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Happy Summer Everyone! We are only two months away from our 30th Anniversary Summit and 

Dinner Celebration happening this September! More info on this huge event in this newsletter.  As 

we prepare for our Summit, we’ve been busy with our AFS Summer Enrichment program where 

many of our courses have already sold out. 

AFS also has a new Facebook and Twitter page where we’ve gained new ‘likes’ and ‘followers’ 

each day. Lastly, as always, this month’s newsletter contains the latest in market trends from our 

expert members with a focus on real estate, US-China economic relations and global finance. 

Enjoy!
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AFS board member Ms. Jie Xiu wins 50 Asian Americans In Business Award 
by Morgan A. Jones media@afstoday.org
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Jie Xu plays a key role on our board by helping us
manage our minutes and using her expertise in law
and business to help AFS maintain its healthy status

as an active, organized and growing non-profit.
Congrats, Jie Xu, and thank you for your service! ★

During the “Unbalanced” event hosted by the Asian 
Society this Spring, Stephen Roach (Senior Fellow at 
Yale University's Jackson Institute of Global Affairs) 

analyzed the illness of the codependence between the 
two largest economies in the world, US and China. 
The keyword Roach used in his speech is “savings”. 
Mr. Roach pointed out that it is unfair for the U.S. 

senate to blame the Chinese government for 
manipulating the exchange rate. The US’ “no savings” 
life style is the true reason that America’s economy 
fell into such an awkward position. Unlike America, 

after the Cultural Revolution, China productivity level 
skyrocketed and the country began producing cheap 
goods. Because Chinese people have a tradition of 
saving due to life’s fear of uncertainty, the Chinese 

government has huge amount of cheap funds for 
investment to drive its economy.

The life style of Americans has led them to spend 

future income, which is not sustainable.  This kind of 
consumption-based economy leads the U.S. to false 
prosperity. However, China’s growth depends on 
America’s false prosperity.. China’s government may 

be blinded, or is possibly just ignoring the potential 
problem and took US’ economic growth as a fulcrum, 
and used it for its own development strategy. The 
growth trend of China and U.S. fed each other, but 

this model ultimately put both nations at great peril. 

On Thursday, June 19th, the Asian American 
Business Development Center held their annual 50 
Asian Americans in Business Awards Ceremony at 

the elegant Cipriani Wall Street in New York City. 
The event recognizes entrepreneurs for their role in 
driving the U.S. economy, and provides corporations 
with the opportunity to honor top Asian American 

executives within its ranks. At this event, AFS Board 
Member Jie Xu won an award for her achievements 
in business. Several AFS board members attended in 
honor of Jie Xu including AFS Chair Blake Zhang and 

Vice Chair Qin Wang.

Finally, the bubbles that supported America’s 
consumption popped in 2008, which brought down 
China’s export sector.

At the end of his speech, Mr. Roach gave out two 
suggestions on China’s structural reform: “create 
more job opportunities in urban areas and formulate 

new laws to protect property rights”. In order to 
restructure the economic driver from investment to 
consumption, accelerating urbanization is one of the 
most important methods. The income of urban 

residents is three times higher than that of rural 
residents, and allows urban residents to increase 
their spending. The key to making this method work 
is by creating more job opportunities to attract 

China’s rural population to the city. Property rights 
has always been the concern of Chinese people.  If 
the government establishes a law to protect this 
basic right, then Chinese citizens will have the 

incentive to purchase more expensive assets.★

‘Unbalanced’, a presentation by Yale’s 
Stephen Roach
by David Zhang media@afstoday.org
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Investment Apartments and Other Entry Level Forms of 
Real Estate Investments 

By Kevin Callaghan, Principal, Tian Xia Group media@afstoday.org

June Events Recap (Cont.)
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To continue the theme of investing in residential real estate, I have researched the investment market for condominiums in 
the New York City area to see what kinds of returns are available. In my research, I found quite a number of apartment 
buildings that attract that both renters and buyers. I have summarized three projects – Manhattan, Brooklyn and Jersey 
City – that have current listings for both sale offerings and rental offerings. Although it would be better to work with 
closed sale and rental information, such information is far less available (especially for rentals) so I use offerings and 
assume that the negotiated discounts from offered prices and rents are the same. As you will see, I also omitted a number 
of other details which would certainly change (both upwards and downwards) the expected rates of return. However, for 
comparison purposes, I believe the following analysis has at least some validity and offers a basis for discussion.

Caveats, thoughts and conclusions:
• The Annual Returns shown above are not “internal rates 

of return” or overall yield rates for these or similar 
investments and should be looked at mainly for 
comparison purposes. That said, however, these 
returns do appear quite low and therefore would not 
appear to be adequate to attract much investment 
capital if not for the additional assumption of future 
capital appreciation.

• The rates of return above are more similar to a “going-
in capitalization rate” typically used to compare one 
investment to another especially when a simple analysis 
is needed.

• The net incomes (and therefore the annual returns) 
calculated above are likely overstated for a number of 
reasons as they do not include allowances for potential 
costs such as: vacancy, bad debt (collection loss), 
insurance, repairs and commissions.

Comparing each location, areas such as Manhattan are 
typically considered more stable and therefore would be 
expected to have higher demand which typically reduces 
rates of returns. However, areas such as Brooklyn and 
New Jersey are growing in desirability, especially as 
potential Manhattan buyers and renters are being driven 
further out due to higher prices. 

Interestingly, the common charges for all of these 
investments include tax savings from tax exemption 
programs. In particular, 440 Kent Street in Williamsburg 
has a new 25 year 421a tax exemption in place which 
reduces the initial tax charges to virtually zero. It is 
debatable whether tax exemptions and rebate programs 
benefit buyers. In business school in China, we were 
taught that rebate programs and other forms government 
subsidies or incentives 

are far more likely to benefit developers than buyers as the 
theoretical savings to the buyer is typically negotiated away 
in favor of the developer. In other words, although the buyer 
will benefit from lower common charges or rebates, they 
typically end up paying higher prices and it is the developer 
who in the end benefits from the subsidy.

In my opinion, there will always be demand for so-called 
“investment apartments” due the following investment 
characteristics:
• This market has less barriers to entry due to relatively low 

price points
• These investments are less management intensive 

especially when management and leasing is handled by 
outside parties

• In most cases, these investments require little on-going 
capital except for occasional repairs and upgrades

• These investments offer relatively higher liquidity than 
other forms of real estate as they can be marketed for 
sale to either owner-occupant buyers or investment buyers

• Such investments offer good tax benefits
• Such investments, especially in major cities, are seen as a 

strong inflation hedge
If an investor is seeking higher returns than available for 
investment apartments, one must enter into markets with 
higher barriers to entry. Generally, the higher the 
investment size or the more management intensive the 
investment, the fewer number of investors. Examples of 
appropriate “second stage” investments in the investment 
range of say $5-10 million are: 
• Small multi-family properties especially in areas outside of 

Manhattan that are fully tenanted
• Small net-leased single-tenant commercial properties
• Portfolios of occupied investment apartments

To achieve even higher returns, an investor can consider the 
following “third stage” investments:
Investment apartments in poor condition that can be 
renovated before leasing or putting back on the market for 
sale
Multi-family or single tenant commercial properties that are 
vacant or mostly vacant but can be leased relatively quickly
Partnering with other investors to pool funds to purchase 
larger, more expensive properties in order to 1) reduce 
competition and 2) distribute risk
Always remember that higher returns implies higher 

risks. Therefore, investing in such second and third stage 
real estate investments will typically require 1) a higher level 
of expertise, 2) considerably more participation (a mostly 
active rather than mostly passive investor) and 3) the 
financial ability to absorb unforeseen expenses or loss of 
capital.
I look forward to any thoughts, questions on these 

issues. Good luck with your personal real estate investment 
strategies.★

mailto:media@afstoday.org


Texas Markets Update
By Francis Sheng media@afstoday.org
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They say all things are big in Texas, and when it
comes to the current state of multi-family rentals in
Houston, Dallas and Austin, the numbers certainly

live up to the billing. Last year saw tremendous
growth for the Texas apartment market, and
industry insiders expect 2014 to follow suit.

Most markets are performing very well, and job 
growth continues overall, which will continue to 
drive absorption. Given the changing demographics 
of Baby Boomers and Gen Y, we continue to see 

strong demand for apartments. There is very good 
capital interest in the space given these factors 
that provide opportunity for both buyers and 
sellers. In all three cities, “infill” and “core” are the 

words du jour. 

Rent growth has been strongest in Austin, followed 
by Houston, but all Texas markets are seeing 
above-average rent growth. Rents in Austin, Dallas, 

Houston increased 7.3%, 4.5%, and 6.2% 
respectively over the past year.  

Texas experienced some of the nation’s highest 

rental rate growth over the past three years, but 
the pace slowed considerably in 2013. 

Houston currently ranks as the country’s apartment 

demand leader by a sizable margin, having 
absorbed approximately 15,400 units during the 
past year. Dallas registers annual demand of about 
12,300 units, strong enough for No. 2 in the nation. 

Meanwhile, new industries and companies such as 
Facebook, Apple, Google and Visa are all driving 
job growth in Austin.  Increasing land and 
construction costs are putting pressure on 

developers and putting a governor on new supply. 

The Houston job machine is in high gear, and as a 
result absorption has been strong. Despite a high 

number of deliveries in the near term, we expect 
demand to outstrip supply. The story is similar in 
Dallas. Supply in Austin is a bit more of a concern 
given the city’s absolute size relative to Houston 

and Dallas, but the city’s apartment market is 
resilient and should be fine over the long term. ★

Real Estate Summary
By Johnny Su media@afstoday.org

One June 11th, the IMF warned that global housing 
prices are well above their historical average in 
many countries such as Australia, Belgium, 

Canada, Norway, Sweden, UK. Please see the 
chart below. 

Robert Knakal, the chairman of Massey Knakal, one 
of the biggest commercial real estate brokerage 
firms for NYC, has penned an article in Commercial 

Observer stating that even though underlying 
fundamentals (of the economy) have improved, but 
not to the extent of the current price we’ve see in 
the real estate market. He believes that the NYC 

real estate market is distorted by the artificially 
manipulated interest rate and the excessive 
demand. 

He ended his article by stating that the jury is still 
out on the bubble and only time will tell, but until 
then “let the fun continue.” 

In reflection to his statement, if the broker on the 
seller’s side considers that the price is too high 
since it is in their best interest to get the higher 

price, the froth of the bubble is definitely in sight.★

mailto:media@afstoday.org
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AFS kindly invites you to the AFS Summer Enrichment Program 2014
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Session 1 - Wealth Management
Patrick Donohue, SVP at UBS
7/2 Wed | 6-8 pm | UBS

RSVP: https://summer2014afs.eventbrite.com

Session 2 - Networking and Interview Skills
Judy Bei, Director at Citigroup
7/9 Wed | 6-8 pm | Citigroup

Session 3 - Investment Management Firms and Career Paths on the Buy-
side
Kevin Chen, Portfolio Manager at TIAA-CREF
Kelvin Zhang, Portfolio Manager at TIAA-CREF
7/17 Thu | 6-8 pm | TIAA-CREF

Session 4 - Insurance Firm and Career Paths

Frank Schmid, Head of Actuarial Econometrics at AIG
7/24 Thu | 4-6 pm | AIG

Session 5 - Market Risk Management in Practice

Charlie Peng, VP at Bank of America; other senior risk managers
7/31 Thu | 6-8 pm | Bank of America

Session 6 - Career Paths on the Sell-side

Xiao Yang, VP at JP Morgan
8/7 Thu | 6-8 pm | JP Morgan

Session 7 - How to Succeed in Management and Keep Moving up

Yong Ma, Managing Director at Morgan Stanley
8/14 Thu | 6-8 pm | Morgan Stanley

Session 8 - Bank Asset and Liability Management after Financial Crisis

Jinfeng Tang, Director at Deutsche Bank
8/21 Thu | 6-8 pm | Deutsche Bank

Individual Session Price: 
$25/session for regular members; $15/session for premium members

Program Package (8 sessions) Price:
$150 / 8 sessions for regular members; $90/8 sessions for premium 
members

https://summer2014afs.eventbrite.com/


AFS 2014 Summit “Invest in the USA” - September 17, 2014
-
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Panel #1: 9:30-10:40am 
Suggested Topic: Strategic Macro and Country Competitiveness
Sub-Topic:
• As the Fed tapering its QE policy, where is the world’s capital flowing to?  
• The economic outlook of the U.S.A – how is it better positioned for investment?
• What’s the impact on outbound investment given China’s recent economic reform and policy 

change?
• New initiatives from the U.S. government to attract investment (infrastructure projects, etc.)

Panel #2: 10:50am-12pm 
Suggested Topic: U.S. real estate market investment opportunities and financing
Sub-Topic:
• As the market has rallied over the past two years, does the U.S. real estate market still offer good 

return on investment?
• As long-term interest rates goes up, how does it expect to affect the real estate market?
• Which segment of the market offers the best return in commercial real estate market: office, 

mall, warehouse? 
• What will happen to Fannie Mae and Freddie Mac? Will their demise decelerate market 

renaissance?
• Other economic factors that could affect real estate market: immigration policy, population 

change?

Lunch Break: 12pm-1pm

Parallel Session I
Panel #3: 1:40pm-2:50pm 
Suggested Topic:  How would international capital markets facilitate Asian Corp's 
global expansion
Sub-Topic:
• Policy and investment needs from China
• Investment opportunities and challenges in USA
• Deal flow, legal and tax issues
• New financial products and investor bases
• Risk Management

Bank of America Tower | One Bryant Park | New York, NY 10036
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Panel #4: 3:10pm-4:20pm 
Suggested Topic: Chinese listed companies in the U.S
Sub-Topic:
• Case study of Chinese stock on US market (performance, management experience) 
• Government perspective/attitude on Chinese companies, macro US-China economies/relations
• Stock exchange’s perspective on Chinese companies, listing requirements, new Chinese company 

related regulations
• Perspective from US investment professionals on Chinese companies coming to US capital 

market e.g. benefits/risk of coming to US
• Chinese government view on companies going public overseas
• SEC ban on Chinese auditing firms associated with Big Four and its impact on Chinese companies

Parallel Session II
Panel #5:  1:40pm-2:50pm
Suggested Topic: New York Transformation: financial hub to Silicon Valley 
Sub-Topic:
• How will New York City transform itself to another Silicon Valley? What initiatives did the 

government take to facilitate the transformation?
• NYC’s advantages from venture capital’s perspective 
• How will new technology transform traditional financial industry? Crowd Funding & P2P
• Corporate perspective why they choose to invest in NYC

Panel #6:  3:10pm-4:20pm
Suggested Topic: Investment opportunities in medical equipment and 
pharmaceutical industry
Sub-Topic:
• What are recent trends in this industry
• How does biotechnology change the pharmaceutical industry
• How will medical reform affect the industry
• What growth opportunity do emerging markets including China present to this industry

Bank of America Tower | One Bryant Park | New York, NY 10036



AFS is now on Facebook and Twitter!

To expand our media presence on the internet, AFS has 
increased its social media platforms with brand new profiles 
on Facebook and Twitter!
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‘Like’ us on Facebook at:
www.facebook.com/AsianFinancialSociety

‘Follow’ us on Twitter at: @AFS_1984 or 
www.twitter.com/afs_1984

Sina Weibo: www.weibo.com/afstoday

Don’t forget to check out AFS on our other social media platforms:

LinkedIn: www.linkedin.com/groups/Asian-Financial-Society-
123672/about

The AFS media team is currently looking for contributors to the monthly newsletter on 
any topics related to Asia, finance, or both.   If you would like to share your expertise 
with a network of more than 4000+ AFS members world-wide, please email 
media@afstoday.org!  Our newsletter is distributed every first Monday of the month. 
Below are some topics to consider for our next newsletter:

• How do recent trends in demographics, technology, or regulations translate 
into business opportunities?

• What’s your analysis or prediction of global markets, economics, or politics?
• What’s your favorite investment strategy or idea?
• What is one book or website that you recommend all AFS members read?
• What career fields within or outside of finance looks most promising or 

dismal?

http://www.facebook.com/AsianFinancialSociety
http://www.twitter.com/afs_1984
http://www.weibo.com/afstoday
http://www.linkedin.com/groups/Asian-Financial-Society-123672/about
mailto:media@afstoday.org

