
THE 4+3 INVESTMENT 
FORMULA  
Too many investors have properties that are losing them money when they could be building a 
multi-property portfolio with positive cash flow
BY MICHAEL FULLER

 L
 ast month, 
I showed 
you how 
Boomtown 

(boomapp.com.au) 
makes scientifically 
gauging a suburb’s 
capital growth 
potential a breeze.
Now, let’s take 

a look at some 
important principles 
and attributes – the 
4+3 formula – all 
investors should 
follow as a basis 
for building a 
solid portfolio.
The Australian 

Taxation Office 
(ATO) said 1.8 million 
property investors 
lost over $13.3 billion 
in the 2010/2011 
financial year. This 

hotspotcentral.com.
au/spi and we’ll send 
you the Cheapest 
suburbs with biggest 
discounts report.
Experienced 

investors acquire 
brand new property 
at cost price by 
cutting out the selling 
agent and developer 
profits. This could 
equate to as much 
as 20 per cent off the 
market valuation. 

PRINCIPLE 2: 
Use as much of other 
people’s money or 
leverage as you can
Use the banks’ money 
to ‘acquire’ the saving 
above and then 
use the saving as a 
deposit to hold the 

property and recycle 
your own cash into 
the next purchase 
without waiting 
for the market to 
move. Let the tenant 
pay the costs while 
you control the 
property, and then 
accumulate equity.

PRINCIPLE 3: 
Make sure your 
portfolio pays 
for itself
Less than one per 
cent of investors 
own more than six 
properties – the 
minimum required to 
retire comfortably.
Your property 

portfolio must 
generate an income 
after costs, otherwise 
your portfolio will 
stall. One negatively 
geared property 
can stop the whole 
process as you use 
up your borrowing 
capacity. At the very 
least, offset negatively 
geared properties 
with positively geared 
properties so that 
your portfolio is 
neutral or positive.
Check out 

this free daily 
webcast at 
hotspotcentral.com.
au/spi where I explain, 
using an actual case 
study, how saving 
$126,000 off the 
purchase price of a 
$420,000 property 
can accelerate the 
growth and income in 
a portfolio.

PRINCIPLE 4: 
Take maximum 
advantage of the 
tax laws
Despite all the tax 
incentives available, 

TOP TIP: 
LET THE TENANT PAY THE COSTS 
WHILE YOU CONTROL THE PROPERTY 
AND THEN ACCUMULATE EQUITY

situation would 
change dramatically 
if everyone 
followed the 
principles below.
Professional 

investors agree that 
a good property 
portfolio must 
generate an actual 
profit immediately 
from net rental 
income. This 
income funds the 
holding costs of the 
properties while 
they appreciate 
in value. 
At the minimum, 

successful investors 
follow four key 
principles and 
develop three 
personal attributes 
to make this happen 

– hence the 4+3 
investment formula.

PRINCIPLE 1: 
Buy property for less 
than you can sell it
This is what 
Warren Buffett 
does when 
buying companies. 
You can use 

boomapp.com.
au to search for 
all suburbs where 
vendor discounting is 
high and the capital 
growth potential is 
trending up. 
There are hundreds 

of suburbs with a 
high capital growth 
potential and where 
vendors are offering 
discounts upwards of 
10 per cent. Sign up at 

Michael Fuller, 
founder, 
Hotspotcentral

investors still paid 
over $10,000 per 
property on average 
in 2010/2011. 
The novices are 
clearly funding 
the professionals. 
Smart investors 
use rental income 
to fund capital 
appreciation that, in 
turn, can be used as 
a tax-free income 
at retirement. 
In the spirit of 
attribute number 
three, get a good 
property accountant 
to set up a tax 
efficient structure.
There are three key 

attributes you need 
to obtain to make 
sticking to the four 
principles possible.

ATTRIBUTE 1: 
Time
One of the big 
misconceptions 

about property 
investment is 
it takes a huge 
amount of time. Like 
anything, property 
investing will be 
all-consuming 
if you try to do 
everything yourself. 
Hotspotcentral.com.
au has thousands of 
prospective investors 
using its data and 
research guides to 
save time, and yet 
those investors we 
deem ‘successful’ 
aren’t that interested 
in our research 
tools, but more how 
they can leverage 
our time (and our 
partners’ time) for 
their benefit.

ATTRIBUTE 2: 
Money
Be realistic about 
your financial 
capacity but do not 

be restricted by it. 
I’m referring here 
to using your 
money efficiently so 
that you can hold 
more property with 
fewer funds. 
The ability to 

buy below market 
value (wholesale), 
add value (force 
appreciation) and 
then hold on an 
enhanced yield is an 
important mix. Leave 
one out and you 
are back with the 
rest, paying $10,000 
each year. 

ATTRIBUTE 3: 
Expertise
Expertise and 
experience comes 
from doing things 

successfully, but 
you have to start 
somewhere. That 
‘somewhere’ comes 
from investing in 
your education and 
getting alongside 
someone of 
considerable  
experience who can 
advise and guide 
you, and who will 
let you leverage off 
their expertise. 
For example, our 

small residential 
developments 
involve pooling 
the knowledge of 
buyer’s agents, 
architects, engineers, 
builders, town 
planners, developers 
– the list goes on. 
Our clients get to 
‘learn while they 
earn’, and the banks 
fund half the costs 
that the investor 
would otherwise not 

obtain without the 
requisite experience. 
Property development 

is one of the most 
efficient means of 
building a portfolio, 
but it requires 
considerable time, 
money and expertise 
– and it operates on all 
four principles.
Stick with the 4+3 

formula and you will 
do well. It is easier 
said than done, but 
entirely possible. n 

Negatively geared 
properties can 
stop you from 
growing your 
portfolio

YOU COULD SAVE 20% OR $126,000 ON 
YOUR NEXT $420,000 PROPERTY…

Disclaimer: The Information provided is for education purposes 
and does not constitute an offer of any kind whatsoever.

REVEALED by Australia’s leading  
independent research technology  
company behind the DSR Score  
and Boomtown. 

DISCOVER how you could reduce the price you pay for your 
next investment property by as much as $126,000 AND 
turbocharge your portfolio using the savings to fund the 
deposit for subsequent purchases.

find your own investment hotspot for FREE using 
Boomtown (DSR Score) in this handy app that does 
all the analysis for both beginners and experts. 

BOOK YOUR SEAT ON A FREE DAILY WEBCAST…MORE THAN 
1,172 VIEWINGS SO FAR…HOTSPOTCENTRAL.COM.AU/SPI.

PLUS

…FIND OUT 
HOW (FREE DAILY 

WEBCAST)

   DISCOVER HOW TO GET  
INSTANT CAPITAL GROWTH
IN THE HOTTEST DSR LOCATIONS
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