Exit
Strategies
for Property
Investors
It is hard to believe that we need to have
a focus on our home loan exit strategy
before the age of 50.
While the majority of the Australian population retires
while they still have a mortgage, it makes sense that
lenders are cautious of older borrowers.
It is not uncommon for Australians to retire and have to
turn to their superannuation to repay their mortgage
debt.

-

So instead of living our super when we stop working,
most of us use some, or all, of our superannuation to pay
out our home loan.
With our parents living longer, we cannot rely on an
inheritance to be the saviour for repaying our mortgage
before giving up work.
Sure we can continue part time employment, sell down
our share portfolio and other personal investments, tap
into a reverse mortgage or even down size to smaller
accommodation, but many of us still do not have a clear
exit strategy for financial independence.
As a property investor, having a clear exit strategy is
particularly important - especially for those over 50.
To create a successful exit strategy, you need to have
clear financial goals for the end of your working life.

STEP ONE
Decide what you want your financial position to be.
Do you want to:
-

Be Financially Free? – no debt, home loan repaid,
have enough passive income (without the
dependence of government pension or support)
to continue your preferred retirement lifestyle.

Be Cash Solvent? – having enough cash supplies to
survive your retirement years.
Remember we are living a lot longer now and cash
returns are very low.

-

Have A Large Equity Base? – allowing you to sell off
properties as you require more cash in retirement.

Your exit strategy will be determined by your end financial
goal, life expectancy and living requirements.
Here are three common exit strategies used by
professional property investors.

1. SELL YOUR PORTFOLIO
If you purchase well-chosen investment property with the
potential to double in value every ten years, this strategy
could be appropriate for you as you will only need to
retain the property for one growth cycle and then sell. The
proceeds can be used to pay off your family home or fund
your retirement.
It is important to remember that when using this strategy
you will be required to pay capital gains tax (CGT) when you
eventually sell.
It is also worth noting there is no guarantee that any property
will double in value, no matter how carefully it was chosen.
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2. LIVE OFF YOUR RENTAL INCOME
This strategy is all about buying and holding properties
for the long term. The goal is to buy property that will
eventually become neutral or preferably cash flow
positive. The aim is to increase your future rental yield to
be used as your retirement cash flow.

Once one investment property is paid off, you focus on
paying off the next one.

The idea is to add more properties to your portfolio as the
equity increases in each property over time and use the
rental income to cover the interest on your mortgages.
The ongoing investment in additional properties is
designed to provide you with more equity over time to
continue investing and using the passive income to pay
off your home loan.

Our role as your finance specialist is to help you
understand your financial big picture and create an exit
strategy that suits your goals, budget, timeframe and
lifestyle.

The world of property investing can sometimes feel
overwhelming and uncertain.

Speak to us today about your home loan exit strategy.

3. PAY OFF ONE PROPERTY AT A TIME
After paying off your home loan debt, you can improve
your exit strategy by focusing on paying down your
investment property debt, one at a time, by changing your
investment property loan from interest only to principal
and interest. This will allow you to pay off as much of the
principal as possible, while hopefully gaining equity as the
property increases in value. For faster results, you could
attach an offset account so any additional rent will offset
the interest payable.

Disclaimer: This article provides general information only and has been prepared without taking into account your objectives, financial situation or needs. We recommend that you consider
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