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LAND

THE CURVE, THE CLOCK & THE COST

Beyond simply repeating “location®3,” the desirabil-
ity of land to bank is based on prosamaty to a promising
metropolitan area and the related economac activaty.

“Loock at any cify downtown and you are already

toe late (for land banking), as thas is already developed,”
says Gold. “The concept of the curve is to get two to
three miles outside of current development and find pre-
developed land. Look at the master plan and get in three
to five years ahead and then catch the sprawl wawve.”

Timing 1= relevant, and so is the extent of dewvelop-
ment or preparation of the land for sale. It is not so much
chronological as it is the relafion to a collection of non-
lineal 1zsues described in the 10 indicators in Figure 1

Additionally, land goes through various stages of
added value - from raw land to developed land - as does
the cost of acquisihon. Acquisition at each stage reduces
the spread or profitz available to investors between raw
(undeveloped) and finished (fully developed and built-

) land.
¥ The following curve illustrates the cost and profit an
inwvestor can expect as land value rizes over time, from
the land’s undeveloped stage, to pre-developed to dewel-
oped. The diagram also shows the best imes to buy and
sell See Figure 2
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LAND VALUE ————

LAND BANKING FOR EVERYONE

Traditionally, land banking has been dominated by
big players. But long-term land banking programs also
are available for smaller investors. Ace Group 1=
one source of land banlang advice. Ace Capital Group
does not encourage capital leverage and sees land as a
long-term nest egg or education fund investment that
offers no interim income but significant spread income
upon sale of the land.

Ome of Ace Capital Group's projects has returned a
profit of 33 percent per year over a recent five-year hold-
ing pericd.
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Land Banking Resources
Can Increase Your Returns

By Julian King

Many real estate inwestors limit their investments to
buying houses. But there is a strong argument to go further
down the real estate feod chain and look at unbundling the
compoenents in a howse purchasze: The land, the buildings or
labor, and materials necessary to buld that home.

Homebuilders caleulate their house prices and gross
margins by beginning with the base land cost. Individual
irwvestors can participate in this ncher profit model by put-
ting portions of their real estate investment funds info land
banking This increases potential profits when clear mles
are followed.

Mark Marovlansky iz senicr vice president and chief
cperating officer of California-based Ace Capital Group.

“There i= a strong argument for investment diversifica-
tion paper assets becanse different classes of real
estate follow different cycles,” say= Marovlansky. “We were
reminded by Mark Twain that well-located land never goes
out of style” as no one i= making any more of it

BANK ON DEMAND

Investment companies know that thoughtfully selected
land is bath a reliable and haghly prc-ﬁhble inwestment. This
15 parhn:u]:a:hr =0 in times of economic expansion and when
the land 1z purchased at prices that can provide extraordi-
nary fubure retums.

Land banking i= buying and l'mldi.n,g raw land: Buy low
in the path of metropolitan expan=ion, hold for an extended
time, and sell high at better-than-average profit.

"Consider the relative appreciation of homes and land
in Gilicon Valley,” says David Gold, executive vice president
of GreendWealth com  *Thirty years ago you could buy a
home for 80 000; now that home 15 worth $600,000 or 10
times that 30-year-old price. You could buy an acre of land
then for 510,000 and that 1= now valied at a milhon (dollars)
an acre or 100 fimes the investment. And this 1= without
maintenance costs.

“Don't wait to buy land; buy land and wast,” say= Gold.
“This has worked for the wealthy forever.”

These profits are based on demand and monetary inflation

The magic in land banking 1= to identify and buy unde-
veloped land well in advance of the developers. History
shows that homebuilders need real estate. Stagnant growth
iz not an option, especially when it involves public com-
panies that need land on whach to build homes to satisty

m Mzrch - April 2000 . Fursonal Rsal Extato imvostor

the expectations of analysts and inwestors. “We have just
gone through a cyele of real estate confraction where build-
ing slowed, but nationally we did not reduce population
growrth rates,” says Chen Wang, chairman of Ace Capital
Group. “And this points to ongoing pent-up demand for
well located land.”

Consider pepulation fundamentals. A compounding
growth rate of 1 percent takes the U5 population of 310 mal-
Lon (2006) to 339 million people needing 170 million famaily
units in just 10 years. 115, populafion growth is closer to 2.1
percent per anmum (United MNations data) and regional rates
are different again Today there are about 130 mallion dwell-
ing units in the 115 makmg the nation shert by 40 million
units by 2016 if there is no intervening constructon.

The key is finding markets that are growing the fastest
and at more than the average projected rates. The South and
the West lead in growth

DESIRABLE DIRT

The best land bankers are smart land pickers. They
apply similar stock piclang tools to look ahead at future
company product or service demand and therefore perfor-
mance of a company stock Picking desirable land has exact-
I the same goals. The following diagram from Ace Capital
Gmu]:r describes desirable dirt. This proven land selection
wisdom has been developed by Ace Caprtal’s Wang over the
last 40 years through good times and bad. See Figure 1

10 KEY INDICATORS USED

TO PICK DESIRABLE LAND
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Figure 1
Courtesy of Land Banking Institute
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IT’S NOT THE HOUSE
IT’S THE LAND

s *:- B - A .ir.rlh-h._._ H-ﬂ_ " Thirty years ago $60,000 would have bought a house in Orange County.
W A e R 0 L A el ) /' Today that house would be worth about $700,000. But 30 years ago
s * = T you had a choice. Just a couple of miles away from that house you

e =" “me  _couldhave purchased $60,000 of pre-developed land. Today most of
. _.._,-.-.L.-...;-\.:"",h- & .t eom thatland would be worth-over $2,500,000. You hale thé same -
— T - choice today. For a place to live — buy a house. For long term

e "I - e . appreciation — it's the land.
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u/ Select Pre-developed Land
u/ In‘a Premier Land Banking “Hot Spot”

" - LL----"';_. fﬂ* No Toilets, No Tenants No Trash '|

(4 Acqwre with Your Existing Retirement-Accounts
v/ 50+ page Property Profile and Disclosures ﬂ
v Fee-Simple, Grant Deed )
' v Title Insured
\ v/ No Maintenance Costs = Taxes Only F
GREENDEED v Wholly owned or tenants-in-common J

___ CONTACT US TODAY: 888.472.4223
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RegISter for a i;'l i ;.”? ‘, Go online to www.aced4wealth.com/now and use code #NOW to get:
p— i

0 o~ * FREE Informative Packet about Land Banking
FREE Weblnar Ry » FREE ticket to “Money4Life” seminar

* Independent Study on land values in our “Hot Spot”

© 2010 ACE Capital Group. All rights reserved. ACEH Capital LLC, d/b/a Ace Capital Group (‘ACE”), is organized under the laws of the State of California, is not a real estate or security brokerage and does not offer any
brokerage or investment advisory services. ACE sells land through a network of California DRE licensed real estate brokers. ACE makes no forecast or claim of future value or appreciation of the land. Past performance
is not a guarantee of future appreciation. Read the full land disclosure package carefully before deciding to make any purchase.

Our business has evolved from our
founders’ very successful personal land
In just 30 minutes | can show h.ow to take Become an authorized banking. Our mission is to help ?ur
control and secure your financial future . . customers emulate our founders
through the power of using a Self-directed representative of ACE Capltal success by delivering to them maximum

Join us today.

IRA for Land Banking. Contact me today! Group’s premier Land Banking possible benefits through land banking.
product GreenDeed ™

Bei Qin presiDENT
David Gold rresipent INFO@ACEQINVESTMENT.COM

DAV\D@GREEN%WEALTH.COM A(:*E CI\PITF\L GR()UP 4633 Old Ironsides Dr.
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Redwood City, CA 94061 .
CELL408.921.3281 Learn More Today! - Santa Clara, CA 95054

FAx 408.715.0596 877.833.2888 . 877.462.1188
www.GreendWealth.com/gold www.Aced4Success.com/prei www.ACEQInvestment.com/Success
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