
Financial Bites (Advertorial)

Investing in property, whether you’re looking to 
buy and rent it or simply hold on to it until it 
appreciates in value, leveraged investments 

might be the right option for you. Read on to 
learn about what’s best for you...
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Suzanna and Mounir wanted to buy a piece 
of land for JD20,000, so they put aside a 
portion of their monthly income until they 
accumulated the amount required 
(a traditional investment). 

If you want to do the same: Let’s say 
you can spare JD1,000 from your monthly 
income; this means that you need 20 
months to come up with the needed 
investment amount, which might result in 
either losing the investment opportunity 
or buying it at an appreciated price, which 
decreases your overall return. 



The risks of leveraging real estate
Using leverage to purchase real estate can 
magnify your returns, but it can magnify losses 
as well:  
Say you leveraged your investment over two years   
     and then sold the land. Throughout that time, 
     the price appreciated by five per cent 
     each year; if you were paying eight per  
     cent  interest on your two-year loan, you     
     would actually lose on your investment. 
Investing in real estate holds a risk 
     of underperformance, meaning that        
     the price of the property might depreciate        
     over time due to many number of reasons.   
      In a traditional investment, if you sold your         
      property for JD15,000 after two years, you   
      would lose JD5,000 on your investment. In a 
      leveraged investment,  you would still need  
      to repay JD20,000 to the bank along with the  
      accumulated interest. 

Is leveraged investment right for you? 
There are many factors to consider in helping you 
determine if leveraged investments are the right 
choice for you and your family:
Do you have a specific investment goal in mind? 
How long are you planning to invest? 
How much debt are you carrying so far? 
How stable is your income? 
What is your risk tolerance? 
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Lana and Ziad wanted to buy a piece of land 
for JD20,000, so they borrowed the amount 
needed (a leveraged investment) and then set 
aside a portion of their monthly income to 
repay the loan. 

If you want to do the same: Assuming 
you borrow JD20,000, you can buy the 
property immediately and benefit from the 
price appreciation during those 20 months 
while repaying JD1,000 per month until you 
cover the loan amount as well as the interest 
on it. You need to make sure that you are left 
with a reasonable return margin after repaying 
the loan and the interest to justify the risk 
associated with this type of investment.  

* The information mentioned in the article constitute general advice and is 
not to be construed by readers as guaranteed financial recommendations 
to take any action.

For additional tips and advice check out www.investbank.jo.


