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The Cash Flow Advantage
There has been a recurring 
debate over the years over the 
best avenue for investing
your money: stocks or real 
estate. Many people, including 
investors, typically think of

the stock market as providing the 
biggest returns, but recently 
there’s been a renewed
interest in real estate as an 
investment, and for good reason
—low home prices and low

interest rates mean high rates of 
return and cash flow. But which 
one actually provides
the best return on your 
investment? Which one is the 
best long-term solution for you?



The Breakdown:
Buying shares of stock is 
basically like buying small 
pieces of a company. Each share
of stock you own entitles you to 
a cut of any profit that the 
company generates. The
company decides how much 
profit will be reinvested into 
growth or operations and
how much will be paid out as 
cash dividends. In fact, many 
stocks don’t pay out
dividends at all. A typical 
stockholder doesn’t have any 
control over how the company
operates or the decisions that are 
made, and is unable to take steps 
to maximize their
returns. Additionally, over the 
years the stock market has 
proven to be a much more
volatile market than real estate.

Real estate has its own risks, of 
course, but by its very nature it 
offers an investor more
control and the ability to affect 
returns directly. By doing a little 
homework, running
the numbers, and investing for 
cash flow (rental income after 
mortgage and expenses
are paid) an investor can take 
steps to ensure a good 
investment and even improve 
that investment over time.

How? If the math behind a 
property presents a positive cash 
flow each month, there is
a steady, reliable profit. Real 
estate investors run the show 
from that point, making any
decisions that concern their 
investment. They have the ability 
to increase a property’s

value by making improvements, 
and can even decide who will 
live in the property
and what the rent will be. 
Ultimately, the steady stream of 
income will pay off the
mortgage while the cash flow 
builds wealth and the property 
builds equity.
Performance:
But how do real estate’s returns 
compare to the stock market? 
Let’s compare the two
since 2000. In January of 2000 
the S&P 500 was at 1,394.46 
points. After several
peaks and valleys, it rose to 
1606.28 in June of 2013, 
showing an increase of 211.82
points or 15.19 percent. An 
investment of $100,000 in the 
stock market in January
2000 would be worth $115,190 
in June 2013.



Neque aliquam faucibus adipiscing
Now let’s look at home prices 
over the same time period. 
According to the National

Association of Realtors, the 
median sales price of an existing 
single-family home
in January 2000 was $139,600. 
By June 2013, the median sales 
price had risen to

$214,700, showing a 53.8 
percent increase—and this 
includes the worst housing crash
in recorded history. So $100,000 
invested in real estate would 
have grown to $153,800.

But this figure doesn’t include 
cash flow, the most important 
element of a real estate
investment. A $100,000 
investment in a rental property in 
January 2000 with a tenant
paying the average rent price 
(based on Census Bureau 
averages) would have generated
a total of $97,223 in cash flow 
by June 2013. Add this to the 
property’s 53.8 percent
appreciation—which should 
always be considered a bonus, 
not a guarantee—and the

returns total $251,023! That’s an 
incredible 151 percent jump, or 
nearly 10 times the
S&P’s 15.19 percent increase.

Of course, every investment 
property has expenses such as 
utilities, insurance,
maintenance, and repairs, but 
these are all part of the equation 
to determine a good
investment property from the 
outset. And unlike the stock 
market, real estate has
excellent tax benefits that allow 
for the recapture some of those 
expenses.

Taking Control of your Money:
Fortunately, it’s never too late to 
begin investing in real estate. If 
you’re interested in
taking advantage of the 
incredible investment 
opportunities in real estate, I can 
help
find you wealth-building 
properties. As a Certified 
Investor Agent Specialist® 
(CIAS),
I have specialized training in real 
estate as an investment and can 
show you how real
estate investing can work for 
you.


