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Why Choose Exchange Resources, Inc. as Your Qualified Intermediary?

· In-House Legal Counsel

· Fidelity Bond

· Errors and Omissions Policy

· Certified Exchange Specialists on Staff

· Experienced Exchange Administrators

· Segregated Exchange Accounts

· DRE Accredited Classes

Contact Us:

Toll Free: (877) 799-1031
www.exchangeresources.net
§1031 Exchange News

INVESTMENT DIVERSIFICATION
Can my Real Estate be at Risk?
Are all my Investment “eggs in one basket”? 

Diversification, or balance, in an investment portfolio can be critical to success as market conditions change and shifts take place.  There can be great increases when the market is going up, but unfortunately when an economic downturn occurs, it can lead to severe financial loss.  A large percentage of successful investors will not restrict their holdings to just one type of investment (i.e. stocks, bonds, mutual funds, etc).  Investors tend to include investment real estate to create diversification in a well balanced portfolio.

Is my Investment Real Estate Portfolio Balanced?

Real Estate of all types has proved itself for decades as an attractive investment.  But many investors wonder if they create added risk if they own only one property type.  For example, if an investor owns only single-family rentals they may miss out on greater cash flow as opposed to owning multiple unit properties.  If the residential market turns flat many investors wonder what they could have done better by complimenting their holdings with a portion of retail or commercial properties.  Different property types, or a balanced portfolio, can be a strong contributing factor to economic diversification.

What about Geographical Diversification?

When an investor accumulates investment real estate in a concentrated geographical location (usually near to where the investor resides), possible dangers can include natural disasters concentrated in that particular area (earthquakes, fires, hurricanes, etc).  Such concentrated properties as a whole can be at risk or subject to potential loss within that environment because all holdings are in a concentrated geographical area.  An investor should consider other counties of the State or regions of the Country are thriving because of business expansion.  The investor may be missing out on great appreciation opportunities.

The §1031 Tax-deferred Exchange is a method to achieving property diversification, and is one of the last tax shelters allowed by the IRS.  It is a transaction in which an investor exchanges investment property for like-kind investment property.  This permits the deferral of the payment of state and federal Capital Gain Taxes and the Recapture of Deprecation Tax.  The IRS defines like-kind property as all real property held for investment purposes, or the productive use in a trade or business.  This creates more buying power than if the taxes were paid, and possibly creates a new schedule of additional deprecation to take advantage of.

Exchange Resources, Inc. cannot and does not provide advice regarding specific tax consequences.  Investors considering a §1031 tax-deferred exchange should seek the counsel of their accountant and attorney.
