapestry of Australian culture and lifestyle is rich and
varied, reflecting the collage of many immigrants who
now call Australia home.

The Australian Government apply the same principles

to all applicants for visas and residence. Nationality and
ethnicity are not factors. The government are aware that
the natural birthrate of the average family has fallen by
one child over the past decades to a current average

of 1.8 children per family. This is below the level needed

to maintain a population, hence the deliberate policy of
immigration. Most countries in the developed world do not
have this luxury.
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Traditional migration havens such as the US, Canada and
Britain are suffering from civil unrest, failing banks, high
unemployment, a struggling economy and an overburden
on ailing infrastructure including schools, hospitals and
fransport. On the contrary, in Australia a healthy wave

of new immigrants each year has kept Australia at the
forefront of industrial and economic output.

I recall at a recent seminar in Beijing, overhearing a
conversation as our company CEO Scott O. Talbot listened
to a client, Mr Li, who expressed his desire to send his

child to university in Australia. Mr Talbot assured Mr Li that
obtaining a stfudent visa to Australia is like buying an airline
ficket - it's that simple. He said: "Education is one of our
major exports - we invite all international students, and
Chinese students especially are always welcome as they
are extremely hardworking and studious”.

What was very interesting out of this conversation was that
Mr Li's child was a mere one year old. He was planning
roughly 18 years ahead.

These are the basic details that | give fo my prospective
clients. Of course, once they become a fully registered
client then they have the opportunity to seek the

expert advice from our legal counsel. If | hadn't already
mentioned fo them, | explain that UCHK clients are entitled
to free visa and immigration consultation from our legal
feam.
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FRUIT OR NUT
INVESTMENT?

After 25 years of meeting various types of entrepreneurial, intelligent investors,
ranging from owners of car dealerships and factories, video producers, fund
managers, and the like, it has become apparent fo me that they all have a

character frait in common.

By Scott O. Talbot

H E A R R RN
IEEEEEWY
AEEEEEW
EEEERERNR
EEEREAEANY
EEEEERR’

E
1

ACCORDINGLY, | BELIEVE THERE ARE TWO MAIN TYPES OF
INVESTOR WHEN IT COMES TO INVESTMENT IN REAL ESTATE.

My first example | like to call the Fruit Shop Investor.

Bill, an old investor friend of mine, started out with a fruit shop in small
fime suburbia. Through hard work he managed to build his empire in to
a large chain of distributors of produce, and now supplies a range of
hotels and restaurants with his quality food item:s.

He is undoubtedly an expert and
master of his chosen trade, a fact
undeniably stated by his success and
wealth in his business environment.

Bill is an example of this Fruit Shop
Investor.

| first advised Bill on property
investment around 1998. Bill
boasted of his past glories
dabbling in the property and
shares market. His method was
to buy good property, make
any needed improvements, and
then resell it. With my advice

Bill purchased a two-bedroom
apartment in Carlton, initially to
be used by his child while studying
at Melbourne university.

His property investment ethos was
the same as his aftitude towards
buying and selling fresh produce. He

would buy the freshest, ripest, most
high quality foodstuffs, place it on
the display shelf for all customers to
see, and then he was obliged by the
inherent nature of fresh food to sell it
before it could rot before his eyes. So
this mentality that had brought him
great prosperity in the fresh produce
industry was unknowingly applied

to his behavior towards his property
investment strategy.

It fook some convincing on my part
before Bill would grasp that real
estate would not rot on the shelves.
The right property, bought at a

good price, would not only retain

its value but steadily increase in
capital growth, unlike a three-day old
banana on a 40 degree day.

THERE ARE TWO MAIN
TYPES OF INVESTOR WHEN IT
COMES TO INVESTMENT IN
REAL ESTATE.

Three years after Bill's initial acquisition
and the child had finished at

Melbourne University, | called to
inform him of capital growth on the
property in the region of AU$200,000.
Naturally Bill was delighted with this
good news. So much so that he
immediately instructed me to sell
the apartment and cash in on the
windfall!

This was a typical reaction from a Fruit
Shop Investor. Said Bill: “That’s great.
Get me the money. | want to buy
more property/buy a sports car/go on
holiday...” or whatever his whim was
at that fime.

What he didn't realise was: He was
exiting the market place, therefore
incurring some capital faxes on

the profits, and more importantly,
Forgoing any future capital growth on
the property.

By selling prematurely he was
forfeiting a $100,000 in capital growth
over the following 2-3 years.

This explains the Fruit Shop Investor.
They often make a healthy short-term
gain on their investment, but they

fail to reap the full financial benefits
of holding on to and protecting their
property assets. They operate through
buying and selling, making the quick
buck wherever they can, moving on.
So while they make a decent profit
as they go along, they own nothing
because they constantly speculate
and sell.
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This moves me on fo the other kind of
property investor. These | call Squirrel
Investors. A squirrel carefully gathers
as many nuts as it can and stashes
them away. It hoards. Most Australians
are encouraged to see their long
term wealth creation in this way. The
goal is fo accumulate wealth rather
than trade wealth.

In contrast to Bill is another client from
Singapore. Known to me as Lin, this
friend’s father is an excellent example
of a Squirrel Investor and the benefits
of that investment mentality.

Lin owns a prestigious property on
Orchard Road in Singapore. His father
originally bought the property 40
years ago, insisting that it would never
be sold and so took legal measures
to ensure it could not be sold by the
family in the years to follow, even
after his passing.

The property price was relatively little
back then. Today it is worth in excess
of $30million. The rental income
covers the mortgage repayments
and the ability to extract the increase
in capital growth of the property

has made everyone in the family
millionaires. All this from one single
property. A great example of the
rewards to a Squirrel Investor. The
prudent owner could have sold in
the 90’s and made a huge profit.
Rather he held firm and steadfast fo
retain the wealth, and now has the
ability to call up his bank and in no
uncertain terms state the property
valuation at $30million, the loan
facility at $5million, the rental returns
are posifively geared and servicing
the loan, and request upwards of 60%
on the equity of the property.

The Squirrel Investor has been doing
this every 2 or 3 years for the last three
decades, engineering a renewable
income through the accumulation
wealth strategy of buying and holding
on to real estate assets.

UCHK Consulting outlines a clear path
for existing and potential property
investors to also learn about how

to be a clever “Squirrel Investor”,

thus empowering them to achieve
these phenomenal returns on their
investment.

THE WEALTH CREATION STRATEGY IS
VERY SIMPLE. IT IS BUYING PROPERTY
AND RETAINING IT BY NEVER
SELLING, ONLY IN EXCEPTIONAL
CIRCUMSTANCES, THUS HOLDING
ON TO THE VERY MECHANISM THAT IS
GENERATING THE WEALTH, NAMELY,
THE PROPERTY.

KREBERIRE ? EFEH R
" AEMRHE

ERNZHAFRZREZTHENIR
FEITXEN2SES - RLTEHE
WEEHER  WHAE~HBIES
ZI8 > 1z EEHE— 1L E AR
1= {F—Scott O.Talbot

E - IS S RBIEH R
B EEAWMMEEREE
HHE— I FRERIRE AKRER
7 o Bill » B— MK RRIFAIIX
RE 0 BMEE—FNEKRIEFE
R E R - BT FHRITE - M2
ST A —RARBEBIR =M E 5 o
TELFE - fil o4 — L RS TR
BB 7= o

fib £ W T AR L AT IR S R M &
FEEHIERR T T AT A X — 1Tl
PR AHFEMIEX - Billk
EENKREERAZHAREGTF -

KR iREEBIFHITE =R ER
1998 £ % - Billxtfhid £ EEH 7=
M EHIZNEERSHEEE » fib
B 7R R ML — L i R W 7= FE g — L
VENMEBENSEH - EHRAEIN
T o fiECarltonX 7 — g BE @A~ Ep
ENAE - RYINBMNZILEEIILF
ELEERAKZFHIERE -

fth AR T 2R 5 FAML I K LA R 65 i R
KRB ER—HR - b2 TS
BRANMEER  MERRELIL
BEREI - ARMT B EZLERY
BIZZATRFENSEE - ML AA i
FEMEER=mrlERT KR B
M ERH AT FIE AT 7~
RARKH o B AT RICHT B35 AR Bill
FNRBEM=EARRBEEREL
- AEERNMEZEIFNE
FAMUALUREERINE - ERERER
ERH@mIEK - TS ZEBIREET
AORBLREHAASKHIEE -

=fF Bl FE AN T HEER
ARFHIRTE - WITHRIFEETBIll -
XAt & M LR AEEE 2
1#4<7200,000i T - &% > BilliR 5
P o fitR D EREXDAE 0 K
T—rENZM -

RE—PTKRBRABHABRNY -
Billiff : “£BZLUE > REZREE
= RHE - RER T FREXAD
A R A A AT S -

BEEMEEEIRG » MRE TN
15 RERX—ENFIEHR - EEEN
= REF T XA R R A B
-l;é o

RAZMETR » EETRBE=F
HIRtE) R - S AR K ERK
100.000& T -

B KRIRAG - tNEEHHZE
MEPR AR - BREREEA
Iz - AT EERRBE R
5 Rt TR AR R B fE R AR R B
> FTURAEIRS T Flmz R{ER
A o ENE A MBI HERET AR
MAEE  ENBRRETAREE
T o

RILRBET BN —MIAE 0 @F
WHRAVRARRITE - IRRA1FH
W& T RATHE £ B2 R R TR fsHe
k0 RRBEHF - HIERER - K&
HEym i AE R X 7 Xk RRAN
E o M BIRERBEME > ML=
BT EBRRBUE

5BilltBxf L K92 55—~ 5k B i ANiK A
EP o MLln - R RER—DRGF
mAAR I A AR SR E G F -

Lin7E# Nk Ay S35k L/ —4b A fa Bk
BHIEF  MRR R EAOFE ZRT %
TREAEREF - FERHAAUFES
e BEEEMILE > AT —RIEE
FERRMRIZE FF=EE TR LE
BERSWHMAIREMSISEN -

ZIEREMEMER/NAEF - B
& ERMERE T3000HETT - %
BRI A S YA L R iz 4l i 7 7 18
KRENEX N REPHIF A ZEREE
BMABRES - TARX LM E#%k
BTFRLEF - RE—MERIRAH
REFmARIFNGF - BrErIEE
EXTUENTERREL - FAK
FRKEFE o AN L2 B R X AR
7= MEMAFA BEMAIIRIT
i ELi% B B AR W 7= R BRI AL B =
{E30007 %t » B¥FXS00H % T - A
HEEEHRREESEHK > HMEFZANT
A ERMRF=ERE -

EMENFREFEEAMN - B2
ET—EFHREX DM = FH
& RAERRNELT - XHM~
ARFENHHERME -

MRREAEMIAHMNEESTENHT
=8 BIEBRENRAIINE
EEMZAHREERHABZVE -

P &5 A2 B R R X L TR Ry E
EEFIRAERTT —KBMAER
K5 ST — N ERRARIFA R 4%
wE - NMEMITRSIRANER -

Copyright © 2013 UCHK Consulting Limited - AustraliaNews.org.au | 11



To read the full edition, register at

www.australianews.org.au



