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Introduction
I bet your parents taught you that you should never retire with debt to your
name. That you should push yourself to the limit to pay off every cent you ever
borrowed as quickly as possible.
What if I told you that you didn’t have to?
That debt could actually be your path to financial freedom. I don’t mean any
old debt. You shouldn’t run up tens of thousands in credit card debt or other
frivolous spending.
But, you should strongly consider taking on good debt to secure your
financial future.
Good debt… bad debt… isn’t all debt the same?
The short (and the long) answer is no. Not all debt is created equally.
There are in fact two kinds of debt - good and bad. Good debt comes from a wise
investment decision, whereas bad debt comes from necessity or bad decisions.
So how can you make these good, sound investments?
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Well, read on and I will give you insight into the way that Good Debt can change
your life. There are 5 points that I will be covering off...

1.

Understanding the difference between good and bad debt you can’t make wise investments unless you know the difference
between the two.

2.

Overcoming your debt dramas - the idea that you should live your
life as debt-free as possible has been ingrained into us all. By simply
shifting your mindset, you can create the dream lifestyle you have
been craving.

3.

Why you should start your investment journey at the right time property investment is a long term strategic plan. The sooner you
get started on your journey, the sooner you can start seeing results.

4.

Understanding the property clock - the New Zealand property
market moves in cycles like clockwork. Understanding how that
cycle can impact property prices and buying potential will ensure
you make a sound investment.

5.

Knowing when to buy - why an anomaly in the property cycle is
making now one of the best times to buy an investment property.

It is time to ditch the negative feelings about debt and dive into a world of
opportunity to safeguard your financial future and to build the kind of life you
want to live.
So, what are you waiting for?

Enjoy,

Ronovationz
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1.

Understanding Good
Debt and Bad Debt

Can there really be a good kind of debt?
Yes, there can.
Understanding whether a debt is considered good or bad will help you to make
educated decisions about your financial future.
There are two kinds of debt:
Bad Debt: Anything that you borrow from any kind of lender that you have to
pay back out of your own personal earnings is considered bad debt. If it cuts into
your income, then it isn’t good.
Good Debt: Money that you have borrowed that pays itself back is considered
good debt. So, if you had an investment property with tenants that paid rent,
their rental payments would cover the cost of the interest on your loan. It would
not cost you anything and over time it would actually start to make you money.

Let’s look at this concept in a practical sense.
A great example to explain how good and bad debt works is to look at a business.
When a business borrows money or uses their overdraft to buy stock, then that is
considered a debt. If they on-sell that stock for a profit, then their debt would be
considered good - it did not cost the business anything. In fact, it actually helped
them to make more money in the long run.
However, if they borrowed money or went into overdraft for items that did not
produce a profit - such as furniture, fittings, or a fancy lunch - then that would be
considered a bad debt. Why? Because it cost the business to buy those things,
but there was no return on their investment.
This same concept applies to investing in property. Buying a home to live in,
while necessary, is not considered a good debt as you have to pay the loan repayments out of your own pocket. However, borrowing money for an investment
property is considered a good debt because it won’t cost you anything - your
tenants will pay the interest on your mortgage for you.
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The Simplicity Of Money
Choosing to take on debt is about understanding the simplicity of money.
Borrowing money is good if it helps you to make more money. On a deeper level,
it is good if the deposit from the money pays for the cost of the good debt and
helps you to invest the balance of the amount owing on the debt.

How Does It Relate To Property?
We have established that any debt you have to pay back out of your own pocket is
considered a bad debt. You have simply traded time for money to pay off a debt.
A good debt is where you have borrowed money and you don’t have to use your
personal income to pay the cost of the debt - such as a tenant paying rent.
Over a long term, you should start generating a profit on the good debt. So while a
good debt is continuing to create a profit or wealth, the practical suggestion is don’t
pay it off. In fact, it would be ideal to borrow more money to make more profit.
Effectively, properties in the right location will increase by roughly 10% per
annum. Plus, you will receive a rental yield of anywhere between 4% and 6% in
today’s market. Although the cost of buying is between 4% and 6% it is still a
no brainer to invest further. That is because over time, your investments will
produce a regular income and profit.

Think about it this way...
If you want to become a millionaire
there are two ways of doing it. You can
work for 40 years of your life (which is
2000 weeks) and save a million
dollars. Alternatively, you could borrow
money for a deposit on an investment
that produces income and makes the
money work for you. Why be a slave to
money when the money can be the
slave to you?
But many people are hesitant to
take this step. It involves a complete
change in mindset. So next we will
cover off how to overcome your debt
dramas.
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2.

Overcoming Your
Debt Dramas

Did your parents tell you that you should retire without any debt hanging over
your head?
Yes, so did mine.
But do you know what that can result in?
Working so darn hard to pay off that debt that you never get the chance to
actually enjoy your life.
Wouldn’t you rather stop working so hard, spend more time with the people that
matter the most, and do the things you want to do?
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This is where the concept of good debt comes in. If you can slightly change your
perception around the idea of debt, then you can build that financially free future.

So where does this idea of needing to be debt free
come from?
Our ideas about debt are long held and deep seated. Many of us have had the
same idea drilled into us from our parents, from the media, basically from the
world… that debt is bad.
Debt gets you into trouble. Debt holds you back from doing the things you want
to do. Debt prevents you from being able to own a home.
These perceptions are old fashioned. They stem from the time of the Great Depression and earlier recessions where debt crippled many families. To prevent
the same disaster from happening in modern times, each and every one of us
was probably schooled that you should never have too much debt.
Boiled right down, this perception of needing to be debt free before you retire stems
from fear. This fear is what ensures the idea is passed onto younger generations and
the perception of doing everything you can to become debt free continues.
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But as we have already learned in the first chapter, not all debt is bad. You just
need to modify your perception.

To be able to change the way you think about debt,
you have to embrace the fact that some debt is good.
That is not a licence to go out and chalk up a massive credit card bill. That would
not be considered a good debt. But, if you have an opportunity to grow the
money that you borrow and create a profit, then that is worth the investment.
You need to remove your own barriers to open yourself up to a world of possibility.
Stop thinking that age is a barrier, or that a certain level of income is a barrier, or
even that pre-existing debt is a barrier. These are self-imposed barriers. With the
right advice and tactics, you can borrow money to invest in property.
And, the sooner you can get started, the better. Let’s take a look at why you
should consider investing in property as soon as possible.
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3.

Why You Should Invest
When Your Income Is High

Let me tell you a little story about the value of investing at the right time.
I recently chatted with a 62-year old gent who holds a good job and owns a
million dollar property with his wife. It’s a beautiful home that they have worked
hard for.
But they still owe $200,000 on it.
Realistically, they are only going to be working for another 5-10 years. There is no
way that they will be able to pay off that sum using only their salary before they
retire. Once they do eventually finish work, they won’t be able to afford the remaining mortgage payments on their pension.
This puts them in the awkward position of needing to sell their beautiful home to
downsize. As they currently live in central Auckland where properties are in high
demand and at a premium price, they will possibly have to move out of the area
too. That means moving away from the life they have built and the friends they
have made.
I asked him, “Do you want to sell your home?”
Of course he didn’t, but he also felt there was no other option for them at their
stage of life.
I had to correct him, there are still plenty of options available to him. Even
though he is in his 60s and closer to retirement age than many, he can still build
a profitable property portfolio even now.
But… he would be in a far better position now if he had of started investing earlier.

Why investing early is good
Referring back to our friend in his 60s who doesn’t want to have to sell his
beloved family home. If by some miracle he did manage to pay off the
outstanding $200,000 on his mortgage, there would be nothing left in the
bank to enjoy retired life.
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So, what is the solution?
We have already learned that property investing is a long term strategy. Let me
explain a little more about how the strategy works…

My story and strategy
15 years ago I bought $7 million worth of properties. And today I still have
$7 million of debt.
Why would I do such a thing?
Because I used that $7 million to make quality investments in central Auckland
properties. Now, those same properties are worth $25 million.
People ask me how I am going to pay off $7 million of debt now that I am
retired. The thing is that it would not be a smart use of my money. Even if I
earned $1 million a year and set the goal to pay the debts back in full, I would not
be able to enjoy the benefits of having such a huge income. The next 20 years of
my life would be miserable.
It is pointless to struggle to pay off the good debt when it is generating a surplus
rental income. Rent rates have more than doubled in 15 years, yet my liability on
the mortgage has never increased. To me, that $7 million was a good debt to
take on as it has generated positive cash flow and the properties have more than
tripled in value.
Because of my investments, I get to enjoy spending time with the people that
matter the most and enjoy my retirement. I will also leave my children and my
grandchildren $7 million of good debt, knowing that my investments will be
worth $50 million in 10 years time.

Starting early
I am enjoying the benefits of the investments I made 15 years ago. Where will
you be in 15 years? Do you want to be in the same sort of position as me, or will
you be in the precarious position of our friend who may have to sell his home
just to financially survive retirement.
The sooner you can begin your investment journey, the sooner you can start
safeguarding your financial future. But in order to make sound investments that
will produce the return you want, then you need to understand a few things. The
first being the Property Cycle.
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4.

Understanding the
Property Cycle

Tick tock, tick tock goes the Property Clock…
Property moves in cycles, just like a clock. And you can gain a lot of insight into
the market by knowing where in the cycle we are currently sitting.
New Zealand has a fairly steady cycle when it comes to property. It takes
around 10 years to complete and we have seen it play out like clockwork for
the last 50 years.
The property clock demonstrates the circular cycle where prices rise and fall at
specific points in the decade. The cycle moves from a Property Boom period,
then slumping to a Recession period, and going through a Recovery period to
once again return to a Property Boom.
The Boom period peaks around the 7th year of the decade, where prices are high
and you should expect to pay a little more for property. Then around 5 years later,
the market hits a Recession period (around the 2nd year of each decade) where
the prices in the market lower. Then it starts all over again!
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How Does It Work?
By anticipating where in the cycle we currently are, you can make an educated
decision about buying an investment property. Let me just say that any time of
the cycle is a good time to invest, you just need to understand how the timing
will impact your purchase.
When the cycle is in recession (between the 8th and 1st years of the decade) and
the prices are dropping, it is considered a buyer’s market. During this time, you
should try to buy any property below market value.
If you don’t get the property you want at the right price, then move on. There will
be another 10,000 properties in a great location that you could choose instead.
In the recovery portion of the cycle (between the 2nd and 7th year of the
decade), buy at whatever price you can as it is considered a seller’s market. Still,
use your head when making a purchase during this period, you don’t want to
overpay and you still want to be in the right location.
Understanding that the Recession period is a time to build cash flow, and the
Boom time is when you get your equity gain takes the element of risk or chance
out of the equation.
The property clock has been operating in this way for quite some time. But right
now there is an anomaly that we have never seen before. That anomaly is making now the best time to buy. Let’s look at it in greater detail...
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5.

Now Is The Best Time
To Buy

The Baby Boomer generation is causing an anomaly in the usually steady
property cycle. But only within the central Auckland suburbs.
According to the Property Clock, New Zealand should be in the Slump period,
meaning that property values should drop or flatten out. However, this slump
period will be different from the previous ones because of the Baby Boomers.
There is a growing shortage of properties in central Auckland. More than 72,000
homes are needed. Yet, houses are only being built at a rate of 15,000 per year.
More people continue to pour into the city at a rate of 1300 a week.
The simple math shows that we are not building enough houses to cope with
the number of people that want to live in the area. And the 1.04million Baby
Boomers heading for retirement are not helping the situation.
In previous versions of the cycle, there was natural attrition out of Auckland. Our
parents and grandparents retired from their city jobs, sold up and moved out of
the area. This left a job opening and a home for the next person
to fill.
But Baby Boomers like you and I are not retiring at 65 like our predecessors. We
are working well into our 70s. If we are really honest about it, we don’t want to
move out of Auckland. We want to remain in our family homes to continue the
lifestyle we know and love. So, we find a way to do it. But that action alone is
contributing to the housing shortage.

What Does It Mean For The Property Cycle?
According to the property cycle, we are due for a recession period. That usually
means a reduction in property prices, lower employment rates and less
confidence in the economy. But we don’t really see that happening in Auckland.
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In fact, it is quite the opposite. There will be plenty of employment
opportunities as new properties are built (both residential and commercial), as
well as upgraded infrastructure to handle Auckland’s population growth.
So what does that leave you with?
Opportunity.
Auckland will eventually move to a unitary and high-rise plan. It will become the
standard living arrangement for central Auckland. Now is the time to invest and
capitalise on the ever-growing problem of Auckland’s housing shortage.

But how can you make sure you are making the right
property selection?
By letting the team at Ronovationz help you.
We have helped hundreds of investors from all walks of life find the perfect
properties. In fact, our property students collectively own more than $1 billion
worth of property in central Auckland. Imagine what that will be worth in 10
years time!
Our students are all building the financial future that they deserve.
And you can too.
Now is the time to capitalise on the opportunities in Central Auckland. If you are
interested in knowing more about how you can get on board, then get in touch
with the team here at Ronovationz.
Our one-on-one property coaching programme not only teaches you our
risk-free investment strategy, but our coaches will support you to buy your first
investment property. Then your second, and your third... They will be there each
step of the way to help and guide you.
Are you ready to take the first step towards a financially free future?
Then get in touch with us here at Ronovationz. Email info@ronovationz.com or
phone 022 522 5280 today.
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Who Am I?
You might be wondering who I am and how I know so much about property
investing.
I am Ron Hoy Fong from Ronovationz and I am a Super Investor with a personal
property portfolio of $25 million. I have spent my whole career perfecting the
art of generating wealth and positive cash flow by using effective investment
strategies.
I started Ronovationz to educate and mentor people who are looking to achieve
financial independence by investing in the right property. I have been investing
in the Auckland market my whole life. I understand the property cycle, and the
vital concept of supply and demand. My team and I can enable you to reach your
goal through fast tracking without risk.

I believe that it is
never too late to
start planning for
a better future.
Failure to plan is
effectively planning
to fail.

16

Good Debt vs. Bad Debt

Renovationz

