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How the Wealthy Invest 
in Real Estate  

 
 
In a survey of high net worth investors, Morgan Stanley Wealth 
Management found the following alternative investments: 
 
Real estate (residential/commercial)   77% 
Collectibles (art, etc.)      34% 
Precious metals (gold/silver)     28% 
Private equity (shares in private companies)  27% 
Oil, gas, mining       17% 
Hedge funds       16% 
Venture capital (startup companies)   13% 
 
“Millionaire investors list real estate as the most popular 
alternative investment by a wide margin.” Alternative investments 
are typically outside of the traditional stock and bond markets. 
 
This unusual finding provides a few interesting questions for all 
investors to consider: 
 
1. Do wealthy investors achieve their high net worth 
positions because they invest in real estate? 
 
2. Why do the majority (77%) of millionaires invest in real 
estate?  
 
In the remaining pages of this special report, we will answer these 
questions and detail the four -step process wealthy people use to 
invest in real estate.  
 
Let’s start with why 77% of millionaires invest in real estate. There are 
four specific reasons wealthy people invest in real estate. These four 
reasons are: 
 
1. Appreciation: Over time the value of the real estate owned by 
millionaires tends to increase. Obviously the increase in real estate 
prices isn’t guaranteed, but throughout history real estate tends to 
appreciate between 1 to 3% a year depending on the area. 
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2. Monthly income: Real estate offers something stocks, bonds, and 
mutual funds can’t offer, monthly income. The tenants in the real 
estate investment pay rent each month. After paying the monthly 
expenses of the property, the investor typically has a profit. This profit 
is “positive cash-flow.” The investor can use this profit to invest in new 
income producing assets compounding his or her wealth further. 
 
3. Accelerated equity/ownership: Each month the investor’s equity 
in the real estate increases as they pay down their outstanding 
mortgage balance. A portion of the rent collected each month is used 
for the monthly mortgage payment. Each mortgage payment reduces 
the outstanding loan as time passes. Over time, the tenants will 
actually payoff the entire mortgage balance for the investor. 
 
4. Tax benefits/savings: Depending on the investors’ financial 
situation, real estate may offer significant savings for federal, state, 
and local income taxes. These tax savings are created because 
investors are allowed to deduct an expense called “depreciation.” 
Depreciation isn’t an actual expense paid throughout the year and this 
write-off may create a tax loss for many investors.  
 
Combined these four separate profit opportunities make real estate a 
very attractive alternative investment. Plus, the benefits of each 
real estate investment compound over time. The longer an 
investor holds the real estate investment, the more they tend 
to profit. This IS one of the reasons why long-term real estate 
investment leads to future wealth. 
  
Compare these four separate profit opportunities to other traditional 
investments: 
 
1. Stocks/Mutual Funds/Index Funds only offer two profit 
opportunities: appreciation and dividend income. There are 
no tax benefits from ownership and there is no accelerated 
equity/ownership available.  
 
2. Bonds only offer two profit opportunities: appreciation 
and interest income. There is no accelerated 
equity/ownership available and the majority of bonds don’t 
provide any tax benefit.  
 
The traditional investments most people make offer limited returns 
when compared to real estate and this is why the majority of wealthy 
individuals invest in real estate. 



    Copyright 2017. © All rights reserved.     

 
Now let’s move on to how the wealthy invest in real estate. 
 
Millionaire real estate investors tend to follow a specific process for 
each real estate investment. All the beginner has to do is follow the 
same process used by millionaires.  
 
Frankly, this is where a lot of real estate investors stumble. And, yes, 
they stumble right out of the gate. There are two reasons for this: 
 

1. They follow the wrong “process.” There are thousands of internet 
search results for real estate investing, thousands of people 
telling them a thousand ways to do it. And if you don’t choose 
carefully, the wrong process may lead to poor results. 
  

2. They see a “process” they like, but end up changing the process 
as they go along. Instead of following the proven process, they 
add or subtract steps and these changes provide a different 
result.  
 

When it comes to real estate investing, the easiest, most sure-fire 
path to success is to simply copy exactly what the experts do. 
 
When it comes to real estate investing, who are the experts? Well, 
since the goal of real estate investing typically is to create or maintain 
wealth, the answer is fairly obvious:  

 
The millionaire real estate investors are the experts. 

 
And guess what? 
 
The wealthy have a real estate investing process you can follow. And 
it’s not complicated. In fact, there are four clearly defined steps the 
wealthy use when investing in real estate. If you can follow those four 
clearly defined steps, you can successfully invest in real estate, too. 
 
Before we get into the four clearly defined steps, it’s important 
understand the wealthy when it comes to real estate investing.  
 
The single-biggest component of this wealthy mindset is that real 
estate is not a “get-rich-quick” proposition. It’s systematic. It’s 
methodical. It’s actually kind of boring to them – wash, rinse, repeat. 
“If this is the result you want, this is what you do.” The wealthy don’t 
complicate things. They keep it simple.  
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It also might help to clear up a mini-step that you might say precedes 
the main four. In most cases, the wealthy use a professional broker or 
agent to do the legwork for them when it comes to the acquisition of 
properties. They work with professionals they know and trust, who 
identify properties that fit the wealthy investor’s pre-defined 
parameters. 
 
Once a suitable investment property is presented to them, here are 
the four simple steps of the wealthy when it comes to investing in real 
estate: 
 

1. Secure a mortgage 

2. Decide on property management 

3. Set up an LLC 

4. Set up a bank account 
 
That’s it. Of course, there are case-by-case circumstances that dictate 
HOW individual real estate investments are treated in terms of these 
steps, but those don’t ever change the WHAT of the steps themselves. 
This is the unfailing way the wealthy invest in real estate. Now let’s 
look at these simple steps one by one. 
 
1. Secure a mortgage 
 
In most cases, an investment property is acquired with a mortgage – 
borrowing money to pay for the acquisition. The wealthy don’t mind 
leveraged positions because they are comfortable with the idea of 
using other people’s money to acquire income-producing assets. That’s 
always been profitable. They won’t, however, allow themselves to be 
over-leveraged or over-extended. 
 
The wealthy understand that “debt” doesn’t have to be a dirty four-
letter word. We’re conditioned to believe that debt is bad, that owing 
money to someone else will get us into trouble. But the wealthy 
understand that using debt strategically, especially to acquire 
income-producing assets they control, is often advantageous.  
 
Here’s a hypothetical example to illustrate: 
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The real estate professional they work with identifies an attractive real 
estate investment priced at $500,000. This investment might be a 
single-family property, a multi-family property, or a small apartment 
building. Here’s how this investment might look: 
 
Purchase price:    $500,000 
Mortgage obtained:   $375,000 
Down payment:    $125,000 
 
Instead of investing $500,000 out of their funds to buy this 
investment, the wealthy investor uses $375,000 of the lender’s 
money. This strategy actually increases their return significantly. 
 
If this property appreciates at 2% a year, the wealthy investor would 
actually collect 8% on their actual investment. (2% appreciation on 
$500,000 provides an increase in value of $10,000. A $10,000 
increase in value divided by their down payment of $125,000 = 8%)  
 
The wealthy investor knows that by using leverage, he or she can 
significantly increase the return on investment. In this hypothetical 
example, the investor would enjoy an 8% annual return if the property 
appreciates at just 2% a year. There are also tax advantages to this 
strategy, as mortgage interest is also tax-deductible. 
 
Now let’s say this real estate investment also offers a monthly positive 
cash-flow of $500 after paying all expenses including mortgage, taxes, 
insurance, management, and maintenance. This profit adds an extra 
$6,000 to their overall annual return providing an extra 4.8% on top of 
the 8% of appreciation. ($500 per month * 12 months = $6,000. 
$6,000 divided by $125,000 invested = 4.8%)  
 
The wealthy investor can use this $6,000 of annual income as they 
wish. They can use the income to make additional principal payments 
on the property’s mortgage or they can reinvest the income into new 
investments.  
 
In addition to the appreciation and income, the wealthy investor also 
benefits from the amount of the mortgage paid down annually. 
Depending on the terms of the mortgage, the monthly mortgage 
payment on this hypothetical property would, more than likely, reduce 
the actual mortgage balance by $5,500 a year. This accelerated 
ownership/equity would provide an extra 4.3% return annually. 
($5,500 divided by $125,000 invested = 4.3%) 
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All combined, the wealthy investor who acquired this hypothetical 
property would enjoy an annual return of 17.1% without considering 
any tax benefits. 
  
Think about how this 17.1% annual return on investment compounds 
over long periods of time. This is why 77% of millionaires invest in real 
estate. 
 
2. Decide on property management 
 
Typically, the wealthy individual investor will approach a property-
management company to contract for services such as rent collection, 
tenant placement, maintenance and repairs.  
 
A group of investors, for example, who own hundreds of apartment 
units might have their own bookkeeper or maintenance people on their 
staff. But for smaller properties and/or individual investors, 
outsourcing to a company that specializes in management is much 
more common. 
 
Usually, management companies charge about 10 percent of gross 
rent in exchange for their service – plus costs. So if you have a four-
unit property that brings in, say, $5,000 per month in rent, you would 
pay $500 per month in management fees. A small apartment building 
with 20 units rented at $1,000 per unit, then, would cost $2,000 per 
month. 
 
Property management companies make real estate a passive 
investment. They handle leasing, maintenance, repairs, and 
bookkeeping. Even though real estate is considered an alternative 
investment, management services help real estate operate as a 
traditional investment for wealthy investors.  
 
3. Set up an LLC 
 
“LLC” stands for “limited liability company.” This sounds pretty official, 
but it’s actually a pretty simple, standard way to structure ownership 
in real estate. 
 
Here’s a brief excerpt from the excellent blog The Conservative 
Investor, that explains why the wealthy use LLCs for their investment 
properties: 
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You put the property inside of an LLC so that your personal 
assets cannot be touched if, say, a tenant slips and falls and 
injures himself in snowy conditions while walking on the 
premises. You create an LLC for yourself so that if a contract 
dispute arises between yourself and the property management 
company, then your personal assets cannot be touched. 

 
The concept of limited liability is almost exactly as it sounds; if a 
property is controlled by an LLC, the investor’s personal liability is 
limited. It’s primarily an emergency measure that, in the case of a 
lawsuit or other legal dispute, keeps the investor’s personal assets 
protected. To put it bluntly, it keeps you from losing your personal 
residence, your personal savings, IRA, etc. if you get sued for a million 
dollars and lose. 
 
Setting up an LLC is simple. Just about any attorney can do it quickly 
and usually inexpensively, but it’s also something you can do on your 
own if you choose. You can use a do-it-yourself legal site such as Legal 
Zoom (a handy tool for legal documents and free general advice), but, 
again, if you’re working with the right broker or agent, they should be 
able to refer you to a lawyer who will do all the legwork for you. It’s 
just another reason it helps to work with a broker/agent who has 
expertise in working with investors.  
 
If you want to take this step on your own, here’s a straightforward, 
step-by-step guide from Legal Zoom that explains how to set up an 
LLC: 
 

Step 1 
Create a business name for the LLC. The name you choose must be 
distinguishable from all business entity names that are registered in that 
jurisdiction. In some states, you can search through the state’s online 
database to make sure your LLC name is unique; otherwise, you risk 
having your formation documents being rejected. 

Step 2 
Obtain a state LLC formation form. Jurisdictions refer to the form to 
create the LLC by different names, such as certificate of organization 
or articles of organization. You can usually obtain the form on the 
website of the state agency that handles all business entity formations. 

Step 3 



    Copyright 2017. © All rights reserved.     

Appoint a registered agent. As you prepare the LLC formation 
document, you will need to provide the name and address of a 
registered agent who can accept legal service of process on behalf of 
the LLC. If you operate the business in the same jurisdiction where you 
create the entity, you can usually serve as the registered agent -- though 
you always have the option of hiring an online service provider to act 
as your registered agent. 

Step 4 
Complete the formation document. Provide all of the remaining 
information that the formation document requests, which commonly 
includes the LLC’s business purpose and principal address. 

Step 5 
File the LLC formation document. Some jurisdictions provide more 
filing options than others. In Texas, for example, the certificate of 
formation can be filed with the secretary of state in person, through 
mail or by fax. Regardless of which jurisdiction you create the LLC in, 
the filing fees are generally due at the time of filing. 

 
The wealthy investor will usually set up an LLC for each property he or 
she owns. The reason for this is simple: It limits the liability for each 
property to that property alone.  
 
The wealthy know that the last thing anyone wants is to be named in a 
lawsuit. They also know that it’s best to cover your assets in the event 
it does happen. That’s what LLCs do. 
 
4. Set up a bank account 
 
Just as the wealthy real estate investor establishes separate LLCs in 
which property is held, he or she also usually sets up individual bank 
accounts for investment properties. One reason for this is similar to 
the reason real estate investors set up LLCs. 
 
Just as you don’t want your personal assets tied to the liability of an 
investment property, it’s also not ideal to mix your personal finances 
with those of investment properties. In big-time investment firms, it’s 
actually illegal in many instances to “comingle” the firm’s funds with 
those of its investors. But even on a smaller scale, it’s also not wise to 
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mix personal finances with business finances. It’s much simpler to 
keep things organized when everything is separate. 
 
The other big reason to establish separate bank accounts is 
convenience. In this age of technology, it’s easy to set up electronic 
transfers of funds. Rents can be electronically deposited, and 
automated payments can sent to lenders, property managers, and 
whatever other entity is due regular monthly disbursements. Doing 
this, even if someone else is managing a property, simply means fewer 
hassles or headaches for the investor. Real estate investors, 
particularly the wealthy, try as best they can to put their investments 
on “autopilot.”  
 
The wealthy, too, tend to organize their assets, investments and other 
finances in “buckets.” This money goes in and out of this bucket; that 
money goes in and out of that bucket and so on. What they don’t do is 
pour funds from bucket to bucket. Setting up individual bank accounts 
for each investment keeps these buckets organized, and, with 
automated deposits and outgoing payments, they don’t have to handle 
the buckets all that often. 
 
With modern banking websites, most account holders can view their 
buckets in one place. All it takes, then, to stay up-to-date on your 
financial buckets is a monthly visit to a single online accounts page. 
 
Real estate is rarely a 100-percent passive investment – you trade a 
little of the hands-off approach to have total control, which is what the 
wealthy often crave – but using separate online accounts to automate 
things allows real estate investments to be more passive. 
 
That’s it. Those are the four steps in the wealthy use to invest in real 
estate. At first, it might seem like a fair deal of work. But it’s all up 
front, and working with a real estate professional with expertise in 
investment properties will go a long way to getting things set up 
quickly and easily. 
 
Now, some people will think to themselves “It’s too simple; there’s got 
to be more to it than this.” But simplicity is what the wealthy want. 
One of the commonalities among the wealthy is sticking to what’s tried 
and true, not messing with what works. They follow a proven process. 
 
They also don’t get caught in traps the average investor often falls 
into. For example, many beginning investors tend to think about real 
estate investing as a buy-low, sell-high game. They want to acquire 
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cheap properties and sell them for more down the line. The wealthy 
understand that real estate investing is a bigger-picture proposition. 
Just as they invest in stocks that pay dividends and generate income 
whether or not the stock price goes up, they invest in properties that 
provide constant, consistent returns in the form of rental income and 
accelerated ownership/equity. Price appreciation, while nice, only adds 
to the overall return on investment. Investing solely with the goal of 
buying low and selling high is speculative, and the wealthy don’t tend 
to be speculators.  
 
Honestly, that’s why there are different kinds of mutual funds out 
there. You probably know that you can invest in shares of funds 
that are called “income” funds, or “growth” funds or “income and 
growth” funds. If the people with all the money to invest (the 
wealthy) were speculative, there’d only be a need for growth 
funds. The fact that these other types of securities exist is 
explained by the simple fact that the wealthy find more value 
in investments that produce reliable income combined with 
some potential for growth.  
 
The wealthy view real estate investments as the ultimate “income 
and growth” fund. 
 
If you think you can follow the simple, four-step process that 
wealthy investors use, we can set up a free phone call to discuss 
your personal situation and how you can get started in real estate 
investing. I’ll develop a plan specifically for you and can also 
highlight a few great investment opportunities.  
 
You don’t have to be a wealthy investor to get started. You 
just have to be willing and able to follow a simple-yet-effective 
process and have an open mind about BECOMING wealthy through 
real estate investing. 
 
I’m a licensed real estate professional who specializes in helping 
investors acquire income-producing real estate. I can help you 
find, evaluate and acquire excellent income properties. I have a 
large network of contractors, lenders and property managers that 
you’ll find extremely helpful as you follow the recipe that could 
have you investing in real estate just like the wealthy do. 
  
If you would like to set up a free phone call, send an email to me 
at: rob@dividendrealestate.com.  
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Sincerely, 
 
Rob Minton 
DividendRealEstate.com 
 

P.S. Please discuss any potential investment with your legal 
and tax advisors before investing to make sure the investment 
is appropriate for you. Your tax advisor can also help you 
determine what tax benefit may be able to you through real 
estate. As with any investment, real estate is not risk-free. You 
can lose money depending on your investment skills.  


