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Owning a property portfolio worth 
more than a million dollars is not only 
possible but can be done relatively 
easily and quickly with the right 
strategy, as Todd Polke explains

Ever said this to yourself: “I want to be a millionaire”? 
Millionaire status is the milestone that every wealth 
creator wants to reach. Currently in Australia, there are 

only 192,000 millionaires. This is only 0.8% of the population.
We want you to join the millionaire ranks!
This is a step-by-step guide to how to construct a property 

portfolio and build a $1m portfolio, debt-free, using real 
numbers, real market conditions and real strategies. 

Various team members were employed to ensure the 

brokers, accountants, and acquisitions team members. I will 
use a current client situation to illustrate these steps, which 
I will describe to you over the following pages.

There are some key philosophies that I apply in almost 
all portfolio construction strategies, which are important to 
understand before we move forward.

1. Property investing is a business and needs to be 
treated that way. This means that it needs to be separate 
from your personal life and should not absorb all your cash 

take away from it.

2. Get caught up in the outcome, not in the property 
itself. Focus on the fundamentals of the deal itself and 
make strategic investment decisions based on facts, not on 
personal emotional decisions.

3. There are stages in your portfolio to focus on. 

How to build  

debt-free in 10 years

$1 MILLION 
PROPERTY
PORTFOLIO

GAME
PLAN
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How to make the most  
out of this article
When reading this article, focus on the strategy itself and not 
on the individual deals. If the strategy is equity-based, then 
buy a property that will produce equity. You can create equity 

renovations, strata titling and so on. You don’t have to purchase 

To show you how this can be done in real life, let’s use our 
investing pair as a case study. Peter and Mandy are couple with 
one child and an average household income.

Based on our discussions and analysis, Peter and Mandy 
consider themselves to be quite conservative; however, they 
are happy to take measured risks with education and support.

Assets and debts

PPOR valued at $600,000

Current debt is $395,000

Currently paying principal and interest at 5.45% 

Credit card limit: $6,000, paid in full each month

Car loan: $15,000; payment of $353 per month

Current savings: $20,000

Extra savings: $1,600 per month

Financial analysis
Available equity: $145,000

Available cash: $20,000

Total cash/equity: $165,000

We will leave a $10,000 personal buffer aside 
as a sleep-at-night factor

We will leave a $10,000 property buffer aside 
to cover any property shortfall 

Amount available for new deals: $145,000 

Serviceability: $1.1m

Buying power: $966,000, based on a 90% LVR 
for future purchases

Assumptions
There are a few assumptions I have made when 
mapping out a portfolio over a 10-year period.  
They are:

Wages: Wages increase at 3% per annum.

Rent: Rental income increases at 3% per annum.

Capital growth rates: I have adapted property 
growth rates depending on the deal itself. 
However, the average capital growth rate used 
is only 5.9% per annum across the portfolio.

Interest rates: We start at 2013 interest rates 
and increase to 7% over time, which is in line 
with many economists’ projections of the interest 
rate environment.

Serviceability: This has been calculated after 
each year to ensure the banks will still continue 
to lend us money for the next deals. Using 
current servicing calculators all of the following 
purchases work.

Savings: As net income goes up, savings will 
also increase. However, only 50% of the wage 
increase will go into savings; the rest will go into 
improving Peter and Mandy’s lifestyle. 

Peter

Mandy

Child

Age

37

35

7

Income

 $92,000 

 $45,000 

 When investing, the three main stages are: 
 Acquisitions: The main priority is creating leverage in 

the market and expanding your portfolio.
 Consolidation: This is when you begin consolidating 

your portfolio and your debt.
 Lifestyle: This is when you create strategic results in 

your portfolio based on your outcomes.

 If you focus on debt reduction and expansion at the same 
time, it will dilute your results. Focus on one stage at a time.

4.  It is not about the number of properties you have. 
Don’t get caught up in the number of properties you own; 
instead focus on how they are helping you achieve results.

5. Buy every property and make every finance decision 
with the next three moves in mind. Always ask the 
question: “How is this property going to get me closer 
towards my million-dollar portfolio?”

http://www.yourinvestmentpropertymag.com.au


GAME PLAN | BUILDING A MILLION-DOLLAR PORTFOLIO

28 OCTOBER 2014    yourinvestmentpropertymag.com.au

Now that we have met Peter and Mandy, we can analyse their 
situation. There are a few things we need to consider:

  The interest rate on their owner-occupier loan is high 
compared to the current market, at 5.45%, and can be 
reduced to the current market rate.

  Our buying power and serviceability is a relatively 

balanced strategy in regard to equity and cash 
  Both individuals have minimal tax deductions as PAYG 
employees, and are presently paying the full marginal tax rate.

  The current debt level is relatively low, with only a car 
loan. Their credit card is paid in full each month, and 
they have a regular savings plan. This suggests Peter and 
Mandy can manage their money relatively well.

I will now walk you through each stage of their portfolio, 
including the thought process, strategies and explanation 
behind each stage and decision. A property strategy is never 
just about the property; s, loan 
structure, debt reduction and tax.

Year 1 strategy
FINANCE

three years to lock in 
the low rate and secure against any upward swing in rates. 

to keep in an offset account to 
offset the personal mortgage on Peter and Mandy’s home 
with their savings, buffer and ongoing income.

 All of their personal income will be directed into the offset 
account and they will live off a credit card for most of their 
personal expenses, which will be paid off each month. This 
will maintain the maximum balance in their offset account, 
and compound to reduce overall interest paid. 

 Switch the loan to interest only and use the offset account 
to reduce the interest payable. A focus on debt reduction  
will come later in the portfolio.

TAX
Peter and Mandy have minimal deductions to legally reduce 
their tax, but with more investment properties they will have 

portfolio for further deposits and buffers.

DEBT MANAGEMENT
At this stage of the portfolio, we aren’t focusing on debt 
reduction as the primary outcome. However, this will happen 
organically through the use of the offset account. 

PROPERTY SELECTION
six months, 

which can be achieved comfortably with serviceability of $1.1m 

   PROPERTY 1 

STRATEGY: Blue chip, buy and hold

PURPOSE: This will become the cornerstone of our 
million-dollar net investment portfolio and will provide solid 
capital growth over the coming three to four years.

LOCATION: I like to secure our better-quality properties 
at the bottom of the market or close to it. This gives us the 
opportunity to leverage against the upswing in the property 
market. As the market cycles shift, we can accumulate our 
better-quality properties in different states to create diversity in 
our portfolio.

The key market to focus on right now is Brisbane, which 
is offering some of the greatest value for true blue-chip 
properties. I would prefer this to be within a 5km radius of 
the Brisbane CBD. 

PRICE POINT: We need to be strategic about this, as it will 
impact on many future deals due to our current level of buying 
power and future capacity for equity creation, savings and tax 

–
maximum. 

YIELD: For blue-chip properties close to CBD locations, 
a 5% yield is relatively typical. This is what our servicing 

would affect future deals.

PROPERTY 1 DETAILS:
 Property type and strategy: New one-bedroom unit in 

a blue-chip area
 Location: Newstead, 3km from Brisbane CBD

, giving us a 5.6% gross rental yield

is paying the most tax and this property will reduce tax 
owed for the 

bank to that used for the principal place of residence 
(PPOR) to avoid cross-collateralisation – ensuring we set 
a strong foundation for the portfolio

Initial costs

s rule 
of thumb)

Cash flow

Gross yield: 5.6%

Tax refund: $3,238 

Putting theory into action: How 
to build a million-dollar portfolio 
debt-free as fast as you can
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Remaining capital
Initial capital: $145,000 
Equity used: $60,000
Remaining equity: $85,000
Remaining buyer power: $566,000

   PROPERTY 2
 
STRATEGY: Accessing equity from own home.

PURPOSE: The purpose of this strategy is to create a chunk of 
equity to recycle for future deposits and costs, potentially within 
a 12- to 18-month period. In this market, house and land deals 
are currently working well. Essentially, the strategy is designed 
to increase our buying power. We may or may not hold property 
for the longer term, depending on how the portfolio evolves.

LOCATION: We want to target a strong growth area to 
maximise the potential for equity creation. This means major 

Newcastle, Toowoomba and Southwest Sydney are key target 
areas. They have similar characteristics and we would potentially 
be happy to hold property for the longer term if it still served a 
purpose in the portfolio.

PRICE POINT: $400,000–$500,000

YIELD: As with our blue-chip strategy, house and land deals 
in these locations generally only offer approximately 5% rental 
yield. We are using this as our minimum benchmark.

PROPERTY 2 DETAILS:
 Property type and strategy: Four-bedroom house 

and land construction
 Location: Newcastle, NSW
 Purchase price: $450,000
 Rent: $480 per week, giving us a 5.5% gross rental yield
 Ownership: 90% ownership in Peter’s name, as he pays the 

 Finance: 90% LVR with a separate bank to the PPOR and 
the Brisbane blue-chip deal, to avoid cross-collateralisation

 
Initial costs
Purchase price: $450,000
Loan (90% LVR): $405,000
Deposit: $45,000
Purchasing costs: $22,500 (5% of purchase price is rule 
of thumb)
Total cash outlay: $67,500

Remaining capital
Initial capital: $85,000 
Equity used: $67,500
Remaining equity: $17,500
Remaining buyer power: $116,666

http://www.yourinvestmentpropertymag.com.au
http://www.fortunesinforeclosures.com.au/YIP


GAME PLAN | BUILDING A MILLION-DOLLAR PORTFOLIO

30 OCTOBER 2014    yourinvestmentpropertymag.com.au

Year 2 outlook
 After two purchases in Western Sydney and Brisbane 
in 2013, and with construction started 
in Newcastle, we receive some solid growth in both 
Newcastle and Western Sydney and very moderate 
growth in Brisbane. 

 We are able to release additional equity from their home 
and a small amount from Brisbane after a 12-month 
period, in addition to some savings and a tax refund. 
It sets us up to move forward with potentially two more 
purchases over the next 12 months. 

 of these purchases is made at the start of the year 
and we intend to make a second purchase in the second 
half when we have accumulated more savings, once 
Newcastle is completed and we can release equity, and 
once we have also got our tax refund. 

 Our servicing is decent, with $620,000 still remaining so 
we can move forward with our next deal; however, if we 
do the wrong deal at this point, it could jeopardise our 
future serviceability.

 This is a point at which a lot of people get stuck. 
Continuing to chase equity deals only and hitting a 
serviceability wall needs to be avoided through strategy.

 We are also now going to set up a PAYG tax variation 
to begin receiving our tax back on a monthly basis and 
applying it to our offset account rather than receiving it 
in one lump sum at the end of the year. This will further 
increase the debt reduction strategy on the personal 
mortgage of the PPOR.

    PROPERTY 3
 
STRATEGY: Cash 

PURPOSE: Servicing is starting to tighten and we need to  
focus on lifting this moving forward, with a strong-yielding 
property.

LOCATION: In the 2013 market when these deals are 
being done, rental yields have begun to tighten as the 
market is growing, so high-yielding properties have to be 

manufactured either through a dual-income strategy, 
furnishing, or going out into deep mining, which I am 
not comfortable with in this economy. Although the 
primary purpose is yield, we still want to target a moderate 
growth area.

PRICE POINT: $450,000 maximum

YIELD: Yield is key for this property, so we target a 
gross yield of 7% or higher. Understand that a 7% yield 
is not going to dramatically increase servicing; it is only 
going to support it at this point. This property is being 
strategically placed to support servicing and lift it into 
the future.

PROPERTY 3 DETAILS:
 Property type and strategy: Dual-income 

strategy. Construct a three-bedroom house with a 
three-bedr
and on one title

 Location: Peregian, Sunshine Coast, Queensland
 Purchase price: $430,000
 Rent: $600 per week, for a 7.2% gross rental yield
 Ownership: 90% ownership will be in Peter’s name 

as he is paying the majority of tax and this will help 
reduce his tax for the 

 Finance: We will do this deal at a 90% LVR and with 
a separate bank to all other properties
 

Initial costs
Purchase price: $430,000
Loan (90% LVR): $387,000
Deposit: $43,000
Purchasing costs: $21,500 (5% of purchase price 
is rule of thumb)
Total cash outlay: $64,500

Remaining capital
Initial capital: $100,200
Equity used: $64,500
Remaining equity: $35,700
Transfer to buffer: $5,000 (this will top up our 
property buffer by $5,000)
Net equity position: $30,700
Remaining buying power: $204,666

Property Old value Growth New value Debt at 
90% LVR Avail. equity Weekly 

rent
Yield 

(on value)

Western Sydney  $600,000 12%  $672,000  $604,800  $64,800   

Newstead, 
Brisbane  $400,000 4%  $416,000  $374,400  $14,400  $442.90 5.5%

Newcastle (under 
construction)  $450,000 8%  $486,000  $437,400  $–     

 $1,450,000 8%  $1,574,000  $1,416,600  $79,200  $442.90  

Deposit 

Equity release $79,200 

Cash savings  $18,820 

Tax refund  $7,825 

CASH  $26,645 

EQUITY  $79,200 

TOTAL CAPITAL $105,845

SERVICING $620,000

BUYING POWER $705,633

  Year 2 starting position
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FINANCIAL SITUATION BY THE SECOND HALF 
OF YEAR 2

 Peter and Mandy have $30,700 left over 
 They can save another $7,500
 They can do a loan increase on the Newcastle house and 
land once construction is completed. The market has 
grown by a solid 8%, creating an additional $32,400 that 
we can release

 Total new cash/equity = $70,600
 This gives a new buying power of $470,666 at 90% LVR

We are now ready for another purchase in the current year.

    PROPERTY 4
 
STRATEGY: Equity/growth

PURPOSE: Equity-based property that may or may not be 
held for the longer term, depending on the market.

LOCATION: The Sydney market is quite hot now; 
however, the Southwest region is still offering some 
value, especially due to more affordability compared to 
surrounding areas, continued population growth and strong 
infrastructure expenditure. We target areas like Liverpool 
and Campbelltown. 

PRICE POINT: $350,000–$450,000

YIELD: 5% as standard; however, the higher the yield, the 
better it will support servicing.

PROPERTY 4 DETAILS:
 Property type and strategy: One-year-old two-bedroom unit 

400m from Shopping Centre and the train station.
 Location: Liverpool, NSW
 Purchase price: $390,000
 Rent: $430 per week, giving us a 5.7% gross rental yield
 Ow

three deals, so
arrangement  

 Finance: We will do this deal at 90% LVR, with a separate 
bank to those used for all other properties

Initial costs
Purchase price: $390,000
Loan (90% LVR): $351,000
Deposit: $39,000
Purchasing costs: $19,500 (5% of purchase price is rule 
of thumb)
Total cash outlay: $58,500

http://www.yourinvestmentpropertymag.com.au
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Year 3 outlook
 Year 2 saw us complete an additional two property 
purchases and the construction of the Newcastle house 
and land, which we pulled some equity out of. 

 Our focus in the foundation years of this portfolio is about 
ensuring our servicing stays solid and we can continue 
building equity in our portfolio to move forward. 

 We are now set up in four separate locations across two 
, with a 

combination of properties that we will keep and some that 
can become trading fodder in the future.

 Due to the high rental yield of the dual-income strategy 
on the Sunshine Coast in Queensland, and by gaining 
some moderate income increases as per assumptions at the 
beginning, our serviceability has only dropped by $40,000 
from the beginning of Year 2 to $550,000, and we still 
have buying power of up to $585,000 without releasing 
any equity from Liverpool, which we may be able to look 
at doing mid-year if required.

 We are still in a relatively balanced position in terms of 
servicing ($550,000) and buying power ($585,000), so we 
need to continue focusing on both servicing and equity 
creation in Year 3.

 The key difference at this stage of the portfolio is that we 
will be dropping our future purchases down to 80% LVR. 

 The reason for this is to ensure that our servicing stays 
strong in the future, and to begin to deleverage Peter 
and Mandy, which suits their personal life outcomes.

 This is also a strategic lending decision based on our 
intention for the next deal moving forward in Year 3. 
We will only complete one property transaction this year.

    PROPERTY 5
 
STRATEGY: Equity/growth

PURPOSE: Equity is the name of the game in this next deal, 
with the outcome being to stack this up in the trading bucket 
for the future. As it has proved an effective strategy, we aim to 

continue down the construction path in Year 3, to see how we 
can create equity on the way into the deal. We have already 
begun to handle the servicing issue by focusing on doing this 
deal at 80% LVR.

LOCATION: Our choice of location is based on a 
combination of factors: one is obviously to continue 
to target a solid growth market, which we can still see 

price point decision.

PRICE POINT: $585,000 is our maximum price point, due 
to buying power constraints. We are happy to stretch to close 
to this point as we still have a solid buffer in place for Peter and 
Mandy’s personal life and property portfolio.

YIELD: 5% as standard; however, the higher the yield, the 
better it will support servicing.

PROPERTY 5 DETAILS:
 Property type and strategy: Duplex build strategy 
 Location: Toowoomba 
 Purchase price: $545,000
 Rent: $660 per week, giving us a 6.1% gross rental yield
 Ownership: Peter’s tax has been reduced after our 

three deals, 
50/50 arrangement 

 Finance: As mentioned, this deal was always going to 
be done at 80% LVR for two reasons, being 
serviceability, and the second . 

 At this point I have already been working with other 
mentoring clients on doing duplex builds in Toowoomba 
and through our mortgage broking team, and we have 

lends on end valuation after the build. This meant we 

have to outlay the full 25% deposit into the deal.

Initial costs
Purchase price: $545,000
Loan (80% LVR): $480,000
Deposit: $44,000
Purchasing costs: $27,250 (5% of purchase price is rule 
of thumb)
Total cash outlay: $71,250

Property Old value Growth New value Debt at 
90% LVR Avail. equity Weekly 

rent
Yield 

(on value)

Western Sydney  $672,000 9%  $732,480  $659,232  $54,432  $–    

Newstead, Brisbane  $416,000 5%  $436,800  $393,120  $18,720  $456.19 5.4%

Newcastle  $450,000 7%  $520,020  $468,018  $30,618  $509.23 5.1%

Peregian  $430,000 3%  $442,900  $398,610  $11,610  $618.00 7.3%

Liverpool (just settled)  $390,000 0%  $390,000  $351,000  $–    $430.00 5.7%

$2,358,000 4.8%  $2,522,200  $2,269,980  $115,380  $2,013.42 5.9%

Deposit 

Equity release  $115,380 

Cash savings  $38,457 

Tax refund  $14,097 

CASH  $52,554 

EQUITY  $115,380 

SERVICING  $550,000 

BUYING POWER  $461,520 (80% LVR)

  Year 3 starting position
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Year 4 outlook
 We are seeing a major shift in the portfolio at this point, in 
that we have hit a serviceability wall in our borrowing and 
are now focusing on 80% lends for all future deals. 

 This is a common hurdle that most investors come up 
against in their journey. It has good and bad points: good, 
in that we are now deleveraging our debt position and 
beginning to shift the portfolio to a more positive nature; 
but the downside is that we need much larger deposits in 
order to continue investing and allow our current portfolio 
to fall below the 80% LVR level so that we can access 
additional equity.

 What we can see from the above summary for the start of 

Year 4 is that, with $129,000 in capital for deposits and 
costs, we have a buying power of $516,000 at 80% LVR. 

 Our servicing is still solid at $600,000, and this is being 
maintained due to growing yields and income, as well 
as by lowering the debt level we are leveraging with 
compared to value.

    PROPERTY 6
 
STRATEGY: Blue chip – buy and hold – off the plan

PURPOSE: This next property will add another cornerstone 
to our ultimate portfolio and set us up again in a long-term 
growth market, with a short-term upside as well.

Property Old value Growth New value Debt at 
90% LVR Avail. equity Weekly 

rent
Yield 

(on value)

Western Sydney  $732,480 5%  $769,104  $659,232  $–  $–    

Newstead, Brisbane  $436,800 7%  $467,376  $393,120  $–  $469.87 5.2%

Newcastle  $442,900 7%  $556,421  $468,018  $–  $524.51 4.9%

Peregian  $442,900 4%  $460,616  $398,610  $–  $636.54 5.7%

Liverpool  $390,000 7%  $417,300  $351,000  $–    $456.19 5.7%

Toowoomba duplex  $600,000 7%  $642,000  $513,600  $33,600  $679.80 5.5%

 $3,045,080 6.2%  $3,312,817  $2,783,580  $33,600  $2,766.91 5.4%

Deposit 

Equity release  $33,600 

Cash savings  $75,236 

Tax refund  $20,327 

CASH  $95,563 

EQUITY  $33,600 

SERVICING  $600,000 

BUYING POWER  $516,652.45  (80% LVR) 

  Year 4 starting position
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LOCATION: For our blue-chip property purchases, as 
mentioned earlier, I want to see that we are buying at a value 
stage of the property cycle in major metro areas. Currently, we 
have a good-quality property in Sydney as a home, and we have 
secured a core holding in Brisbane.

PRICE POINT: We can go up to approximately $700,000 for 
this blue-chip deal, with $70,000 available as a 10% deposit. 
However, sub-$600,000 is our target point.

YIELD: 5% is our benchmark

PROPERTY 6 DETAILS:
 Property type and strategy: Off-the-plan blue-chip 

townhouse. We will target a townhouse rather than a unit for 
this purchase, as there is still a concern about the potential 
oversupply of units in the Melbourne market 

 Location: Melbourne

Year 5 outlook
 At some point in our investment journey, we just have to 
sit and wait and let the market do its thing for a year or so. 

 There is potential for us to bring one of the other properties 
up to 90% LVR to move forward again in the following year. 
However, we are well on track to achieving the results Peter 
and Mandy are after within the timeframe they require. 

 Our focus in the next 12 months is just to settle the 
Melbourne property and allow the other properties to 
move a bit more during this year.

 This year, we will just sit steady.

 This is also the halfway point in our 10-year strategy, 
and there are some additional milestones I want to bring 
up here, which have been dramatic steps in Peter and 
Mandy’s overall wealth creation. 

DEBT ON PPOR
Through the effective use of an offset account, Peter and 
Mandy have been able to pay off their original personal 
mortgage of $395,000 on their own home completely, 
simply by getting their money working harder for them. 
(Mortgage reduction software was used to calculate this, 
and is accurate.)

Deposit 

Equity release  $122,404.63 

Cash savings  $88,891.68 

Tax refund  $20,428.00 

CASH  $109,319.68 

EQUITY  $122,404.63 

SERVICING  $600,000.00 

BUYING POWER  $559,683.34  (80% LVR)

Property Old value Growth New value Debt at
90% LVR Avail. equity Tax refund Weekly rent Yield 

(on value)
After-tax 
cash flow

Western Sydney  $769,104 5%  $807,559.20  $659,232  $19,117.73  $–  

Newstead, Brisbane  $467,376 8%  $504,766.08  $393,120  $28,266.90  $3,591  $483.97 5.0% $43

Newcastle  $556,421 6%  $589,806.68  $468,018  $32,138.07  $3,106  $540.24 4.8% $55

Peregian  $460,616 4%  $479,040.64  $398,610  $3,784.14  $4,853  $655.64 5.7% $145

Liverpool  $417,300 5%  $438,165.00  $351,000  $17,526.60  $3,504  $469.87 5.6% -$2

Toowoomba duplex  $642,000 5%  $674,100.00  $539,280  $21,571.20  $5,374  $700.19 5.4% $51

Melbourne townhouse  $580,000 6%  $614,800.00 

 $3,892,817 5.6%  $4,108,237.60  $2,809,260  $122,404.63  $20,428  $2,849.92 5.3%  $292 

  Year 5 starting position

TAX
Personal tax has been reduced by over $20,000 and is now  
being received in the fortnightly pay cheques Peter and Mandy 
receive through a PAYG tax variation.

CASH FLOW

per week.

Year 6 outlook
 Our third buy-and-hold blue-chip property was 
settled in Year 5 in our third state of Australia, while 
the rest of the portfolio continued to move gently in 
the market.

 Peter and Mandy’s portfolio has reached a critical mass 
and the equity is starting to take on a life of its own. 

 Purchase price: $580,000
 Rent: $660 per week, giving us a 6.1% gross rental yield
 

three deals, 
arrangement 

 Finance: As mentioned, this deal was always going to be done 
at 80% LVR for two reasons: being serviceability, and 
the second  

Initial costs
Purchase price: $580,000
Loan (80% LVR): $464,000
Deposit: $58,000 (10% deposit for off the plan)
Purchasing costs: $27,250 (5% of purchase price is rule 
of thumb)
Total cash outlay: $71,250
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Property Old value Growth New value Debt at
90% LVR Avail. equity Weekly 

rent
Yield 

(on value)

Western Sydney  $807,559.20 5%  $847,937.16  $678,349.73  $19,117.73  $–    

Newstead, Brisbane  $504,766.08 7%  $540,099.71  $432,079.76  $28,266.90  $498.49 4.8%

Newcastle  $589,806.68 6%  $625,195.09  $500,156.07  $32,138.07  $556.45 4.6%

Peregian  $479,040.64 5%  $502,992.67  $402,394.14  $3,784.14  $675.31 7.0%

Liverpool  $438,165.00 5%  $460,073.25  $368,058.60  $17,526.60  $483.97 5.5%

Toowoomba duplex  $674,100.00 4%  $701,064.00  $560,851.20  $21,571.20  $721.20 5.3%

Melbourne townhouse  $614,800.00 7%  $657,836.00  $526,268.80  $62,268.80  $690.10 5.5%

 $4,108,237.60 5.6%  $4,335,197.87  $3,468,158.30  $184,673.43  $2,935.41 5.4%

  Year 6 starting position

 We now have seven properties in the portfolio, all below 
80% LVR and positive after tax. 

 Our buying power sits at $890,000, while servicing has 
become our limiting factor, still sitting at $500,000.

 We have reached a critical milestone: the new value of our 
investment properties has reached $4.47m, with a debt 
level of only $3.35m.

 We have reached $1.11m in net equity, the fundamental 
goal we were aiming for: $1m in net investment assets. 

 We are not quite ready to consolidate the portfolio yet, as to 
sell down would result in selling costs and capital gains, so 
we need a bit more time. However, we are well on track and 
will look to move into the consolidation phase within the 
next 12 months, while we drip-feed further properties into 
the portfolio. 

    PROPERTY 7
 
STRATEGY: Equity builder

PURPOSE: We have core properties that we are going to hold 
for the long term in Brisbane, Western Sydney, Melbourne and 
perhaps Newcastle. Now the focus is on eliminating debt. This 
new property is designed to create equity, but ultimately to 
trade to pay down debt in bigger chunks.

LOCATION: Growth market with add-value opportunities

PRICE POINT: $650,000–$750,000

YIELD: 5% is our benchmark

PROPERTY 7 DETAILS:
 Property type and strategy: Duplex build strategy. Through 

the build process we expect to increase our equity on the 
build price by 10%, meaning that upon completion in nine 
months’ time the property will be worth $790,000

 Location: Adelaide
 Purchase price: $720,000
 Rent: $720 per week, giving us a 5.5% gross rental yield
 Ownership: 50/50 arrangement
 Finance: 80% LVR 

Deposit 

Equity release  $217,078.07 

Cash savings  $136,177.38 

Tax refund  $20,428.00 

CASH  $156,605.38 

EQUITY  $217,078.07 

SERVICING  $600,000.00 

BUYING POWER  $1,494,733.81 (80% LVR)

Initial costs
Purchase price: $720,000
Loan (80% LVR): $576,000
Deposit: $144,000 
Purchasing costs: $36,000 (5% of purchase price is rule 
of thumb)
Total cash outlay: $180,000

Year 7 outlook
 It is time to move into the consolidation stage of the 
portfolio. Our equity position is strong but servicing is  
limited, at $450,000, due to the increase in the portfolio 

calculated 
as if our interest rate sits at 6.5%.

 We will begin selling down in order to move forward. 
The properties on the chopping block are the duplexes in 
Toowoomba and Peregian. Each of these has already served 
its purpose, either through equity creation or yield, and can 
be sold to take the portfolio to its next stage. 

 The other trading properties – Liverpool, Newcastle and 
Adelaide –  at this point.

 Toowoomba will be placed on the market and sold for 
$730,000. After capital gains tax of $38,076, selling costs 
of $18,250 and legal costs of $2,000, we are left with a net 

4.

 Peregian will be placed on the market and sold for 
$523,000. After capital gains tax of $14,918, selling costs 
of $13,077, and legal costs of $2,000, we are left with a net 

 This gives us a total of $183,243 in cash and effectively 
frees up $900,000 of serviceability. 

 We will use this cash for the majority of the deposit for our 
next deal and access the rest from equity in the portfolio. 
This deal is designed to create cash to eliminate the debt of 
our core portfolio in the future.

 At this point, we will stop accessing equity from our core 
properties, including Brisbane, Melbourne and Newcastle.
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 Along with the remaining equity from the last equity 
increase we achieved, plus our ongoing savings and 
refunds from tax as well as cash from property sales, 
we will only be required to pull out approximately 
$112,000 of equity, which we will take from the more 
recent duplex deal in Adelaide. This will give us a total 
equity/cash position of around the $350,000 mark for 
the next deal.

   PROPERTY 8
 
STRATEGY: Equity builder

PURPOSE: Fourplex build

LOCATION: Growth market with add-value opportunities

PRICE POINT: $800,000–$1.1m

YIELD: 5% is our benchmark

PROPERTY 8 DETAILS:
 Property type and strategy: Build strategy for a fourplex 

of units. Through the build process we expect to increase 
our equity on the build price by 18–20%, effectively 
meaning that upon completion in nine months’ time the 
property will be worth approximately $1.18m–$1.2m

 Location: Outskirts of Melbourne
 Purchase price: $1m 
 Rent: $1,200 per week, giving us a 6.2% gross rental yield
 Ownership: Family trust structure
 Finance: 70% LVR 

 
Initial costs
Purchase price: $1m
Loan (70% LVR): $700,000 
Deposit: $300,000 
Purchasing costs: $50,000 (5% of purchase price is rule 
of thumb)
Total cash outlay: $350,000

Year 8 outlook
 While completing the build of the fourplex in Melbourne, 
we will sell the Newcastle property we have held since Year 
1. Although it is in a strong area and could represent a solid 
long-term investment, for the greater good of the portfolio 
we will liquidate it to free up further cash and servicing.

 Being in the consolidation phase, our focus is on creating 
equity to eliminate debt, but we are still open to having 
more buy-and-hold properties if they serve a purpose.

   PROPERTY 9
 
STRATEGY: Equity builder

PURPOSE: Splitter block in 20km radius of CBD location

LOCATION: Growth market in Perth, with add-value 
opportunities 

PRICE POINT: $800,000–$1.2m

YIELD: 5% is our benchmark on end value

PROPERTY 8 DETAILS:
 Property type and strategy: Subdivision and build strategy 

for a separate house. We expect to increase our equity on the 
build price by 18–20%, meaning that upon completion in nine 
months, the property will be worth approximately $1.17m

 Location: Perth
 Purchase price: $980,000
 Rent: $950 per week, giving us a 5% gross rental yield
 Ownership: Family trust structure
 Finance: 70% LVR 

Initial costs
Purchase price: Land $500,000; build $480,000
Loan (70% LVR): $700,000 
Deposit: $294,000
Purchasing costs: $49,000 (5% of purchase price is rule 
of thumb)
Total cash outlay: $343,000

  Year 7 starting position

Deposit 

Remaining equity  $32,078.07 

Equity release  $112,320.00 

Cash savings  $165,249.40 

Tax refund  $35,652.00

Cash from sale
 $183,243.00 
(sale of Toowoomba 
and Peregian this year)

CASH  $384,144.40 

EQUITY  $144,398.07 

SERVICING  $450,000.00 

BUYING POWER  $1,510,121.33 (70% LVR)

Property Old value Growth New value Debt LVR Avail. equity Weekly 
rent

Yield 
(on value)

Western Sydney  $847,937.16 6%  $898,813.39  $263,599.73 29%  $–    $–    

Newstead, Brisbane  $540,099.71 5%  $567,104.69  $432,079.76 76%  $–    $498.49 4.6%

Newcastle  $625,195.09 5%  $656,454.84  $500,156.07 76%  $–    $556.45 4.4%

Peregian (TO SELL)  $502,992.67 4%  $523,112.38  $402,394.14 77%  $–    $675.31 6.7%

Liverpool  $460,073.25 6%  $487,677.65  $368,058.60 75%  $–    $483.97 5.2%

Toowoomba duplex 
(TO SELL)  $701,064.00 3%  $722,095.92  $560,851.20 78%  $–    $721.20 5.2%

Melbourne 
townhouse  $657,836.00 8%  $710,462.88  $526,268.80 74%  $–    $690.10 5.1%

Adelaide duplex  $720,000.00 7%  $860,400.00  $688,320.00 80%  $112,320  $720.00 4.4%

 $5,055,197.87 5.5%  $5,426,121.74  $3,741,728.30 71%  $112,320  $4,345.51 5.1%
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Year 9 portfolio Deposit 

Remaining equity  $–

Equity release  $–

Cash savings  $100,868.79 

Tax refund  $34,574.00 

CASH  $135,442.79 

EQUITY  $–

SERVICING  $450,000.00 

BUYING POWER  $386,979.41  (70% LVR)
  Year 9 starting position

Property Old value Growth New value Debt at 
90% LVR LVR Avail. 

equity Weekly rent Yield 
(on value)

After-tax 
cash flow

Western Sydney  $961,730.33 6%  $1,029,051.45  $678,349.73 66%  $–    $–     

Newstead, Brisbane  $432,079.76 5%  $613,380.43  $432,079.76 70%  $–    $528.85 4.5%  $56 

Liverpool  $521,815.08 6%  $558,342.14  $368,058.60 66%  $–    $513.44 4.8%  $59 

Melbourne townhouse  $774,404.54 8%  $844,100.95  $774,404.54 92%  $–    $732.13 4.5%  $22 

Adelaide duplex  $920,628.00 7%  $985,071.96  $736,502.40 75%  $–    $741.60 3.9% -$101 

Melbourne fourplex  $1,230,000.00 5%  $1,291,500.00  $700,000.00 54%  $–    $1,200.00 4.8% -$46 

Perth splitter bloci  $980,000.00 6%  $1,038,800.00  $686,000.00 66%  $–    $950.00 4.8%  $67 

 $5,820,657.71 6.2%  $6,360,246.93  $4,375,395.03 70%  $–    $4,666.02 4.5%  $57

Per annum     $242,632.80                       $2,964

Deposit 

Remaining equity  $-   

Equity release  $-   

Cash savings  $173,863.48 

Tax refund  $35,652.00 

CASH/EQUITY  $209,515.48 

Property Old value Growth New value Debt LVR Avail. equity Weekly rent Yield (on value)

Western Sydney $1,029,051.45 6%  $1,101,085.05  $678,349.73 62%  $–    $–    

Newstead, Brisbane $613,380.43 5%  $650,183.26  $432,079.76 66%  $–    $513.44 4.1%

Liverpool $558,342.14 6%  $597,426.09  $368,058.60 62%  $–    $498.49 4.3%

Melbourne townhouse  $844,100.95 8%  $886,306.00  $526,268.80 59%  $–    $710.80 4.2%

Adelaide duplex  $985,071.96 7%  $1,034,325.56  $688,320.00 67%  $–    $741.60 3.7%

Melbourne fourplex  $1,291,500.00 5%  $1,356,075.00  $700,000.00 52%  $–    $1,200.00 4.6%

Perth splitter block  $1,038,800.00 6%  $1,101,128.00  $686,000.00 62%  $–    $978.50 4.6%

 $6,360,246.93 6.2%  $6,726,528.95  $4,079,076.89 61%  $–    $4,642.83 4.3%

  Year 10 starting position

W

 

 K  

-

Property Sale price Commission 
(to agent)

Legal 
costs

Tax payable
(capital gains)

 Loan 
(to pay out) Cash in hand

Melbourne fourplex 1,437,439.50 35,935.99  $2,000  $89,836  $700,000.00  $609,667.51 

Adelaide duplex pair 1,086,041.84 $27,151.05 $2,000  $77,041  $736,502.40  $243,347.39 

Perth splitter block 
(One side only) $583,597.84 $14,589.95 $2,000  $37,761  $343,000.00  $186,246.89 

 Total cash  $1,039,261.80 

  Properties for sale

 S

 

Year 10 portfolio
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  End portfolio

HOME

Property Value Debt LVR

Western Sydney – Home  $1,178,161  $184,599.73 16%

NET INVESTMENT PORTFOLIO  $2,212,514.70 

CASH IN BANK  $209,515.48 

INVESTMENT PORTFOLIO

Property Value Debt LVR Weekly rent Yield (on value) After-tax cash flow (weekly) After-tax cash flow (pa)

Newstead, Brisbane  $689,194.26  $–   0%  $561.05 4.2%  $426  $22,152 

Liverpool  $639,245.91  $–   0%  $544.71 4.4%  $341  $17,732 

Melbourne townhouse  $930,621.29  $287,144.60 31%  $776.71 4.3%  $278  $14,456 

Perth splitter block  $583,597.84  $343,000.00 59%  $503.93 4.5%  $233  $12,116 

 $2,842,659.30  $630,144.60 22%  $2,386.40 4.3%  $1,278  $66,456 

As you can see, we will come out with $1,039,261.80 in cash to use for debt reduction on the properties we intend to keep, 
including Newstead in Brisbane, the Melbourne townhouse, Liverpool, and half of the splitter block in Perth – four properties 
in four states. Let’s see how this plays out: 

 We use the cash to eliminate the debt on Newstead and Liverpool completely, so these are now owned outright.
 With the remaining $287,000 we pay down the debt on the Melbourne property to only $287,000, which is a 31% LVR.
 We leave the property in Perth alone, sitting at a 59% LVR.
 If we wanted to reduce the Melbourne property debt further, we could of course sell the property in Perth and clear another 
$180,000, which would obviously bring the debt down substantially, but I don’t feel there is any need to do this. 

Here is how the portfolio looks now:

Todd Polke is Positive Real Estate’s head property 
investment coach for the NSW team.

Disclaimer: The information provided is of a general nature only 
and should be considered as general education only. Readers should 
not act on the information above without obtaining advice from a 

A lot has been accomplished during this 10-year period, which 
I will set out below:

 The owner-occupier home is down to $184,000, and we 
have $200,000 in cash, which we could use immediately if 
we wanted to pay this debt off completely.
 Peter and Mandy have two properties owned outright and 
another two at relatively low LVRs. The portfolio is cash 

positive by $66,000 per annum, which is more than 
the average income in Australia of $57,980 (ABS).
 Peter and Mandy have reduced their tax to practically zero.
 Mandy now has the option to quit her job if she wants to 
and Peter can reduce his hours, while they maintain the 
same standard of living they are used to, and potentially 
moreso because their own home at this point is costing 
them nothing.
 We have been active in managing the portfolio, meaning 
we have focused on creating equity when going into deals, 
shifting around the country to take advantage of various 
growth cycles, and taking equity out and trading properties 
to keep the portfolio moving forward. Having said that, 

harder if we wanted to, 
growth rates averaged at 5.9% growth per annum and rental 

This balanced strategy and conservative but active approach 
has set up a quality portfolio that will continue to grow into 
the future, ultimately providing Peter and Mandy with more 
and more opportunities to live out the life they truly want, 
unlimited by income.   

http://www.yourinvestmentpropertymag.com.au



