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There are many types of finance available these days with 'JV' or joint venture 

partners, angel funding, bridging loans, commercial finance companies, banks, 

independent mortgage companies and even, dare I say it your parents' savings.  

 

And although a bridging loan or the angel finance route might prove to be more 

costly than borrowing from a family member in principle they will all work similarly. 

It's often only the interest rates that differ. Borrowing £75,000 from your parents 

will no doubt come with a lower interest rate attached than that of an angel funder. 

 

For the purpose of continuation, I will assume that the only difference is in-fact the 

interest applied to the loan and that you are appropriately equipped to alter the 

figures accordingly. 

 

In my demonstrations below, I will use the route taken by leveraging a standard 

mortgage company loan 

 

 

This time that's us talking; this isn't so much an example as it is a statement.  

We politely intend on gently guiding you to leverage others, but also by adopting our 

no-nonsense approach; we are categorically telling you to do so! 
 

Certain terms within this industry really excite, they help us to understand why we 

do what we do. We've already talked about the property cycle, you'll hear us talk 

about Return On Investment (ROI) in this lesson and others, we'll repeatedly 

mention passive income (because it's amazing), and you'll hear terms like cash flow, 
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capital growth, compound interest and exponential growth. Oh yes, that's why we 

do it!!  
 

These are all great terms they truly are, but leverage is what makes the property 

investment business accessible to all. By using leverage, we are able to scale our 

businesses faster. 

 

Ok, this one is easy to explain. If you buy a property outright, say at £90,000, you'll 

need to wait, wait a bit longer and then wait some more in order to build up your 

capital to repeat the process. We would estimate with maintenance; this would take, 

conservatively 17 years to repeat. 

 

IF however, we use leverage on the purchase you'll only have to use (without fees, 

which we discuss in depth later on) a mere £22,500 of your capital (based on 75% 

leverage, which is typical). 

 

So what does this mean? Well, it means that you can buy 4 properties with your 

£90,000 (excluding fees for demonstration purposes) which in turn helps you accrue 

your capital quicker, enabling you to buy more properties at a much faster rate.  

Now, taking the same conservative approach as above, you could buy another 

property in approximately 2 years NOT 17. Furthermore, because of this extra 

revenue, this now gets slightly faster until the growth eventually becomes 

exponential. SEE THE DIFFERENCE?  

 

No problem if you're not fully following this, we will demonstrate the figures showing 

your ROI at the same time. 

 

All based on a purchase price of £90,000 using 25% contribution and therefore a 

massive 75% leverage again we will exclude all fees for the ease of demonstration. 

We are using an interest-only mortgage product which is generally the case with 

modern investing. 

 
 

Your outlay       £90,000 

Leveraged      £0 

Typical rent per annum    £6000 

Yearly profit minus contingency @15%  £5100 

Years to accrue repeat capital   £90,000 / £5100    = 17.6 years  

ROI (annual rent divided by capital x 100) £6000 / £90,000 x 100    = 6.6%  
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Your Outlay      £22,500 

Leveraged      £67,500 

Typical rent per annum    £6000 

Yearly profit minus contingency @15%  £5100 

Yearly profit minus mortgage payments   £2796 (circa 3.414%) 

Yearly profit on 4 purchases   £11,184 

Years to accrue repeat capital   £22,500 / £11,184    = 2.01 years 

ROI (annual rent divided by capital x 100) £14784 / £90,000 x 100    = 16.42% 

 

There are a few things to note here: 

 

• Your ROI has more than doubled, initially. In-fact its nearly trebled   

• Your cash flow is allowing you to repeat the process far quicker 

• Even if we completely ignored Einstein, compound interest and exponential 

growth and only bought 1 property every 2 years, you would be able to buy 

another 8 properties over the 17 year period 

• We would own 12 properties instead of 2 talking the accrued rent to 

(excluding inflation and other factors) £33,552/ year in year 17 as opposed to 

£12,000/ year 

• If you factored in compounding and exponential growth, then this figure is 

likely to explode 

• Remember these extra (incredibly conservative) 8 properties have all been 

purchased with profit accrued from your initial £90,000.  

• This takes your ROI up to 37.28% did we mention incredibly conservatively 

• Even if we only decide to apply the compound laws in year 8, we are then at 

a point whereby we can buy 1 property every year from our profits meaning 

and again ignoring the formula would own 16 properties by year 17. 

Therefore, £41,940 / year otherwise expressed as almost 2 properties/ year 

from profit. I think you get it now! 

• In real terms, you would not be able to purchase another property for cash in 

17 years' time as capital growth would most likely prevent this. 

 

The maverick approach? No not at all, yes it is slightly riskier than opting for a 

repayment product, in the same way opting for repayment is riskier than purchasing 

for cash. 
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If you want growth within your portfolio or you want your money to go further than 

this is just the modern way of investing. The industry moves swiftly and has 

changed so much in recent times; this method is simply the smart way to invest. It's 

not a fad; it's not the maverick way, it's not what the 'risk-takers' do, and as I will 

explain, it's nowhere near as risky as you think is. 

We have explained the property cycle, and we all know that there is a better than 

average chance that the price of the property is going to increase significantly over 

the term of a mortgage, usually 25 years. So couple the growth of the property with 

inflation and we have our comfort zone. 

 

£90,000 property in 25 years, even if this only increases by 20%, which would be 

really hard to believe, then the property would be worth £108,000. 

Remember we don't owe £90,000 but rather £67,500. 

 

With inflation, how much do you think £67,500 will be in 25 years? 

Yes, ok, still £67,500 but what would its worth be? 

 

Put it this way, with inflation £67,500 in 1993 (25 years ago at time of writing) 

would be £133,000 today, almost double!! 

 

A £90,000 property in today's market 25 years ago in our local area was worth 

£24,000 as an equivalent which would mean if you purchased this at a 75% loan to 

value back, then you would owe £18,000 now.  

 

Meaning for every one house that you sell you can pay off five others at the same 

value and think of the cash you've had out of this house over the 25 years 

 

According to the Nationwide the average purchase price of a property in 2017 was 

£212,000 in 1992 (25 years ago) it was £50,500. Here it comes…. £50,500 at 75% 

LTV 25 years ago is £37,875 today, meaning that the sale of two properties would 

pay off 11 others at that value. Leaving you with all that cash flow on the remaining 

properties AND NO MORTGAGE – FOR LIFE. 

 

We are not even going to mention re-mortgaging to release capital after growth in 

order to fund further purchases, all adding to the pot, well not really, we kind of just 

did. 

 

Ok, that's enough on mortgages, if you really need further convincing to leverage 

and to leverage smart then get in touch with us.  
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Here's a summary of this lesson and your next steps to take ACTION! 

You must take action right now. Go! Go! Go! 

 

 

Leverage is what makes the property investment business accessible to all. By using 
leverage, we are able to scale our businesses faster. 
 
It means that you can buy multiple properties with your initial cash outlay which in 
turn helps you accrue your capital quicker, enabling you to buy more properties at a 
much faster rate. 
 
If you want growth within your portfolio or you want your money to go further than 
interest-only mortgages is simply a smart optional way to invest. It's not a fad; it's 
not the maverick way, it's not what the 'risk-takers' do, it's nowhere near as risky as 
you think is. 
 
 

• Using leverage is a surefire way to grow your business bigger, faster. 

 

• Interest-only mortgages are an optional way to invest capital to grow within 

your portfolio. And who knows what you can do when you free up some 

spare capital. 

 

• With property development, you firstly benefit from capital appreciation – the 

value of your property holdings rising over time. 

 

• Secondly, if you choose to hold onto a property after you've made 

improvements, and rent it out, you benefit from a regular income from 

tenants. 

 

 

 

1.) Do some research an run the numbers on how you can best leverage your 

finance capital compare this with interest-only mortgages. See which better suits 

your situation. 

 

2.) Write out a list of who you could approach to leverage funds and set a time to 

contact them and work through some options. 
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