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While Deals On Demand is about finding and negotiating deals successfully, we decided to 
include a number of “advanced strategy briefings” that will allow you to discover more about 
some of the strategies we mention in the program. This way you can decide if it may be of use 
to you to learn about the strategy in more depth later. 
 
The deposit recycling strategy, aka “momentum investing” 
 
Introduction 
 
One of the main drawbacks of property investment is the deposit. To borrow the tens or 
hundreds of thousands needed to buy a property you also need a deposit of around 25% to 
even get the deal off the ground. This can be achieved by many of us over a period of time, or 
by using our savings but it doesn’t feel like a long-term strategy. If you use this money once, 
then you will end up with it stuck in that property for 25 years. No more rainy day money, no 
more ready savings and the investment strategy stops at a single property. It doesn’t feel like 
you are going anywhere. 
 
But it doesn’t have to be like this. Momentum investing is the way to recycle that deposit and 
use it again and again. The best investors use as little of their own money as they can, and then 
leverage it to get the biggest return from that cash. Momentum investing does what it says on 
the tin – you don’t buy one property and then wait 25 years, you buy property after property. 
How? By using the same cash. 
 
What is momentum investing? 
 
The way to use your single pot of deposit money time and time again is known as momentum 
investing or the deposit recycling strategy. It allows you to use your own money as effectively as 
possible when investing. That is the secret to being able to grow your portfolio without the long 
wait to save up more cash for a deposit.  
 
Investing is often all about being able to move on the right deals at the right time. Some 
opportunities are seen for only a few days and then snapped up by an investor who is ready to 
move. If your cash is tied up for a long period of time then you are going to lose out to the 
investors who have cash on the hip. But don’t be fooled into thinking that these investors are the 
type that have deep pockets and a slush fund of millions to play with. 
 
The vast majority of investors are people like you and me who have a little money to play with 
and want to see it go as far as possible. This is where momentum investing comes in. It allows 
you to use your deposit several times a year – that’s right, the same money time after time! You 
may think that this just isn’t possible, but there are thousands of people out there that know how 
to use the benefits of momentum investing and have set up their entire portfolio on the back of 
it. The deposit itself isn’t always from their funds, so in effect they may be sitting on a property 
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portfolio worth millions of pounds gross, but have never put their hand in their pocket to start the 
investment in the first place. 
 
Sure, there are investors out there that have access to millions, but you and I just don’t – it’s a 
simple fact of life. So, in the meantime you can give up on your property dreams or look at a 
way of making your money work hard for you. I prefer the second method, and I’m sure you 
would rather work this way too. This strategy enables you to stretch your money as far as you 
can. The next section will show you the nuts and bolts of how it all works. 
 
How the strategy works 
 
This strategy is simple, if you know how. Have you ever wondered how some companies get so 
big? They don’t wait for the sales to come in and then see where they can invest from there. 
They look at how hard they can make their money work, often this is cash that they have 
secured from investors. Over time the company sees a massive return on these investments 
because the money is used several times over. If you invest in a project for ten years, then you 
may get a solid return but it won’t set the world alight. The same goes for putting all of your 
money in a long-term property deal and waiting 25 years for the mortgage to be paid before you 
get your deposit back. The smart investor wants to put together several deals a year as an 
absolute minimum. Here is how – 
 
You invest your money in the right deal. This means that you look for a property that will be 
worth a lot more when you have spent a little time and energy on it. You will make it look and 
feel like a property that is worth a considerable amount more than what you paid for it a short 
time earlier. This can happen one of two ways – 
 

 
1. You buy something that is significantly under market value 
2. You improve the property in a way that adds value 

 
The fact of this is that you can buy a property for one sum of money, then have it revalued a 
short time later for a much higher figure. So, the first step is to buy the right property for the right 
price. 
 
You then do your work to the property. So, based on the above, this could be a renovation 
project, some decoration or any other way that shows the property in its best light and will gain a 
much higher valuation than when you bought it. The most common ways of doing this are by – 

 
● adding a room or an extension  
● installing features that are expected of a modern property but not present (such as 

central heating or double glazed windows) 
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● fitting a new kitchen or bathroom, as these are seen as the most important rooms in the 
home 

● a major redecoration that shows a property that looked in poor shape when you bought it 
as now looking great 

 
But there are also other ways of adding value. Developers look at all kinds of ways to make a 
property look so much better than it did when they made the purchase. Once you have spent 
some time looking at properties and exploring the possibilities then you will come up with some 
innovative ways of your own to add value to a property. 
 
Now a developer will add value to sell the property on, or sometimes rent it out for a monthly 
income. With momentum investing you will keep the property and rent it out, but there is one 
more step involved before you get to this point. 
 
You will have bought the property with the help of a mortgage, unless you are one of the 
multi-millionaires that we looked at in the last section. If you are, then a property deal may come 
a lot easier, but even so, I’m sure you would rather use someone else’s money than your own to 
invest in property. You will need to remortgage at this stage to get your money back out. The 
value that you have added in the meantime will mean that you can get your deposit back, plus 
any money that you have spent on the renovation. This really becomes clear in the next 
chapter, when we take a look at some worked examples, that show you what this means in 
pounds and pence. 
 
Examples of momentum investing 
 
As with many things in life, they are best seen through the use of examples with all the facts and 
figures lined up. The first example shows a purchase of a property under market value, with 
some small redecoration work that will allow the property to look its best. 
 
Example 1 
Purchase price of property £100,000 
Mortgage available at 75% (A) £75,000 
Deposit needed £25,000 
Redecoration and purchase fees £10,000 
Total amount needed to invest £35,000 
Revaluation of property after works £150,000 
New remortgage (B) £112,500 
Old mortgage pays off the new (B-A), leaving you with £37,500 
 
This is more than the £35,000 you put in, and you now have this for the next investment. You 
can see from the figures that this gives you the deposit, redecoration and fees money back do 
you can look for the next investment. Some of the increase in valuation has come from the fact 
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that you bought Below Market Value or BMV, but some has come from the way you have been 
able to present the property in the right way for the surveyor. 
 
In the next example, there is a little leeway for a property that is below market value, but much 
of the increase in value comes from the work that you put into the property. It is a refurbishment 
and the work put in increases the value of the property significantly. 
 
Example 2 
Purchase price of property £150,000 
Mortgage available at 75% (A) £112,500 
Deposit needed £37,500 
Redecoration and purchase fees £45,000 
Total amount needed to invest £82,500 
Revaluation of property after works £250,000 
New remortgage (B) £187,500 
Old mortgage pays off the new (B-A), leaving you with £75,000 
 
Although in this example you don’t quite get all of your money back out of the investment, you 
do get over 90% of it back. If you could buy and own properties worth £250,000 with only putting 
down £7,500 over the long term, this would make investing in property a much more lucrative 
way of doing business. 
 
And these figures don’t just work with properties of high value. You can add value at the lower 
end of the market and see your money come back to you. 
 
Example 3 
Purchase price of property £50,000 
Mortgage available at 75% (A) £37,500 
Deposit needed £12,500 
Redecoration and purchase fees £10,000 
Total amount needed to invest £22,500 
Revaluation of property after works £85,000 
New remortgage (B) £63,750 
Old mortgage pays off the new (B-A), leaving you with £26,250 
 
So, you walk away with a small profit of £3,750 and have the property to rent out, effectively it 
has been paid for by the second mortgage company. You then have your initial investment of 
£22,500 to use when looking for a new property. 
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Why it works for investors 
 
Now investors, particularly property investors, are a strange bunch. They are always looking for 
the best way to get their money to work. Most of the population put their money in the bank and 
expect the bank manager and his staff to look after it for them. Of course, with the financial 
compensation schemes set up by the government, there is little or no risk of losing that money. 
So, in that sense of the word, it is looked after. But the interest rates offered are pathetic. 
Savers lose out every time to borrowers. The low interest rates that we have seen in the UK for 
the last ten years or so have made it a great time to borrow money for a mortgage. 
 
Property investors don’t want to put their money in a savings account at 0.1% or an ISA at not 
much more. They want the most from their money. They know that if they want to make great 
money without having to go out to work or to supplement a fantastic lifestyle and have a happy 
retirement, that their money has to work far harder than this. That is why they look for ideas like 
momentum investing. It allows the investor to make good money out of a deal and then get their 
deposit back out for the next one. The best investors will have their money back out in no time 
and will be looking for another deal. This is why it is ideal for an investor – 
 
Risk 
Momentum investing allows you to be the big property dealer without having the risk of leaving 
large deposits in many properties. Any investment strategy carries an element of risk. You will 
have seen the warnings from investment adverts – “your capital is at risk; the value of 
investments can go up or down” – but as human beings we want the risks to be mitigated. We 
want the returns but without the high degree of risk. With most investments, this just simply 
cannot happen. You can’t have a high return from a low risk. But if you can remove your deposit 
then effectively you have an asset with none or very little of your cash invested in it. Your capital 
is not at risk, because you remove it from the investment as soon as you can, we will look at the 
as soon as you can in a later chapter. It is always better to invest with someone else’s cash than 
your own. If you get your deposit and costs out of there, then this is in effect what you are doing. 
 
Grow quickly 
Recycling your deposit allows you to grow your portfolio over a short period of time. Rather than 
buying and waiting for the rent from one property to give you enough capital for a deposit on the 
next, the recycling gives you that money back quickly. Rather than planning over the next ten or 
twenty years how your investments will grow, you can plan over the next two or three – 
sometimes even less. If you want your property business to be more than just a supplementary 
income, if you want it to be your way of life, then growing quickly is the key to being a 
professional investor. There is nothing wrong with staying small, but growing quickly when you 
have researched the right opportunities is a great way to have the lifestyle you want. 
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Move on opportunities 
It is frustrating to see all kinds of opportunities and let them fall through your fingers. Just buying 
one property will include a lot of research. You will make a lot of contacts. There will be several 
opportunities that you look at and scores more every month. Most investors look at the ones 
that got away as much as the ones that they eventually buy. If you have your cash ready for the 
next deal then you are in the ideal position to move when something great comes along. 
Don’t be the investor that has to pass on deal after deal because you are just not in the right 
position to act. If you remove your deposit from one deal, then it is ready for the next one, when 
you go out there and find it. 
 
Tips on how to make it work 
 
This might sound like child’s play from what you have read so far. It isn’t something that will 
require a degree in astrophysics, but getting this right is the difference between recycling your 
deposit and having it left in the property indefinitely. This whole strategy is based on getting that 
deposit back out, so there are certain things that you need to get right in order to effect the 
strategy. Here are my top tips on how to get the most from this – 
 
BMV is a risky strategy because much of this depends on you being able to convince the 
surveyor that the property is worth significantly more than it was when you bought it. He or she 
will have carried out their research and will know what you paid for it. They will have at least a 
rough idea of what it was like before – in fact they may have even been the surveyor who 
valued it in the first place. So, telling them it is worth £50,000 more just because you are a great 
negotiator and you haven’t done a great deal to the property may very well not sway them to 
increasing the valuation significantly. Adding value is a much better strategy. A surveyor that 
walks into a property that has had a complete refurbishment and looks transformed is far more 
likely to get the job done. 
 
Help the surveyor to value it right is a great way to get the valuation you want. You shouldn’t 
leave this to chance. I suggest that you meet them at the property, show them around and talk 
about all the improvements you have made. Let them see the amount of time, effort and money 
that you have put into the property. A list of all the work and a set of before-and-after photos will 
also help them to see the new value of the property. If there have been similar properties sell for 
a high price in the area then bring these details along so you can persuade the valuer to give 
you the valuation that allows your deposit to come back to you. 
 
This isn’t an exact science so don’t treat it in that way. It would be great to have deals like the 
Example 1 we looked at earlier time after time and get out more than we put in. But it doesn’t 
always work like this. There are many things that can affect the valuation at the end, even the 
mood of the valuer. So, you can’t be sure that you will get all of your deposit back every single 
time. Some deals go great, some don’t quite hit the mark. But if you do your research and do all 
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you can to help the surveyor come to the right decision, then you will get the best out of every 
deal. 
 
Stage the property for valuation so that it looks the part. A bare property can be difficult to value, 
even for the most experienced surveyor. Everyone needs to be persuaded that a certain room 
has a certain function. Something as simple as a bed in every bedroom just ticks the boxes for 
the valuer that the small room can house a single bed, the third reception room is a study and 
there is enough space for a table in what you are calling the kitchen-diner. Do all you can to get 
the best valuation possible. 
 
Have a back-up plan so that the work you out into this won’t go to waste if you don’t quite get 
the valuation you need. Never put all your eggs in one basket and assume that you will get your 
deposit back. If you go through all the right steps then this should happen, but you need to know 
that only getting half of the money back won’t leave you in financial ruin. Don’t borrow money for 
the deposit on the assumption that you will be able to repay it in a short space of time. Not 
getting your whole deposit back might slow your plans a little but you don’t want it to cause you 
financial problems. 
 
Limitations to momentum investing 
 
Lenders are a cautious bunch. They may want to make money from you, but they want the risk 
to be as low as possible. For this reason, they won’t remortgage a property within 6 months of 
the purchase price as a general rule. So, for a Buy To Let mortgage you will have to own the 
property for 6 months before approaching them for a remortgage, which is where you regain 
your deposit. The lender feels much happier with a deal where you have some cash still 
invested in the property. Their thinking goes that you will take more care of an investment which 
owes you tens of thousands of pounds than you will one that you can walk away from and not 
lose a penny. And this is probably right. 
 
You want to get around this to grow quickly. Even though getting your deposit back every 6 
months is far more preferable than sinking it into a deal for 25 years, it still doesn’t feel quick 
enough for the majority of progressive investors that can see deals left, right and centre. You 
need a strategy to get around this. A joint venture can mean that you pool resources with one or 
more parties so that you can ‘stack’ up the properties while waiting for the first to pass the 
6-month timeframe. For example – 
 
If there are 6 of you that get together with the same strategy then you can buy a property every 
month, with pooled resources s that by the time the sixth one is bought, the first one can be 
remortgaged and the money can be recycled. In the same way, of there are two of you then you 
can buy every 3 months. It is a good way to get this strategy off the ground quickly. 
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But not everyone wants to work with others and share the profits with someone else, let alone 5 
other people. The smart investor will find deal through their contacts and research and want to 
profit from them. This is where commercial finance comes in handy. The commercial lenders do 
not have the same 6-month restriction as the high-street lenders so you don’t have to slow down 
your investments waiting for a certain date to pass on the calendar. This means that you can get 
the work done and get the money back out when you are ready, not when the lender is ready.  
 
Commercial finance is a little more expensive than borrowing on a BTL basis, but the fact that is 
frees up your money for the next deal more than offsets this. You will still need to have the 
valuation stack up, but you can do all of this in a much shorter time frame. Imagine buying 6 
properties a year rather than 2 and you can see the power that this can easily bring you. 
 
There are a few hoops to jump through with commercial lenders as they view you and your 
properties as a business rather than as an individual, but they are not massively onerous and a 
lot of the criteria make sense. They want to know that you are serious about your business so 
most will look for you to have been a landlord for at least 12 months. Also, be aware that the 
timescales and paperwork for a commercial mortgage don’t process in the same way as a 
traditional mortgage. I have seen mortgage offers come out in as little as 24 hours for standard 
mortgages but in commercial mortgage terms you will be waiting far longer than that. 
 
There is the option of bridging finance, but this is strictly short-term and can work out quite 
expensive. If you see a deal that you feel you just can’t miss out on, then bridging until the 
6-month rule has been and gone will allow you to get the cash out quickly to move on the great 
opportunity. You can then remortgage at the right time and pay back the bridging company. 
Obviously, this only works if you bought cash in the first place but having the bridge might give 
you access to a great deal that otherwise might have passed you by. 
 
Surveyors are a cautious bunch too. They have lenders and their indemnity people looking over 
their shoulder at the valuations they pass. It is in their interests to value a little lower rather than 
a little higher just in case there is an issue. So, if you carry out the steps outlined in the previous 
chapter and ‘help’ them to come to the right valuation then you will be doing yourself a favour. 
 
Conclusion 
One of the things that slows people down is having access to deposits for the deals they find. 
Most lenders will want a deposit of 25%, so if you find a lot of deals then that is a lot of cash. We 
want the best of both worlds – 
 

● to be able to buy these great deals that will make money 
● to not have the risk of leaving large deposits in these deals 

 
And it sounds like we are being greedy when we ask for this. But that isn’t the case. The smart 
investor looks for ways to make their money work as hard as it can for them. Momentum 
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investing allows you to access that deposit time and time again to fund the next deal. That is the 
smart way to build a property portfolio quickly. 
 
The deposit recycling strategy fuels portfolios. If you carry it out in the right way, then you end 
up with a lot of properties that all have great value and you don’t leave your deposit in them for 
any longer than is necessary. If you gain access to commercial funding then you can do this as 
soon as the refurbishment is complete and the surveyor has been round to revalue – don’t 
forget to meet them there and persuade them of the new value. 
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