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Real Estate Investment:
Why Real Estate?
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Within carefully considered markets, investment in real estate
has a well-deserved reputation for combining stability with the
potential for excellent yields and returns, particularly over the
long-term, where it often enjoys far less price fluctuation than
other alternative investments. The stability of property makes it
a compelling choice around which to build a strong and stable
investment portfolio.
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As people seek to improve
their living env:ronment, there
will be continuous demand for
res:dentlal property. Investment
in real estate market should
have reasonable prospects in
the long run. 1

-Lee Ka-shing
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Portfolio Diversification
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Creating a diversified investment portfolio has always made
sound financial sense. Real estate offers opportunities, returns
and a level of reliability that make it an unparalleled asset
with which to de-risk an investment portfolio. Buy-to-let
international real estate has become a popular alternative
investment.

Major benefits are:

»Equity growth - as you pay down the mortgage and as your
property, ideally, appreciates in value, you will build up equity.
Equity is a tremendously valuable asset. You can withdraw
from it if you need to, pass the wealth on to heirs or, better yet,
borrow against it to secure additional property.

»Long-term stable investment - in most cases, rental
property is an appreciating asset. While it's true that property
is subject to peaks and dips in the market, when you take

a long-term view, property value usually recovers and is
consistently increasing.

»Rental income - buying property and renting it out will
generate cash flow each month. One of the key benefits that
makes a rental property so valuable is that it can serve as
both an immediate source of income as well as a long-term
investment for the future.
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Tycoon Li-Ka Shing started with some

well-timed property investments that

cemented his wealth.
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Retirement Planning
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Rental properties are a great way to fund part or all of your
retirement. They produce steady, predictable income without

depleting your principal. They also have many tax advantages
and other benefits for retirement.

An investment equity of HKD20M in rental properties (for
example, two to three unleveraged buy-to-let two-bedroom
apartments) would generate a minimum of HKD600,000
rental income per year (HKD50,000 per month) assuming the
properties are at a 3%* rental yield. By leveraging the capital to
secure a mortgage against the property in a low interest rate
environment, it helps to build a property portfolio, it would also
amplify the investment return.

*Subject to market conditions and the development, all carrying costs are not
taken into account
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Children’s Education Fund
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You can use property as part of a broader savings strategy to
help cover the costs of your children’s education. Property can
help to top up your existing wealth to make sure your child
leaves higher education in good financial shape.
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Take a UK property investment, for example:
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Property Price | Deposit Upon Deposit Upon Mortgage Month Payment | Rental Income Gross Yield | Value in 10 Capital Gains
At Sale Reservation Completion (at 65% LTV) FAEMR Each Month EUaE= years after 10 years
BEFEEN FHTEY 24T B TR (T IEIRETRR (interest rate FNANESWRE (5% growth 10FEFMEL
(15%) (20%) IR ELE R 4%* for 25 years) per annum) Wz
(BTMMNMELER (FIZER 4%* 25%) 10ERRNE
65%) (S5E-5%H1E
)
GBP250,000 | GBP37500 GBP50,000 GBP162,500 GBP858 GBP1,042 5% GBP407,200 | GBP157,200
GBP500,000 | GBP72,000 GBP100,000 | GBP325,000 | GBP1,715 GBP2,083 5% GBP814,400 | GBP314,400
*Subject to individual status and market conditions.
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Many property purchases can be intelligently structured to
take advantage of tax benefits that aren't available for other
investment vehicles, further strengthening your ability to
maximise the potential of your available capital. Harris Fraser
can provide recommendations from our preferred tax advisors.
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CURRENCY DIVERSIFICATION

Aswith investment diversification, investing in overseas property
provides the opportunity to diversify your currency exposure.
Many people only consider the cost of property at the point of
transaction — a strong dollar will buy more of the local currency,
so fewer dollars make up the purchase price. But don't forget
the value of the property is also accumulated in local currency,
so it amplifies the returns not only from capital appreciation but
also the growth of currency if the market goes well. If you have
rental income where the currency rate is favourable, it provides
additional foreign exchange benefit.

ABILITY TO HAVE YOUR CHILDREN LIVE IN YOUR HOME
WHILE THEY STUDY ABROAD

If your children study overseas, the idea of renting for that
time may not appeal, whether your children would be living in
student accommodation or a private apartment. For example,
the total average cost of studying in the UK is estimated to be
at least GBP22,200 per year, while studying in London can be
significantly more expensive. School fees continue to rise by an
average of 3-5% every year in the UK and the US, while rents
are also rising. So buying a property, apart from the benefits
mentioned above for an education fund, could also be used as
a buy-to-let for your child. Instead of student accommodation
costs being an outlay, they effectively become an investment in
themselves. Also, having a local property would avoid additional
costs for currency exchange.

A word of caution, though — property is a long-term investment
and it's best to only do this if there's a strong investment case
behind it, otherwise you could be saddling yourself with a
liability, not an asset.

FOREIGN PROPERTY OWNERSHIP

When investing in overseas properties, investors are looking for
a better type of legal land ownership such as long leasehold or
freehold properties.

With UK property, for example, new-build properties will often
have 999-year leases or freehold title ownership. Each market
is different and property ownership and additional carry costs/
ground rents vary. It is best to consult your advisor when looking
into particular real estate projects.

Overseas Property Vs Local Property
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How do we select real estate projects?
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We connect with reputable international property developers to provide our clients with the best overseas property

investment opportunities. How do we select real estate projects?
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DUE DILIGENCE

We only work with trusted developers who have a strong
track record. We conduct detailed and thorough due
diligence on the developer and carry out our own market
analysis as well as site inspections before we select a project
to introduce to our clients.

LOCATION

We only work with trusted developers who have a strong
track record. We conduct detailed and thorough due
diligence on the developer and carry out our own market
analysis as well as site inspections before we select a project
to introduce to our clients.

APPRECIATION

Like any other form of investment, it is important to think
about the investment period and have an exit strategy.
We select our real estate projects with consideration for
the global and local property market performance. Our
real estate services are aimed at providing investors with
optimum returns and capital appreciation over a mid- to
long-term period.

Post-Sale Service
LETTING AND MANAGEMENT SOLUTIONS

When investing in real estate abroad, property management
services with efficient lettings ensure maximum gains and
returns. For all of our projects, post-sale service is provided
either by the developers themselves or by a reliable third
party. These services include snagging and defect inspections
against developer specifications; collection of keys, warranties
and statutory documentation; rent analysis; advertising for
tenants in various media; meeting and property viewing with
potential tenants; credit checks and management of tenant
selection process; rent collection; dealing with any tenant
complaints; and general day-to-day property management.

To find out more about your real estate investment
solutions. Please visit our website at
www.harris-fraser.com
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Risk warning/ Disclaimers

This publication is a promotional material. It is for your information only and is not intended as an offer, solicitation of an offer, public advertisement
or recommendation to buy or sell any investment or other specific product. Its content has been prepared by our staff and is based on sources of
information we consider to be reliable. However, we cannot provide any undertaking or guarantee as to it being correct, complete and up to date.
The circumstances and principles to which the information contained in this publication relates may change at any time. Once published, therefore,
information shall not be understood as implying that no change has taken place since its publication or that it is still up to date. The information in this
publication does not constitute an aid for decision-making in relation to financial, legal, tax or other consulting matters, nor should any investment or
other decisions be made on the basis of this information alone. It is recommended that advice be obtained from a qualified expert. Investors should
be aware that the value of investments can fall as well as rise. Positive performance in the past is therefore no guarantee of positive performance in the
future. The risk of price and foreign currency losses and of fluctuations in return as a result of unfavorable exchange rate movements cannot be ruled
out. There is a possibility that investors will not recover the full amount they initially invested. We disclaim without qualification all liability for any loss
or damage of any kind, whether direct, indirect or consequential, which may be incurred through the use of this publication. This publication is not
intended for persons subject to legislation that prohibits its distribution or makes its distribution contingent upon an approval. Any person coming into
possession of this publication shall therefore be obliged to find out about any restrictions that may apply and to comply with them.

SFC CE Number AAX743
MPF Registration Number ICO00878
Regulated by Insurance Authority
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