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- - Louis and Sia Kapeleris
al I l e al l AJES: i 44 and 45
n Occupations: Finance project

director and 0"ce manager

EXit strategy: retire on Existing porolovalue: $3.6m

Combined gross income.: ..........

AN b e o e $275,000
$100,000 pa in ®ve years S 520,000
Shares: ....cooeeeeevevvnnnnnn. $12,000
Louis and Sia Kapeleris have been charging ahead irthe Superannuation: ....... $170,000

last few years, having amassed a nine-property portfolio \-
worth $3.6m. But how can they convert their
heavily-geared portfolio into a passive Louis Kapeleris may have only

iIncome within Ive years? started investing in earnest in

- 2008, but in that time they’ve amassed a
A portfolio of eight investment properties.
Along with their Sydney home, that
adds up to an asset base worth $3.6m.

Now they’re looking to the future,
and trying to work out how they can
leverage their portfolio to achieve their
aim of semi-retirement by 2016.

The couple — who have two teenage
children, Philip (18) and Eleni (16)
— have made forays into property
investment before, in the mid-1990s.
However, as Sia was a stay-at-home
mum at the time, they found the
AQDQFHV WRR VWUHWFKLQJ
up. However, Sia maintains that they
“always wanted to do something more”:
ZKHQ 6LD WRRN XS DQ RIAFH
role at a Mortgage Choice franchise, her
passion for property was reignited.

“| realised the amount of things
\RX FRXOG GR LQ WHUPV RI
she explains.

Like many other investors, the key
to kickstarting their strategy was their
KRPH 2 D AYH EHGURRP KRXV
in Menai in 2006. They were already
renting out their previous home in
Bangor: however, Sia soon realised that
WKHLU AQDQFHV ZHUH DOO

“The loans were all back-to-front:
we owed very little on the property
we were renting out, whereas we had a
large mortgage on the Menai property,”
adds Sia.

“We decided to sell the Bangor
property, focus on releasing equity
from Menai and start from scratch.”

The proceeds from the Bangor sale,
combined with the couple’s generous

Forty-something investors Sia and
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, Louis and Sia’s portfolio

Renovation )
Location Purchase date Purghase costs if el REIE Sy (&
price . value month far)
applicable

Menai, NSW Five-bed Dec 2006 $800,000 $920,000 n.a n.a $120,000
home (PPOR)

E"'Szvé\‘/beth BaY:  swdio Nov 2008 $190,000 $2,000  $250,000 $1,419 6.81% $60,000
One-bed

Waverton, NSW i Oct 2008 $345,000 $372,000 $1,485 4.79% $27,000

Ewos, Cronulla, - Two-bed Sep 2009 $357,000 $397,000 $1,608 4.86% $40,000

NSW unit

. . Three-bed

Corio, Vic house Aug 2010 $254,500 $280,000 $1,204 5.16% $25,500

Cameron Park,  Four-bed Sept 2010 o

NSW house (completed) $352,000 $430,000 $1,935 5.40% $78,000
Three-bed .

Goodna, Qld house Sep 2010 $283,000 $283,000 $1,226 5.20% nil
Three-bed .

Blackwater, Qld house Sep 2010 $310,000 $310,000 $2,709 10.49% nil

ﬁgg\f"e Sl I‘r’]"i‘t"bed Nov 2010 $375,000 $11,000  $400,000 $1,935 5.81% $25,000

| $3,266,500|

$3,642,oo<1

$13,52#

Forthcoming:

Two-bedroom

. Oct 2013
unit

Kingsgrove, NSW|

‘ $550,00C{

& $500
"1 (projected)

combined income — well over
$200,000 pa — paid down a large
chunk of the Menai mortgage, and
meant that they could access a
whopping $466,000 equity as a line
RI FUHGLW :LWK WKHLU
there was no stopping them.

The !rst few purchases

Their investment D-Day was 2008,
and they leapt in and bought two
central Sydney properties straight out
of the traps — one in Waverton and one
in Elizabeth Bay.

“To begin with, we got a map of
Sydney out and decided to diversify
by buying something in the north, the
east, the south and the west,” says Sia.
“We started with north, with Milson’s
Point and surrounds. One place in
Waverton stood out, as it was close
to transport and shops. We made an
offer, which was declined — so, we said
thanks very much and walked away.
Two days later, we got a call from the
agent saying that the vendor would
accept our offer after all.”

Buoyed by their success, Sia and
Louis decided to look to the east —

www.yipmag.com.au

and alighted on Elizabeth Bay. “We
started to talk to people about servicec
apartments, and soon found out that
the apartments weren't looked upon
well,” she says.

APeDV@IE HWhogvtdpit in as little
as possible of our capital, while still
spreading our risk around a number
of properties. So, we started looking a
VWXGLRYV EXW WULHG W
bit bigger.”

Timing was on their side with their
eventual purchase: the vendor was
WU\LQJ WR RIARDG VHY,
DKHDG RI WKH LPSHQGL

“He was adamant about how much h
wanted for them, but the market was
dropping further and further,” says Sia.
“It was good timing, though, as we
bought it for $190,000 — $20,000 below:
the advertised price — and interest rates
dropped by the time we settled. On top
of that, we were renting it fully
furnished for $360 pw. We weren’t too
concerned about the GFC: our view wa:

‘people still want to live somewhere’.

Into 2009... and 2010
Less than a year later, Sia and Louis

(
1| Investment goals

y Be able to retire (Sia)/work
part-time (Louis) in #ve
years'time

y Possibly downsize to a
smaller home

y Generate $100,000 pa
income from property to D
retire upon )

\

RvErD Qutttly Bo%/Rl iddldy teivtheir
. Qekt AnD PURdhase a Fvb tbedrabom
e unit in Cronulla and a block to
build on in Cameron Park, near
Newcastle.
“The Cronulla property is on
Ewos Parade, right across from
Shelly Beach and a park,” says Sia.
“It's got water views from the
balcony, but it is a bit away from
the hustle and bustle. We originally
s made an offer of $350,000, it went
up to $357,000.”
The couple weren't just thinking
about the numbers when they bought
the Cronulla property, though.
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The coaches: Empow
Property advisor: Cate Bakos

Money and wealth advisor: Michael Pope

Empower Wealth founder: Ben

Empower Wealth 0%ers

profession
residential
f mortgage
i |
Visit www.empowerwealth.com.au

“Louis and | would really like to
live in that area as we wind down in
a few years’ time, so we bought that
property with half an eye to making it
a downsize property in the future — or
even a property for the kids.”

In 2010 Louis and Sia upped the
ante even further. Not only did
FRQVWUXFWLRQ AQLVK
Park property — netting them a gain
of $78,000 — but they bought four
more investment properties. Sia lists
them as follows:

I $XJIXVW 7KUHH EH
KRXVH &RULR 9LFWRU
“This was purchased through a buyer’s
agency, but we did our own research,

and it seemed to be a good investment.

The idea was to buy a middle-of-the-
range home under the $300,000 mark
in a growth corridor, so that if and
when you do sell, you get the majority
of purchasers.”

f 6HSWHPEHU 7TKUH
KRXVH *RRGQD 4XHHQ

“This is near Ipswich: another
affordable property. Luckily, it was
XQDIIHFWHG E\ WKH AR

f 6HSWHPEHU 7TKUH
KRXVH %ODFNZDWHU 4

“This is our cash cow: we bought it
for $310,000 and it returns $630 pw
in rent. We were consciously looking
at a cash flow property, because we
were looking at our portfolio and it
seemed like it had a lot of potatoes
(negatively-geared properties) and
that we'd better get some vegies in
there (positively-geared properties).
We needed a bit more coming in to

and wealth planning and wealth education.

er Wealth

Kingsley

al advisory in
property investing,
broking, "nancial planning, money

f IRYHPEHU 7ZR EH
XQLW &URQXOOD 16:
“This is on Gerrale Street. We loved
the location: it’s right across the road
from South Cronulla Beach, and 300
metres one way you're at the station,
200 metres the other way, shops. It
was listed and valued at $400,000, but
Rkttt fOU$E B FOB. BIRAQ then
we've put in a new kitchen — that’s
upped the rent to $450 pw from less
than $300 pw. This is another potentia
downsize property.”

GmRRP

L That’s not all. Louis and Sia have
also put down a deposit on an off-
the-plan, two-bedroom unit in a
new development in Kingsgrove, set
to complete in 2013. “We knew that
our next purchase would need to

be something close to neutral if not

positive, and we thought the best route
would be to buy something new,”
explains Sia.

“Louis saw the development — the
Pottery — in the paper, and we did a
bit of research on the area. We liked
that it’s close to the city, and both
the rail station and the M5 are really
close. There’s also a lease in place with
Woolworths. We really liked what it
had to offer.”

So, after their rapid portfolio
expansion, Louis and Sia are looking to
take stock of their properties.

G U\Ra&Rélooking at winding down
IURP ZRUN LQ DERXW AYH \H
to quit work completely so | can
volunteer more, and Louis only wants
to work for around three months of
the year at most — so we’ll need
an income to support us of at least
$100,000 pa,” says Sia.

“By then, the kids will have
KRSHIXOO\ AQLVKHG WKHLU
left home, so we're also looking at
downsizing. However, we're open to
all ideas, and we aren't quite sure how
to get there.

“Do we keep trying to buy more
properties, do we hold steady, or
should we be selling up?” asks Sia.
“We'd like to know whether our
aim is a pipe dream or doable, or
whether we're at least on the right
track — even if we have to work for a
few more years.”

Lifestyle

travel at least once a year overseas
our life will increase our expenses?
Work

k volunteer work?®

approx $30,000 pa?

Living choices

enhance or depress our goals?®
Income

achieve and live the life we want®

lighten the load a bit.”

Detailed investment goals

Sia: @Travel, travel and travel. We de"nitely want t
. This aspect

Sia: 2l want to "nish work in 2016, to pursue

Louis: @l'd like to work 3+4 months a year, earning

Sia: This is the tricky question as we are very
open to a few suggestions and not sure what will

Sia: 2We hope that at this point our kids will have "nished their studies and
will be working, so our#expenses might be a bit less.#Overall we believe
that we will need a clear passive income of $100,000 in "ve years'time t

www.yipmag.com.au
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The game plan

Founder of Empower Wealth Ben

Kingsley and his team are game for the
challenge — and they like what they see

“First of all, | must congratulate
Louis and Sia on doing something
so wholeheartedly,” says Cate Bakos.
"7KH\ GHAQLWHO\ KDYH
and have pursued a very aggressive
strategy. They're a great example of ho
to build a portfolio extremely quickly.”

,Q WHUPV RI PRUWJDJ
remarks that that should be left well
alone: it's in tip-top shape — as you'd
expect, since Sia works for a mortgage
broker. The couple have also been very
careful to avoid cross-collaterisalisatio
which is a real boon

7KHLU RYHUDOO AQDQ
order, too: even with the demands of
servicing eight investment properties,
they’re still coming up with a monthly
surplus of over $3,100.

+RZHYHU WKH AUVW T
Michael Pope have for the couple is to
ask what their end goal is.

"Like many people, the impression
| get is that Louis and Sia have started
investing without a clear goal in mind,”
says Ben. “It's worth asking what is all
this wealth for? Otherwise, you'll just
keep going, expanding your debt and
you won't be in a position to retire in
AYH \HDUV u

So, Ben asked the couple to put dowr
their goals in more detail. Not only does
this help the Empower Wealth team to
work out their ‘exit strategy’, but also
helps Sia and Louis focus on what they
really want.

Exit strategy

7KH JRRG QHZV AUVW V
and Sia’s aggressive strategy and curre
strong income position, it’s possible for
them WR UHWLUH ZLWKLQ
they don't need to purchase any further
properties after their off-the-plan deal
goes through.

The bad news? Hitting the 2016
deadline is going to involve some
sophisticated cashRZ SODQ QL Q
provisioning, plus the sale of their
current home to downsize and to reduce
their debt exposure.

“While they’re in a great position,
there is a weakness in that some of the
properties are very negatively geared,”
explains Ben. “Given they've only got a

www.yipmag.com.au

Current cash flow

Current cash &ow position |
Total income

. Total expenses
Loan repayments and fees

'@ Cash &ow surplus |

wshort window until they’re planning to

HorAt@4p QsBdt<d projerlyQnature.
They'd be crazy to sell down some of
these, especially the properties purchas
in 2010, because any equity gain would
be eaten up by costs — it would be a los

,making exercise.”

However, they do have one asset
RHere Dwbtid m@keldgnd®tusell.

“I'd normally be reluctant to do this,
as it's the jewel in their portfolio, but
selling the Menai PPOR would be the
best way for Louis and Sia to hit that
R6LE teddn®,” sayd Qatb.Q G

“The debt on this property is
currently only around $89,000,” adds
Michael. “If Louis and Sia use their
surplus income to pay off the remaining
principal, they'llhave QR GHEW L
years' time.”

That’s when the couple should look
to sell their home. Empower Wealth's
analysis indicates that it should be wortt
$1.2m by that time.

“Once you've factored in selling costs
Louis and Sia would come out with

PLQ SURAW ZLWK QF
as it's their PPOR. That transforms the
whole situation,” says Ben.

Michael notes that the overall LVR
on their portfolio is currently around
80%: once you take their Menai home

V 8UDODthE\eguation/ RieXdldbal LVR on

ntheir investment properties is a worrying
104%. Once the proceeds of the Menai
AaldarehibughédzdaiQro the portfolia
however, the gearing goes down to 559

“That’s not far off a situation where
these assets are paying for themselves,
collectively,” adds Ben. However,
Empower Wealth doesn’t suggest just
Jbldughiag the money straight back in:
it has something more sophisticated in

> mind, as Michael explains.

As Michael says, Ast off, you pay
down the $342,500 debt on the Gerrale
Street property in Cronulla, as it will
become their new PPOR. As part of
their downsizing, move to Gerrale

retire, they really don't have long enough

n

R

5-

Annual | Monthly
$386,303 $32,192
$140,215 $11,685
$208,032 $17,336

$38,056 | $3171

Street, where we have allocated $50,000
for cosmetic renovations to bring the
property up to a level which suits Louis
and Sia’s lifestyle (rather than them

etlaving to soak up funds buying or

renting another property).

“You then allocate the remaining
$788,500 into offsetting accounts across
the investment portfolio. We suggest
offsetting the loans with the highest

LQWHUHVW UDWHYV AUVW pu

It's at this point when Louis and Sia
wind down their working activities,
and use the remaining proceeds of sale,
plus the lower salary that Louis will
still be drawing from part-time work
(around $30,000 pa for a further

AYH \HDUV WR FRYHU WKH F

portfolio and provide them with their

Q$#Y,600 pa income.

Of course, this isn't a long-term
solution, as the money from the sale of
Menai would eventually run out. What
it does provide, though, is a buffer to
let time and compound growth do its
work. This allows their investment
assets to continue to mature to the point
Whee[the e b€ Selfsuistahvig and
provide the passive income to fund
their $100,000 pa retirement income.

Empower WealthcastARZ PRGHOOLQJ

calculates that the restructured debt
and portfolio would be positively-
geared after the Menai sale. From the
combination of the rental returns and
superannuation, they will generate over
$100,000 in passive income by 2026,
and they won't have to sell down one
investment property.

“As the debt comes down, Louis and
Sia are in an unbelievable position — they
won't be able to spend the money as
quickly as they’re making it,” says Ben.
“By year 30, they could be living on
the equivalent of a quarter of a million
dollars a year in passive income, in
today’s terms.”

Based on growth rate forecasts of
between 4 and 7% per property, if Louis
and Sia continue to hold all of their

83



84

Strategy | real life investors

Wealth projection

Program Total _ Total of Total of Sale of Balance Investment Draw Super- Home

year debt |n,;/§)spter:1neynt invgtst;gent property from sale yield downs annuation value

0 $2,913,871 $2,722,000 $12,000 -$89,463 $12,669 $170,000 $920,000 $910,129
1 $2,898,617 $2,899,050 $12,600 -$81,104 $202,003 $984,400 $1,199,436
2 $3,417,060 $3,637,904 $13,230 -$101,856 $236,626 $1,053,308 $1,524,007
3 $3,379,704 $3,877,862 $13,892 -$88,349 $274,049 $1,127,040 $1,913,137
4 $3,328,507 $4,133,974 $14,586 $1,205,932  $1,181,814 -$73,454 $52,686 $314,465 $1,205,932 $2,340,450
5 $2,139,517 $3,846,322 $15,315 $5,211 $71,734 $358,079 $561,021 $2,641,220
6 $2,208,017 $4,098,854 $16,081 $11,652 $68,147 $382,886 $600,292 $2,890,096
7 $2,272,701 $4,368,330 $16,885 $19,188 $63,709 $409,305 $642,313 $3,164,132
8 $2,332,703 $4,655,906 $17,729 $27,934 $58,341 $437,437 $687,274 $3,465,643
9 $2,387,075 $4,962,813 $18,616 $37,993 $53,122 $467,390 $735,384 $3,797,128
10 $2,435,948 $5,290,369 $19,547 $48,725 $79,804 $499,281 $786,861 $4,160,109
15 $2,457,906 $7,290,721 $24,947 $140,437 $37,673 $670,218 $1,103,613 $6,631,593
20 $2,183,133 $10,065,241 $31,840 $290,487 $36,269 $619,663 $1,547,874 $10,081,484
25 $1,578,662 $13,917,989 $40,636 $514,522 $543 $711,296 $2,170,973 $15,262,233
30 $367,875 $19,273,552 $51,863 $852,588 $958,708 $3,044,902 $22,961,151
35 $26,725,088 $66,192 $1,216,531 $2,290,487 $4,270,633 $33,352,399
40 $37,101,590 $84,480 $1,705,121 $4,913,846 $5,989,783 $48,089,700

Menai property — sale

Estimated sale price $1.205m
Estimated sale costs $24,000
Capital gains tax nil

Estimated pro#t | $1.181m

Allocated to:

Gerrale, Cronulla $342,500
Gerrale renovations $50,000
Remainder allocated to $788.500

o*set accounts

Total | $1.181m

properties, their equity base is projected
to be in the range of $48m after 40 year

Ben also highlights that, should they
dispose of other properties due to cash
ARZ FRQFHUQV LW FRX
the longer term.

“We also modelled selling down the
Cameron Park property in 2017 and the
Goodna property in 2018, as opposed

would you ever slay any of the geese th
are laying the golden eggs?”
Working with the idea of different

date and income target along with
modelling out long-term horizons
makes sense, adds Ben.

“Once you retire, you need to know
just how long your money is going to
last,” he comments. “In Louis and Sia’s
case, they have a very exciting future
ahead of them; with their exceptional
strong retirement income they can look
forward to a superior standard of living
and a wonderful quality of life with
plenty of travel and free time to do their
volunteer work.”

s. Even if that's a little intimidating,
then at least Louis and Sia can be sure
WKDW WKH\-YH GHAQLW

OvdhichRvEl BlIBWMh&hKd-sBmIi-rétire in

2016 should they wish to.

Playing on

to holding all of the assets and using the Judging by the Empower Wealth

buffer strategy showcased above. That

translated to the total asset value after 40plan to change their lives in 2016 is mor

years being $8.6m lower,” he says.
“Most people would simply
adopt a sell down to reduce debt
approach. However, through detailed
understanding and complex modelling
of household casPARZV \RX FD{(
VLIQLAFDQWO\ EHQHAW
terms. When you look at it like that, why

than achievable. Even so, Sia admits th
she’s a little bit sad.

“We do enjoy buying properties,
and going by this it looks like we don't
have to buy any more now!” she says.

HaD't hawey/ty hluly aivyDrnorX ptoperties,
and that a few years down the track we’

time goals in mind, such as a retirement

assessment, it seems like Louis and Sia

D “However, it's also good to know that we

atbe in good shape. | guess we just have
to look after the properties we have and
have some more fun with the time that'll
be freed up by not property hunting!”
Sia adds that they’ll almost certainly
follow Empower Wealth's strategy.
“It's good to know that we just need
to hold our existing properties, and
by selling Menai we can extend the
timeframe for those assets to mature —
although the kids are now worried
that we're going to sell up and kick
them out of home tomorrow! Overall
though, we're really pleased this with
this exit strategy.

Disclaimer: The information and strategies
contained in this article are for illustratiseurp
RQO\ DQG DV VXFK VKRXOG QI

HDG Y RMH DSHOIGBIU W WHKIRDXNDHE) V H
professionals before investing

Your turr Nss)

Tell us what you think#
Is this the best way for Louis an3a to
achieve their "nancial goals, or shot,
they be taking a di%erent route? Have
your say at our forum at www.yipmag.
com.au/forum * the best responses will
be featured in a future issue.
Alternatively, if you're in need of some
expert guidance and would like to take
part in this regular feature, email your
contact details and a brief overview of
your situation to editor@yipmag.com.au

www.yipmag.com.au



