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"You can either work harder for
your money, or you can invest
smarter and let your money
work harder for you...
the choice is yours"

HOW TO ACCELERATE YOUR WEALTH
BUILDING
This report is designed to provide you with a thoughtprovoking look at traditional investment classes, along
with essential data and facts to help you decide which
asset classes you should have in your portfolio.
The eye-opening charts and graphs contained in this
report will have a profound impact on how you look at
traditional investing.

ARE YOU INVESTING
LIKE THE WEALTHY?
It's no secret the middle class, upper class, and ultra rich
invest very differently. The wealthy love investing in
businesses and real estate to grow their fortunes.
With stocks at extremely questionable valuations, savvy
investors are diversifying into hard assets. The cost not to
do so could be extremely painful, as anyone who suffered
the dotcom crash in 2000 or the financial meltdown in 2008
will tell you.
On the next page you'll see a graph from American
economist Edward N. Wolff that shows how each class
allocates their wealth, with exact percentages showing
where they put their money.
The ultra rich allocate almost 50% of their wealth towards
one asset class in particular, while the middle income class
allocates only 7.9%. Can you guess which it is?

THE COMPOSITION OF WEALTH

Liquid
Assets
Pension
Accounts

MIDDLE INCOME
% of Gross Assets
7.9%
3.9%
1.2%
8.5%
16.6%

UPPER INCOME
% of Gross Assets

ULTRA RICH
% of Gross Assets

24.5%
49.0%

Business Equity
and Other Real
Estate

31.4%

Stocks, Securities,
Mutual Funds, and
Trusts

18.6%
1.2%
7.7%

Principal
Residence

61.9%

22.4%

25.6%

1.4%
6.7%
6.0%

Misc. Assets

7.6%

NET WORTH
$0 - $471K

NET WORTH
$471K - $10.3M

NET WORTH
$10.3M+
Source: Edward N. Wolff (2017) Survey of Consumer Finances

IMPORTANT TAKEAWAYS ON WEALTH
BRACKETS
The composition of household wealth changes significantly at higher levels
of income
Most middle class wealth is based on their personal residence
The ultra rich have most of their wealth in business equity and real estate

RISK VS REWARD
Now let's take a different look at common investment
asset classes.
The next chart shows the annualized total return vs
annualized risk for asset classes.
What we want to invest in are assets that have higher
returns with lower risk.
This chart is very profound so make sure you take a
close look at the valuable insights it provides.

ASSET CLASS RISK VS REWARD
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Over a 20 year data period
Source: Thomson Reuters Datastream

KEY TAKEAWAYS ON RISK AND VOLATILITY
TREASURY BONDS

EQUITIES

Low risk, but low returns. You will
not change your lifestyle or create
generational wealth with treasury
bonds.

High risk and high returns. High volatility
is common, with wild gyrations from year
to year, such as up 29% one year and
down 21% another.

COMMERCIAL BONDS

COMMERCIAL REAL ESTATE

Corporate bonds have higher
returns than treasury bonds, but risk
jumps up as well.

Only government bonds have lower risk
(just slightly), yet commercial real estate
has the highest annualized returns.

From an asset class comparison perspective, commercial real estate
enjoys very high annual returns with very low annualized risk, just what we
want over the long haul for our investments.

THE TRUTH ABOUT THE STOCK MARKET
The reality is that the actual returns on stock market investing
are terrible when considering inflation, fees, and capital gains
tax. The theoretical average annual return of 8.29% for stocks is
actually a mere 4.21% that you can put in your pocket to enjoy.
And that's if you are one of the lucky ones that actually makes
money with stocks. Greed and fear drive the stock market and
it's oh so easy for stock market investors to get caught up in
this trap and buy after the market has already had a big run up
and then sell after a big drop.
In fact, according to Trade Brains, 90% of people that invest in
the stock market actually lose money because they are not
willing or able to put in the time and effort it takes to invest
successfully in stocks.

STOCK MARKET INVESTING
PROS

CONS

Easy to buy and sell; very liquid

Very volatile with large price swings

Easy to diversify

Unstable for retirement planning

Low barrier to entry; can start with < $1,000

Possible to lose your entire investment

10% annual return over the last 100 years

Time consuming to analyze a large number
of stocks

SHOULD YOU INVEST IN
SINGLE FAMILY PROPERTIES?
Many investors start investing in real estate purchasing
single-family rental properties because it’s easy to get
started and it’s relatively easy to buy and sell individual
properties.
Then they do the math to calculate how many properties
they need to own to replace their current income or retire
comfortably. A loud gasp is usually heard at this point.
When they realize the amount of time it takes to buy and
actively manage each property, and the amount of money
needed for purchase, they realize this approach has
significant barriers for achieving their goals.

UP VS DOWN YEARS

This view of up vs down years
for real estate, stocks and
bonds really hit home for me.
Where would you like to have
your hard-earned money
invested?

80

Down Years (negative returns)

Up Years (postive returns)

70
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50
YEARS

Because most people have
not seen this type of data,
after all, it's not something
your stock broker is going to
share with you, we'd like to
show you one more
staggering chart.
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Source: NCREIF, Blomberg, Barclays, Lehman, RCG

COMMERCIAL REAL
ESTATE INVESTING
Investing in commercial real estate is great from a risk to
reward standpoint, but it requires specific knowledge to find
good deals, painstaking due diligence to make sure the
investment makes sense financially, large down payments and
closing costs, and ongoing management after purchase.
Until recently, these obstacles have made this asset class out
of reach for most investors. At Kota Capital, our mission is to
utilize our experience, industry relationships, networks, and
access to equity to provide you with high-quality, completely
passive investment opportunities in the commercial real estate
industry.
Based on our research we have chosen to specialize in
commercial real estate investing, allowing you to reap the
significant rewards of this asset class without detailed
knowledge or a significant time commitment.

COMMERCIAL REAL ESTATE: PROS AND CONS
PROS

CONS

Extraordinary tax benefits

Not very liquid

Leverage

High barrier to entry (minimum investment)

Physical asset

Time consuming

Cash flow + upside
Hedge against inflation and recession

Tenants pay down mortgage

Management intensive

IS ACTIVE OR PASSIVE REAL ESTATE INVESTING RIGHT FOR YOU?

ACTIVE

PASSIVE

Willing to deal with tenants, termites and toilets

No time/desire to deal with day-to-day issues

Have the knowledge to make strategic decisions

Willing to let experts make strategic decisions

Able to pay for unforeseen vacancies and repairs

Only want to risk initial capital investment

Have the time to handle acquisition and
management paperwork

Too busy to deal with acquisition and management
paperwork

Can provide information to bookkeeper and CPA

Let syndicator deal with bookkeepers and CPAs

Can build and lead a team of brokers, property
managers, and contractors

Choose syndicator and let them build and manage team

5 MAIN TYPES OF
COMMERCIAL REAL ESTATE
Commercial property assets can be allocated
among five major property types:
1. Office
2. Hospitality
3. Industrial
4. Retail
5. Apartments/Multifamily

OFFICE SPACE
Prior to the pandemic of 2020, companies believed
having offices for their workforce was critical to
productivity, culture, and to hiring top talent.
Then COVID-19 hit and companies were forced to
implement extended work from home policies for a
large population of their workforce.
For most companies, with the effective use of
videoconferencing and other forms of digital
collaboration, the results have been far better than
imagined.
Given the macro trends being seen toward working
from home, the office market is anticipated to take a
tremendous hit in Central Business Districts in the
months and years to come.

HOSPITALITY
The hospitality industry has been decimated by the
pandemic. The impact on the travel industry has
been 9x worse than 9/11 (Tourism Economics.)
There has been a nearly 50% decline in revenue;
2020 was the worst year on record for occupancy
with 8 out of 10 hotel rooms empty.
With various restrictions for social distancing
reducing the occupancy capabilities and customer
numbers in hotels and restaurants, and additional
cleaning and sanitation requirements increasing the
cost of operation, it will be some time before this
asset class achieves a significant level of
profitability.

INDUSTRIAL
COVID-19 has significantly boosted the already
strong e-commerce market, fueling demand for
warehouse and industrial space.
Short-term, consumers are using e-commerce
more for health safety reasons. However, this
change in behavior is expected to continue long
after the pandemic is no longer a significant
factor.
In addition to the growth the sector is
experiencing as a result of e-commerce and
inventory held on hand, the industrial and
warehouse sector is also experiencing growth
as a result of efforts to reshore manufacturing.

RETAIL
Retail real estate is a tale of two cities.
While large enclosed malls have been
impacted significantly by COVID-19
restrictions, neighborhood centers
containing “essential business” tenants,
such as grocery and drug stores, have
remained resilient and had comparatively
high rent collection and occupancy levels.

MULTIFAMILY
Multifamily real estate is more protected against
economic downturns than any other type of property and
has held up better than expected during the pandemic,
with rent collections above 95% on average.
The National Multifamily Housing Council (NMHC)’s Rent
Payment Tracker found 80% of apartment households
made a rent payment by May 6, 2021 in its survey of 11.7
million units of professionally managed apartment units
across the country. This is a 0.1% point decrease from
the share who paid rent through May 6, 2020 and
compares to 81.7% that had been paid by May 6, 2019.

WHY INVEST IN COMMERCIAL REAL ESTATE

CASH FLOW

TAX BENEFITS

PROPERTY
APPRECIATION

LEVERAGE

STABILITY

AMORTIZATION

HEDGE AGAINST
INFLATION

LOW RISK HIGH
RETURNS

ARE YOUR TAXES A BURDEN?
If you feel like you are getting crushed by taxes, you are not alone.
We hear it over and over again when we talk with investors. They
sacrifice and work harder to get ahead and then tax time comes
and they get slammed with a giant tax bill.
The sad truth is the average accredited investor’s biggest expense
is taxes. Between state, federal, and local taxes, we pay $5.29
trillion of taxes a year as a nation, or 29% of national income!
Sure, you can invest in municipal bonds to create tax-free income,
but with the paltry returns it will take you centuries to get ahead.
One of the things that makes commercial real estate investing so
attractive to the wealthy is the ability to create highly taxadvantaged income that doesn't require you to trade your
precious time for dollars. These tax advantages are not available
to stock and bond investors, another strike for traditional asset
classes touted by most financial advisors.

THE IMPORTANCE
OF TAX SHIELDING
It's important to understand what tax shielding you will
have for all of your investments. Real estate has tax
advantages in excess of practically every other type of
investment, whether you are starting a business,
investing in bonds, preciously metals, stocks, etc.
The United States government wants to incentivize
investors to invest in real estate, so it provides lucrative
tax breaks for real estate investors. Let's take a closer
look.
All deals should pass through the standard 27.5 - 39
year depreciation schedule depending on the property
type. This is passed through to the investors each year.
This results in a ‘paper’ loss for the investor.

HOW TO GET EXTRAORDINARY TAX BENEFITS
The U.S. government encourages people to invest in real estate by providing exceptional tax benefits
when they do so.
1. DEPRECIATION - allows real estate investors to
write off 3.6% of the value of the building each year
as an expense, even though there is no out-ofpocket cost for this expense. Sweet!

3. COST SEGREGATION - a technical process
where short-life items are separated from long life
items and depreciated rapidly over 5-7 years. It
typically doubles or triples depreciation during the
first five years of ownership.

2. BONUS DEPRECIATION - this extraordinary
benefit is a form of accelerated depreciation. It
allows commercial real estate investors to take
100% of the accelerated benefit and utilize it all in
year one of ownership.
4. 1031 EXCHANGE - when real estate is sold
for a large profit, instead of paying capital gains
taxes on the gain, you can do a 1031 Exchange
which allows you to defer taxes.

DEAL BY DEAL TAX SHIELDING
The deal syndicator has the opportunity to exercise two other forms of tax shielding which have a
tremendous ability to enhance investors returns. It is critical to know from the syndicator if they will be
exercising either of these strategies.
COST SEGREGATION: In addition to that, the syndicator sometimes has an accountant perform a cost
segregation study to establish a rapid 5-7 year depreciation schedule for most interior renovation costs.
This can be highly lucrative for value-add deals that have a high interior renovation cost. Items that qualify
for rapid depreciation are doors, windows, fixtures, carpets, appliances, etc.
BONUS DEPRECIATION: Third, and most advantageous, the Tax Cuts and Jobs Act of 2017 implemented a
law which provides for Bonus Depreciation. This extraordinary value allows us to deduct the entire value of
the investment from our taxable income in the first year. If an investor has any other type of capital gains
or income, this will benefit them greatly.

TAX SHIELDING EXAMPLE
Purchase Price
Down Payment (20%)
Loan Amount

$10,000,000
$2,000,000
$8,000,000

Total Investors
Investment per Investor
Investor Cash-on-Cash Return
Investor Cash-on-Cash Return (Yearly)

20
$100,000

Yearly Depreciation % of Sales Price
3.60%
Yearly Total Depreciation Paper Loss
$360,000
Depreciation Pass-through to each Investor ($18,000)
Net Tax on Investors Cash-on-Cash Return

($9,000)

9%
$9,000

It's important to note that as the investor you aren't paying any tax on your cash-oncash return. In fact, you will show a taxable loss that will carry forward for future
years that can be used to offset gains from this property or even other current or
future passive income you will generate!

WHY MULTIFAMILY
A timeless, tried and true asset class that provides a
basic essential human need and is still in demand
during market ups and downs.
There are powerful macro factors that currently make
apartments an exceptional investment with plenty of
room for more profits so let's take a closer look at this
asset class and the factors driving it's growth.
First and foremost, millennials aren't buying homes at
expected rates, for a variety of reasons. Meanwhile,
retiring baby boomers are moving to urban
apartments, creating additional rental market demand.
The overall market is shifting to a rental environment,
with homeownership rates significantly declining over
the last 12 years as you can see in the following graph.

WE ARE A NATION OF RENTERS WITH NO END IN SIGHT

RENTAL VACANCY RATE FOR THE U.S.

The supply of new apartments is not keeping up with the new demand in most markets, and this
is expected to continue for many years, creating the perfect storm for apartment owners!

DEMAND ISN'T GOING AWAY
According to the National Multifamily
Housing Council (NMHC) and the National
Apartment Assoc. (NAA), the US will need
to build more than 4.6 million new
apartment homes by 2030.

Changing lifestyles - people are delaying
marriage and starting a family. Over 75 million
people between 18 and 34 are entering the
housing market primarily as renters, according
to Hoyt Advisory Services.

It will take an average of 325,000 new
apartment homes every year to meet
demand; but only 244,000 aptartments
were built from 2012 through 2016
(NMHC and NAA).

Demographics - ages 55+ will account
for more than 30% of rental households
(Joint Center for Housing Studies of
Harvard University).

Apartments and their 39 million residents
contribute $1.3 trillion to the US economy
and generates about 12.3 million jobs
annually (NMHC and NAA).

Immigration growth - international
immigration is expected to account for 51%
of all new population growth in the US and
immigrants have a higher propensity to rent
and typically rent for longer periods of time
(Whitegate Real Estate Advisors).

COVID-19 IMPACT ON MULTIFAMILY REAL
ESTATE
The increase in rental delinquency rates has not been as
pronounced as the market had initially feared and the
spike in unemployment triggered by COVID-19 is
causing some potential homeowners to move toward
rental units instead of home purchase.
Multifamily remains relatively resilient with no
fundamental changes to underlying drivers of demand in
the long-term. In general, the pandemic has only served
to reinforce multifamily's underlying strength.
As you will see in the next 2 charts, multifamily real
estate suffered less and rebounded more strongly than
other major property types in the last two recessions.

CUMULATIVE EFFECTS ON RENT DURING AND AFTER 2001 RECESSION

CUMULATIVE EFFECTS ON RENT DURING AND AFTER 2008 RECESSION

DEMAND RELATIVE RISK SPECTRUM

In summary, we believe
the multifamily housing
market is resilient, and
has a very bright future.
Everyone needs a physical
place to live and for both
lifestyle and financial
reasons, many Americans
are choosing to rent an
apartment instead of
instead of owning and
maintaining a home.

APARATMENT INVESTORS MAKE MONEY 5
WAYS
1. Produces consistent cash flow that
is 100% passive
2. Leverage due to the lender
providing a large part of the cash
3. Equity, with the rent income paying
off the mortgage over time
4. Appreciation due to rising property
values
5. Tax benefits for real estate investors

TOP 10 KEY BENEFITS OF INVESTING IN APARTMENT
PROPERTIES
1. Consistent monthly cash flow

6. Real estate tax incentives

2. Low risk, high returns

7. Forced appreciation

3. Projected cash dividends around
7-10%

8. Principal pay-down

4. Professionally managed
5. Hedge against inflation and
recessions

9. Potential double-digit returns even
in down economies
10. Macro trends creating more
demand

14 STEPS TO VETTING AN APARTMENT SYNDICATION
1.

Does it align with your financial goals?

9. What are the return metrics - cash-on-

cash return (CoC), internal rate of return
(IRR) and equity multiplier (EM)?

2. Who is the deal syndicator?
3. The pitch and offering memorandum
4. Is if for accredited and non-accredited
investors?

5. Is it in a strong metro and neighborhood?

10. What are the tax considerations?
11.

Is the syndicator planning on
conducting a refinance event?

12. What are the syndicator fees and splits?

6. What is the risk vs gain?
7. What class is the property?
8. Is it a value add project?

13. When do cash flow distributions start?
How frequent are they?

14. Review the subscription docs.

OUR FOUR LAWS FOR BUYING
RIGHT
1. Buy for cash flow and add value to increase profit on
sale.
2. Buy right, based on current actuals and not on future
proformas.
3. Secure long-term debt - long-term financing with
extensions greater than the hold period to have the
flexibility to ride out an economic downturn.
4. Have at least 6 months of reserves available at
purchase. This increases the investment stability and
protects investor capital.
The tried and true multifamily real estate market is still
the best option and has a great outlook for the future.

HOW COMMERCIAL SYNDICATION WORKS
We find
the property

We leverage our extensive national network to find great deals,
negotiate the purchase, and finance the properties.

You Invest

You invest and become a direct-owner of the actual real estate.

We Manage Everything

We oversee every aspect of the deal including management,
maintenance, tenant issues and rent collections.

You Receive Passive
Income

You sit back, relax and enjoy the benefits of passive income from the
rents we collect.

MEET MARK SHULER
B.S. Architecture –The Taubman College of Architecture, The University of Michigan
Commercial Real Estate Certificate –The Foster School of Business, The University of Washington
President & Founder –Shuler Architecture, Inc & Shuler Group Real Equity, LLC
Licensed Architect in the states of Washington & Texas
30 years+ experience as an architect, PM, owner & real estate advisor
Expert in urban infill, single family, mixed use & multi family
Deep experience in real estate investment analysis and underwriting.

MARK SHULER
Managing Partner

As a Principal, has led teams in the design, engineering, entitlement and construction of more than 500
projects in 15 states.
Expert in dealing with building owners, financial sources, architects, engineers, contractors and
governmental agencies.
Expert in due diligence analysis including:
−Review of environmental & zoning regulations
−Building & life safety codes
−Pro forma assessment & risk analysis
−Project underwriting, calculation of returns & cash flow projections
−Design, documentation, entitlement project build out

MEET JOSH WELSH
B.S. Electrical Engineering –The University of Michigan
Founder & Managing Principal –Three Pillars Capital Group
Founder & CEO –Greenline Apartment Management
Mr. Welch is a real estate investor executive specializing in value-add Multifamily
investment properties in Houston, Texas.
10 years of investment experience analyzing a variety of asset classes; worked in various
fields from defense contracting to financial modeling and data mining.

JOSH WELSH
Development &
Egineering

With his electrical engineering background and work experience in several industries, he
has developed the analytical skill set that allows him to identify multifamily deals with
value-add potential in ways most investors overlook.
Along with Three Pillars Capital Group Co-Founder George Goyal, Josh created the nonprofit organization World Will Be Better with the goal of building a 100-unit apartment
complex for the non-profit organization Turning Point Center which offers food, shelter,
and other rehabilitative services. World will be Better’s goal is to return this neglected,
underprivileged segment of society to an independent living status.

HOW CAN YOU INVEST?
We have a streamlined process that makes it
easy for you to participate in our commercial
real estate syndications and build generational
wealth for your family.
After you invest, we keep you informed with
regular investor updates so you know exactly
what's going on at all times.

OUR STREAMLINED INVESTING PROCESS

Sign up

Connect

Invest

Enjoy

The first step to invest
is to fill out our Interest
Form.

We'll discuss your
goals and find the best
investments to help you
meet those goals.

We'll help you understand
every step of the process
of investing with us.

We do all the work
while you sit back, relax
and enjoy the benefits
of passive income.

BOTTOM LINE
There's a reason ultra successful investors choose real estate; it's one of the most
powerful tools for generating wealth. Not only does it generate highly tax
advantaged income, but investors benefit from its stability and natural
appreciation.
Do you have this essential component in your portfolio? If not, maybe it's time to
see if you qualify to review our investment opportunities. We're here to help you
take advantage of the many benefits of this amazing asset class!
There is no obligation, so let's connect.

FOR ADDITIONAL INFORMATION
SGREInvestments.com
investor@sgreinvestments.com
(206) 854 - 3355
SGRE Investments does not provide tax, legal, or accounting advice. This material has
been prepared for informational purposes only, and is not intended to provide, and
should not be relied on for, tax, legal, or accounting advice. You should consult your
own tax, legal and accounting advisors before engaging in any transaction.

