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FRACTURED CONDOS
In each of these
buildings, there are
large number of units
available at great
discounts for bulk
buyers.

sedReal Estate as a New Investment Strategy
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With the stock market in
turmoil, the bond market in
disarray, CD’s and Money
Market Funds paying almost
nothing, and commodity
prices taking wild swings,
maybe it’s time to re-look at
traditional and proven
investments.
In fact, most equity and debt investments
are only as good as the company standing
behind them, i.e. if it fails, or even runs
into trouble, it is most likely your
investment will also. When commodities
trade for far more than their production
cost, what are their true value other than
pure speculation. Trading currencies is
just as risky with an increasing number of
countries manipulating their exchange
rates for political and economic gains.
So what can one invest in, really knowing
the following:

1) that it is a bargain available at a large
discount to its replacement cost,
2) that at a minimum, the investment
generates a true net income with a
positive return after all expenses, and
3) that it has a substantial short to midterm profit potential.
One might think that such “dream”
investments are most difficult to find in
an environment such as today’s. Yet one
man’s problem is another’s opportunity.
It is widely recognized that the starting
point of the worldwide crisis has been
the over-speculation in residential real
estate, combined with very irresponsible
lending practices.
These drivers
augmented with many other secondary
factors too numerous to discuss here,
have gotten us from the market’s peak in
late-2005 to where we are today.
The “ground-zero” of these excesses was
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here in South Florida. It only stands to
reason that since this is where there was
the most damage, this is also where there
is the most pain and the most to gain.

“I always tried to turn ev
ery disaster
into an opportunity.”
John D. Rockefeller

Although the flow of individual
foreclosures coming to market may well
continue, there are number of bulk unit
deals available today that are great
investments.
A few of these opportunities actually
o f f e r t h o s e “ d r e a m ” i nve s t m e n t
advantages. In fact, some of the benefits
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of these are as follows:
1) One can often acquire completed and
rented units for a fraction (i.e. from
25% to 50%) of their replacement
cost,
2) These units are often fully rented and
will generate positive cash flow for the
new buyer as soon as property taxes
are re-adjusted the year following the
transaction,
3) As soon as the market starts coming
back, these units will be easily sellable
at substantial profit due to their low
acquisition price.
4) The acquisition cost on some are so
discounted that they can be acquired
for a total price which is similar to
what a buyer would have provided in
equity alone (on top of his financing)
just 5 years ago.
Therefore, by
acquiring the units with no debt, the
buyer has no risks of losing it to
anyone else.

Why Invest In South Florida
Real Estate?
Because of its unique climate, for close to
a century, South Florida has been the
most favored vacation destination in the
US.
Thanks to the post WW II
development of the US highway system,
South Florida also became the number
one destination of retiring Americans
with an average of 27% moving to
Florida upon retirement.
In the last few decades alone, thanks to
the advent of jet travel, South Florida has
become the preferred second home
destination of wealthier North
Americans. Thanks to its more recent
rebirth, Miami Beach has now become
the most coveted destination for the
young, the trendy and the International
Jet Set vacationers.
With the tremendous growth of cruise
vacations, Miami and Fort Lauderdale
have become the number 1 and 2 busiest
cruise ports in the world.
Finally, over the last few decades Miami
has turned into the business and
shopping capital for both South and
Central America, and the Caribbean.
All these factors combined with internal
population growth and strong
immigration (from Europe, Canada,
Cuba, Haiti, South and Central America)
will keep Florida as one of the fastest
growing states in the USA.
With such strong driving forces, there is
little doubt that the demand for dwelling
units of all type will rebound in the near
future.

Why Invest In Distressed Real
Estate?
Even by acquiring these properties on an
all cash basis, the operational returns are
often in the mid- to high single digits. Yet
subject to when and how strongly the
market returns so that the units can be
retailed, the profit returns may easily
r e s e m b l e h o w t h e s t o c k m a rk e t
performed in its best years.

As in previous economic cycles, real
estate values have dropped substantially
from their values at the peak. This is not
a unique situation, as this happened in
the early 1990’s, the early-to-mid 1980’s,
and very severely in the mid-1970’s – can
you remember being offered free
Cadillac’s if you bought a condo on the
Galt Ocean Mile in Fort Lauderdale?

In times such as these, preservation of
capital is a priority.
When one
acquires a tangible asset at a substantial
discount to its replacement value, which
also generates net income and has no
debt, it is difficult to find a more secure
and historically reliable investment.

It simply had not happened in 15 years.
They are merely market corrections that
are proportional to the level of
speculation that drove the price increases.
Having had substantial increases in the
early 2000’s, this correction was
somewhat to be expected.

Getting back to “one man’s problem is
another’s opportunity”, how can one
become the man with the “opportunity”?

Is it a “lifetime opportunity”?
This
depends at what stage one is in his life.
Nevertheless, no doubt it is the
opportunity for the next decade or more.

Why Invest Now?
While many think the Florida real estate
market took a dive in 2007, the fact is
that when one analyses the statistics, the
market really started its tumble much
before this. In fact, the dominoes started
falling with the wave of hurricanes of
2005 – sales just fell apart then, and have
not rebounded since.
Because of this, prices have dropped far
below replacement cost.
Many
properties, large and small, entry-level as
well as luxury, are reselling at a fraction of
what it would cost to rebuild the same
size and quality dwelling. This is most
unusual, even when compared to
previous cycles, making this a most
unique opportunity.
It is important to understand that new
construction also began slowing down at
the beginning of 2006. So while it is true
that speculation considerably inflated the
inventory of dwellings built in Florida,
additional new supply has since ground
to a halt.
More recently, since late 2008, many
investors have begun taking positions and
acquiring houses and condos throughout
Florida. In fact monthly sales in Florida
are on the rise each month since
September of 2008.
With the new incentive programs being
launched by the federal government, it
should be expected that this buying trend
is about to surge even more. With no
new construction able to start, no new
units will become available for at least
two years (due to normal construction
delays).
Therefore, it should also be
expected that the inventory of available
units is about to start receding. Once the
media announces this, then that will
obviously be the end of the great deals.

Why Invest With Devco South?
Although Devco South LLC is a new
vehicle specifically organized to profit
from the current market opportunities,
the residential real estate market is not
new to its principals. In fact, developing
residential real estate has been their daily
focus for over 50 years, with three
decades specifically in South Florida.
Can anyone not simply go and invest on
their own and manage their own
properties?
No doubt many can.
However, like in any serious business
there is an expensive learning curve.
Each state, county, city and market has its
own rules.
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Yet many mistakes can be terribly costly,
and there are ways to simply avoid them
and save a lot of time and aggravation,
such as co-investing with well-established
professionals.

Thinking of investing?
Who are Devco South’s investors?
Over the years, Devco South and its affiliates have partnered with investors ranging from
institutional types such as pension and investment funds, insurance companies, to private
individuals whether local or overseas.
The ideal partner is really defined by the
opportunity available at a given moment, its size, equity requirement, and time schedule.
Some partners have more ability to raise substantial sums, while others (often smaller) can
move faster, so it really depends on the deal, the partners and the opportunities.

Devco South's is backed by Eurodev LLC
in Florida and Groupe Lepine from
Canada. Its principals have earned their
expertise over the decades from
developing thousands of various units in
Florida and elsewhere.
Because of its track record of successfully
turning around dozen of properties
during previous market corrections,
Devco South has a network of contacts
that actually offer them some of the best
opportunities before they even hit the
market.

“Jumping at several small
there
opportunities may get us
more quickly,
one
than waiting for one big
to come along.”
Hugh Allen

There have been many “bubble bursts”
over the last 50 years, as well as many
“golden” opportunities. Devco South has
developed its own set of criteria to
analyze opportunities, develop turnaround strategies to reposition and exit
properties in the timeliest manner to
maximize profits.
Devco South has a lengthy experience of
profitably managing real estate projects,
investing its own funds as well as its
reputation for the benefit of its financial
partners.

What sort of partnerships does
Devco South enter into?
Again, the partnerships have ranged from 50/50 arrangements to Limited Partnerships
with numerous investment partners. The ideal structure is really determined by the
opportunity and the partners; some investors prefer having an equal position, while others
are simply seeking a passive minority position in an investment.
Furthermore, while Devco South is in discussion with large out-of-town investment firms
looking for local expertise, it is also organizing an investment fund to pool resources and
target smaller assets that fall below the threshold levels of the bigger funds.

What are the investments requirements?
The main requirement for a private individual is to be an “Accredited Investor”.
Otherwise, investments can range from $250,000 US for smaller opportunities and pools
(funds), and could reach $20 US million. Like so many other issues, the investment size is
usually driven by the opportunities.

How can an investor get in on an opportunity?
The unpredictability of the market is such that it is hard to forecast clearly what quality
and quantity of opportunities will be available, or what amount of funding will be required
from one month to the next.
The most predictable characteristic of such markets, is that opportunities move very fast.
Devco South and its partners must be able to respond quickly and appropriately. When
the “great” deal shows it head, there is no longer time for partner “courtship”.
Devco South’s advice to interested investors is to review our online information, then get in
touch with us and arrange to discuss what are your investment goals and criteria. It is
much easier for us to match an opportunity to an investment once we better understand an
investor’s risk/reward appetite.
If you have read about the incredible residential real estate investment opportunities
available in South Florida and you are wondering how to participate, this is an approach
you should consider.
With the tremendous efforts made by every level of government to relaunch home buying,
they may just succeed as planned sooner than most expect. Please contact us at your
earliest convenience.

Urban Myths
THE MARKET IS NOT DISTRESSED

THE MYTHICAL DEALS

There is an important aspect that
many people misunderstand about
today’s real estate markets.

Many out-of-town investors come
to Florida with great expectations
and a long laundry list of features
they seek to find in a new condo/
home, although still at rock bottom
price.

Many refer to the Florida’s market
as a “distressed market”, or it having
“distressed real estate”. Nothing is
further from the truth. The real
estate is NOT “distressed”, actually,
it is probably very happy sitting in
the sun.
“Distressed” is a condition that
can only be applied to owners
or lenders. Yet it is important
to remember that not all
sellers are financially
distressed, but only a few.
As an example, while there
may be 10 units for sale in the
same column of a building,
one should not conclude that
they are all distressed. In fact
most may simply want to sell it for
usual relocation reasons, while only
one or two sellers may be in a
financial bind and need to sell
promptly at any price.
The challenge lies in identifying
which one’s are the “distressed”
sellers since most likely, their units
are listed at a similar asking prices
as those owned by the healthier
sellers.

They’ve heard about a friend-of-afriend-of-a-friend-of-theirs who bought
some incredible condo/home at a
fraction of its previous price.

bottom
“Don't try to buy at the
and sell at the top.
liars.”
It can't be done, except by
Bernard Baruch

Yet, they can never quote a specific
address that can be verified.
The drive to find such impeccable
homes (without any weak points of
course) at mythical discounts,
combined with the difficulty of
finding any good deal whatsoever, is
such that most of these want-to-beb u ye r s f i n a l l y r e t u r n h o m e,
dis appointed , without hav ing
bought anything.

Devco South’s mission is to leverage its 30
ye ar s o f fi n an c ia l an d prac ti c al
experience in the South F lorida
residential real estate market for the
benefit and profit of its investors and
financial partners.
715 NW 1st Avenue
Fort Lauderdale FL 33311
USA
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MARKET REALITY
Active in South Florida since
1978, Devco South’s
principals have done most of
their Florida projects when
times were difficult and there
were great opportunities for
repositioning.
Considering the length of
time it normally takes in real
estate from initial discovery
to conclusion, this again
seems to be that opportune
time in the cycle.
Devco South feels that the
best wholesale opportunities
will happen over the next
two to three quarters, as
banks are under increasing
pressure from regulators to
tidy up their books.
The market reality for these
institutions is not so much a
question of “how much” they
get for an asset, but “how
quickly” they can get it.
Notwithstanding the general
perception otherwise, once
these deals are done, there
will be very little left in the
pipeline since construction
starts came to a virtual halt
in early 2007.

