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GROWING YOUR PERSONAL WEALTH THROUGH DIFFERENT INVESTMENT CLASSES

OVER THE LAST 25 YEARS AS A CHARTERED ACCOUNTANT IN 
PUBLIC PRACTICE I HAVE HAD THE OPPORTUNITY TO WORK WITH 
LITERALLY THOUSANDS OF SMALL BUSINESS OWNERS. SOME HAVE 
BEEN HIGHLY SUCCESSFUL AND AMASSED SIGNIFICANT FINANCIAL 
WEALTH AND OTHERS HAVE FAILED SPECTACULARLY. SO WHAT ARE 
THE LESSONS THAT CAN BE LEARNED FROM THIS EXPERIENCE THAT 
CAN BE USED TO GROW YOUR OWN PERSONAL WEALTH?

It is important from the outset to understand this 
article is not intended to provide financial advice but 
rather to identify some of the key traits of financially 
successful individuals. A casual conversation with 
a financial advisor will reveal that they deal in four 
main asset classes. Cash, fixed interest securities, 
Shares and Property. A deeper investigation will 
reveal each asset class has multiple variations for 
example shares or equities will include derivatives 
such as options and futures, property has options 
including residential, commercial and industrial. The 
options are almost endless.

There is however a fifth asset class that your 
financial advisor will not generally talk about and 
that is the asset class known as business. The 
Australian Bureau of Statistics advises that there are 
currently 2.2 Million actively traded businesses in 
Australia. Generally when we think of business we 
immediately turn to the big ones, the big four banks, 
the big miners and Insurance and Telco giants.

The reality is that the vast majority of businesses are 
small family owned businesses that we continuously 
interact with in our daily life.

So if we consider the now five different asset classes 
which ones are going to deliver the best opportunity 
to grow personal wealth? It is at this point your 
financial advisor will start to talk about risk and 
the correlation between risk and return. That is, 
generally speaking the higher return you demand 
from an investment the greater the risk you must 
be prepared to take that the investment might 
fail. The first two asset classes, cash and interest 
bearing securities are relatively straight forward, 
low risk, low return. However you are never going 
to achieve substantial personal wealth investing in 
a pile of cash or even the best performing interest 
bearing deposit you can find. The reality is that your 
investment in these asset classes will be lucky to 
keep pace with inflation.

Holmans is a dedicated team of chartered accountants and tax advisers ready to 
assist with their knowledge and considerable experience having served in medium 
and top tier firms from Sydney, Canberra, and Brisbane. Holmans Accommodation 
Team currently provides professional services in excess of 300 Hotels, Motels and 
serviced apartment properties throughout Australia.

Throughout his 25 year career as a Chartered Accountant, Tony has specialised in 
providing Accounting and Taxation services to the Accommodation Industry. Tony 
is particularly passionate about advising new entrants in the Accommodation 
Industry, providing business structuring, due diligence and related advice to assist 
clients in the acquisition and operation of their Accommodation business. Tony’s 
knowledge and expertise in the Accommodation Sector is highly regarded by 
financial institutions, legal advisors, sales brokers, valuers and associated industry 
specialists.
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SHARES AS AN ASSET CLASS

Moving on to shares and their derivatives things 
start to get a bit more exciting. Interestingly when 
you invest in shares in most cases you are in fact 
buying into a share of a business. Typically a very 
small share of a very large business. On average 
shares will deliver a better return than the first two 
asset classes offering a combination of a return 
of profits or dividends and an increase in value or 
capital gains. The average return achieved over the 
last 10 years was 5.5% which was dragged down 
significantly by the Global Financial Crisis and 
the corresponding dramatic fall in the Australian 
Share Index.

Shares have some appealing advantages 
particularly for novice investors. Typically they are 
a very liquid investment which you can buy and 
sell within minutes at a known price. Information 
on the performance of the business is publicly 
known and you have the right to vote on important 
decisions at an annual general meeting. However 
for a real entrepreneur the limitation is the lack of 
control.

As one of many thousands of shareholders you 
are never really going to be able to influence the 
decision making of the business and you are 
beholding to the decisions made by the board of 
directors and their CEO.

PROPERTY AS AN ASSET CLASS

Similar to shares property also has the potential 
to deliver both income returns and capital gains. 
An investor in a direct ownership of property has 
ultimate control over what property they own, how 
it is managed and when it is sold.

However the transaction costs associated with a 
direct property investment are substantial, stamp 
duty, legal fees, and Agents Commission to name 
a few. In addition, direct property investments are 
not liquid and it can often take months to sell and 
realise your investment.

The limitations of property around liquidity and the 
high transaction costs can be reduced substantially 
by taking an indirect investment in property 
via a listed property Fund. There are a number 
of listed funds that invest in a portfolio of real 
estate allowing you to buy and sell within a short 
timeframe. A listed Property Fund will also have 
the added benefit of being able to diversify across 
multiple properties in different markets around 
the country and even internationally. However by 
investing in a list fund you are handing control over 
to a Fund manager and they don’t work for free.
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INVESTING IN BUSINESS

Having owned my own successful business for the last 16 years it is an asset class that is close to my heart. 
Fundamentally different to the above mentioned asset classes in that typically a business is not only an 
investment but it is also a source of employment for the business owner. While it is possible to have a passive 
investment in a business such as a silent Partnership by far and away the most successful small businesses 
are owner operated. Typically the small business owner(s) will also possess a strong passion for business and 
an entrepreneurial spirit that drives their desire to grow and innovate.

So how does an investment in a small business stack up against the other asset classes? Typically in a 
successful small business you will receive an income from the profits generated by the business, similar to 
rent on property or dividends from shares. In addition a growing business will increase in value over time and 
can deliver a capital gain when sold. However unlike property and shares the business owner will also have a 
career and an opportunity to receive a salary to match. Control of the business and ultimate responsibility for 
the outcome rests with the business owner and they have the opportunity to share in all the rewards.

A summary of the key aspects of the 5 Asset classes described is as follows:

ASSET CLASS LIQUIDITY CONTROL
INCOME 
RETURN

CAPITAL 
GROWTH

RETURN RISK

Cash Yes Yes Yes No Low Low

Fixed Interest Yes Yes Yes No Moderate Moderate

Shares Yes No Yes Yes Medium Medium

Property No Yes Yes Yes Medium Medium

Business No Yes Yes Yes High High
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Before we all rush out and buy or establish our 
own small business it is important to understand 
the risks. The Australian Bureau of Statistics (ABS) 
tells us that 60% of small businesses fail in the 
first 3 years. Further it is understood that the most 
common cause of business failure is a lack of 
planning and in particular cashflow planning.

To the right individual the risk is well worth the 
opportunity to create their own path particularly if 
they are able to identify and mitigate the possible 
risks before they get started. One way to do this is to 
acquire a business with systems already in place and 
a successful track record of delivering outstanding 
performance.

Often a systemised business with a proven track 
record can be found in the form of a franchise 
business. Whether it is a business selling lawn 
mowing or hamburgers we have all used the goods 
and services of a franchised business and appreciate 
the quality and consistency of their products.

Often a successful small business operator will 
come from the corporate world, perhaps they have 
climbed the corporate ladder and a ready to find 
their own path. They may be ready to own their 
own business but lack the experience in business 
ownership. A new small business owner operating 
a Franchise should enjoy a running start by buying 
into the systems developed by the Franchisor that 
have proven successful outcomes. Typically the 
Franchisor will also provide a mentoring role guiding 
the business owner on how best to implement the 
franchise systems to achieve the best comes. Despite 
this systemised approach the best franchises will 
still leave room for the entrepreneurial business 
owner to make their mark on the business.

Whatever your plan for growing personal wealth, be 
it investing in a term deposit or buying a substantial 
business it is important to undertake your research 
or Due Diligence and make an assessment of risks 
and rewards relative to alternative asset classes.

 EXPLORE YOUR NEW HORIZON WITH QUEST

As the largest network of franchised apartment hotels, the Quest business format franchise system has 
provided business owners with a proven format for franchise success for 30 years.

Quest has recruited franchisees who have come from a variety of backgrounds, not necessarily from 
the hospitality industry, but have shown the energy and commitment to developing a Quest franchise 
business. Quest recruits’ franchisees in a very open and supportive fashion, with a rigorous selection 
process that gives both parties the opportunity to fully understand whether the partnership is right for 
both franchisor and franchisee.

Quest provides thorough support along the way, not only during the set-up but access to key personnel 
throughout the entire journey. Today, with more than 170 properties across Australia, New Zealand and 
Fiji, Quest has grown to become one of the biggest franchisors in Australia. Quest continues to open on 
average 8-10 new properties each year, regardless of economic and property cycles. This growth creates 
opportunities for our franchisees to expand their portfolio, with many of our existing Franchisees 
owning multiple businesses.

Head Office Level 21, 390 St Kilda Road, Melbourne VIC 3004
Phone 1800 334 033
Email contact@questapartments.com.au
Website www.questapartments.com.au

The information, opinions and conclusions provided above are generic in nature and do not express individual 
advice or recommendations. You should always consult a suitably qualified professional before taking any 
course of action outlined above. Holmans welcome any queries you may have in relation to the above matters.


