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by Nathan Fong, Colliers Sales at U.S. retailers jumped 3.8% in January, the
largest increase in sales since last March when
Americans spent a good chunk of their stimulus
money from the government. 

However, the number is not quite as good as it
looks since it is mainly a recovery from the
revised 2.5% drop in December. But with the
modest decline in food and drink services
spending suggesting the Omicron wave did little
to hit demand, and autos spending rebounding
sharply as shortages ease, real consumption
growth now looks set to slow to only 2%
annualized in the first quarter, up from 0.5%
estimates earlier.

"The largest increase
since March 2021."  

Source: MarketWatch, Capital Economics, U.S. Census



BETTER NEWS ON

INFLATION IS COMING

The further rise in CPI inflation to 7.5% in January and
hawkish comments from Fed officials have seen
markets rush to price in a series of aggressive interest
rate hikes this year. But recent weeks have also brought
tentative signs that better news on inflation is coming. 

Although global energy prices continue to trend higher,
base effects mean that the contribution to headline
inflation is nevertheless likely to fall sharply soon. As
shipping congestion has eased, the 20% jump in auto
sales and resurgence in goods trade suggests that
upward pressure on goods prices is fading. And
although the labor market remains exceptionally tight,
conditions appear to be stabilizing. 

The upshot is that the worst of the recent inflationary
pressure may now have passed – in which case the
pressure on the Fed to tighten policy aggressively
should also begin to ease.

M A R C H  2 0 2 2

December brought
solid increase in U.S.
business inventories
U.S. business inventories increased strongly in
December, with motor vehicle stocks accelerating,
a sign that the worst of the global semiconductor
shortage is probably behind. 

Inventories rose 2.1% from November, in line with
expectations. On an annual basis, they rose
10.5%. Retail inventories surged 4.2% in
December, following a 2% increase in November. 
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by Nathan Fong, Colliers

Source: Capital Economics

Source: Global Data

Housing starts ebb at
start of 2022, as home
builders ramp up
permitting activity

U.S. homebuilders started construction on
homes at a seasonally-adjusted annual rate of
roughly 1.64 million in January, representing an
approximately 4% decrease from the previous
month. 

Compared with January 2021, however, housing
starts were up nearly 1%. 

Permitting for new homes occurred at a
seasonally-adjusted annual rate of 1.9 million, up
nearly 1% compared with December and the
pace from a year ago.

Source: Market Watch



Leverage is a simple real estate investing
strategy in which investors borrow money to buy
property, with the goal of increasing returns.

Just as a person multiplies her strength in lifting
a heavy object by using a lever, investors
leverage debt for bigger returns.

U.S. home prices are so high (as of December
2021, Zillow put median home value at over
$320,000) that most people would be closed out
of real estate investment if they had to pay cash.

In fact, more than 60 percent of Americans
already use leverage in the form of a mortgage.
They use other people’s money (the bank’s, in
this case) and have 100 percent use of the
property (by living in it).

Great benefits accrue when using leverage while
investing in real estate, because while the lender
fronts the majority of the purchase price, the
investor earns 100 percent of the income while
also building equity. Investors also grow their
net worth as the value of the property rises with
appreciation.

“The way to think about leverage in finance is
that as long as the cost of your funding, a.k.a.
the interest rate is lower than the return you’re
expecting on that asset, it improves your
returns,” says Dennis Bron, Mynd’s VP of Growth.
“Typically, mortgages are around 3 percent and
historically this asset class has typically yielded
8 percent—and that’s before the tax advantages,
so 8 percent plus—so it massively amplifies your
returns if you get a mortgage.”

Why not buy a property in all cash?

Some buyers have all the cash they need to buy a
property, and they may feel that’s the best way to
go.

In the case of the cash buyer, she earns
$1,400 monthly, or $16,800 per year, divided
by the initial $200,000 investment, or 8.4
percent.
In the case of the buyer who used leveraged,
she earns $540 monthly income, or $6,480,
divided by the $40,000 initial investment, or
16.2 percent.

But two scenarios demonstrate how leverage
can amplify return on investment. In both
scenarios, an investor buys a home for $100,000.

Scenario 1: Cash purchase
The investor buys in cash and rents for $2,000 a
month.
She pays $600 a month in property taxes and
other costs, so she has a healthy $1,400 monthly
cash flow.

Scenario 2: Leveraged
The buyer puts $40,000 down, owes $860 in
monthly mortgage payments, and pays the same
$600 per month. So while she earns the same
rent, she has just a $540 monthly cash flow.
While $1,400 may seem like a better proposition
than $540, if considered from the standpoint of
return on investment (ROI), the leveraged
purchase performs better. This is demonstrated
by the cash-on-cash return, or the net return
from the investment based on the cash invested
and net earnings after covering expenses and
loan payments.

To determine the cash-on-cash return, divide
annual income by the amount invested.

The leveraged buyer is earning twice as much
ROI.

Leveraged investing builds equity and
economies of scale
Leveraged buyers build equity in their properties
gradually, by making payments on their
mortgages, which are ideally covered by the rent.
They can then make use of that equity in several
ways.
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HOW TO USE LEVERAGE IN

REAL ESTATE
by Brian Boucher
Source: Mynd.co

https://www.mynd.co/knowledge-center/with-rates-low-nows-the-time-to-finance-an-investment-mortgage
http://mynd.co/


They could sell the property, getting their down payment back as
well as the amount they’ve earned in equity. They might refinance
the property at the lower principal amount, reducing monthly
payments and increasing cash flow. They may opt for a cash-out
refinance and use the cash for a down payment on another
property or for other purposes.

And when investors expand their portfolios, the benefits multiply.
The buyer who paid all cash has tied up all the money in a single
property, and has the income from that property only, whereas the
investor who used leverage can buy multiple properties and
collect multiple rents, and take advantage of tax relief through
depreciation on each property.

Leveraged real estate investing beats other investments
American policymakers have ensured that investing in the real
estate market is, in some ways, more favorable than investing in
the stock market.

“A fundamentally attractive feature of real estate as an asset
class is that there is government-sponsored and relatively cheap
leverage available,” says Bron. “Also, those lenders tend to be
more accommodating in bad economic times than, say, if you got
a margin loan on your brokerage account.”

Bron refers to two current investment
phenomena to illustrate the

comparison.

“If you use Robinhood and leverage against your GameStop
winnings to buy more AMC, but GameStop stock goes into
freefall, Robinhood is not going to work with you on payment
terms,” he said. “Whereas if you borrow from Fannie Mae or
Freddie Mac, and there’s a pandemic or financial crisis, they work
with you, because they’re federally mandated to support the
housing market and not have people on the street.”

He cited the example of cryptocurrency.

“And if you buy Bitcoin, you can borrow against it, but the terms
are fairly egregious,” he says. “It doesn’t yield any dividends, and
it’s highly volatile at that. Even if you borrow at 50 percent loan to
value, Bitcoin drops 30 percent every other week, so suddenly no
longer at 50 percent loan to value. You’re at 70, and then you’re
going to have to sell Bitcoin into a down market.”
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https://www.mynd.co/knowledge-center/how-to-take-depreciation-and-save-money-at-tax-time
https://www.mynd.co/knowledge-center/four-ways-to-finance-an-investment-property
https://www.forbes.com/sites/forbesfinancecouncil/2019/11/21/bitcoin-versus-real-estate-which-investment-is-better-for-you/?sh=3a7c8bc2c32b


What are the risks of leveraged real estate investing?

Any investment strategy, especially one that can offer such
substantial rewards, has its risks.

Business reporters refer to a company as “highly leveraged” when
it has become over-reliant on debt. If lenders suddenly call in
those debts on a company whose profits don’t support repaying
them, the company is in trouble.

Bron draws a parallel between a company and the real estate
investor.

“When a company thinks about how much debt they can take on,
they typically think, ‘What’s my realistic worst-case income
scenario?’” He asked. “In single-family real estate, that’s an
extended vacancy or high maintenance costs. Borrowers should
ask, ‘Can I cover the payments in those circumstances with cash
reserves or other income?’”

All the same, says Bron, the risks are often worth the rewards.

“This asset class should always yield income in the form of rent,
and that has been pretty stable throughout the last couple of
cycles,” he says. “And there’s a shortage of single-family housing,
so if you’re not in the wrong city, or a terrible neighborhood, and
you don’t get too unlucky, and you have the right insurance, you
should be able to support a good amount of leverage.”

Like all investment strategies, it’s an individual choice.

“It remains a very personal decision,” Bron said, “based on your
entire financial picture.”
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About Mynd:

Mynd Property Management serves the small residential real estsate sector
with a combination of on-the-ground experts and innovative technology. 
 Headquartered in Oakland, California, Mynd boosts efficiencies for property
owners and improves the rental living experience for residents.

Currently, Mynd manages approximately 8,000 units in 16 markets
nationwide.  The firm plans to expand into additional markets so investors,
regardless of their geographic location can expand their investment
portfolios.  Mynd empowers investors by providing them with high-quality
property mangement and real-time data on their properties.

Mynd.co

https://www.mynd.co/knowledge-center/19-strategies-to-scale-your-rental-property-portfolio-quickly
https://www.mynd.co/knowledge-center/reduce-vacancy-with-these-low-cost-improvements
https://www.mynd.co/knowledge-center/average-and-hidden-maintenance-costs-for-a-rental-property
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