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CREATIVE FINANCING

By Gary DeSanto, DeSanto Realty Group

How TICs measure up
to other investment methods

M
ost people know that 
in order to ensure fi -
nancial stability, it is 

essential to 
invest your 
money wise-
ly. However, 
choosing the 
best finan-
cial  strat-
e g y  i s n ’ t 
simple and 
takes careful 
thought and 
planning. There are many 
avenues for investment; from 
stocks and bonds to mutual 
funds or real estate. Even 

once you decide which invest-
ment method works best for 
your situation, the next step 
is to choose specifi cally which 
stocks to buy or what kind of 
property would garner the 
most return.

One fi nancial strategy that 
continues be the choice for 
a growing number of inves-
tors is a 1031 exchange. A 
1031 exchange provides for 
the capital gains taxes from 
appreciated real estate to 
be deferred if the funds are 
put back into another real 
estate investment. TICs, 
which include offi ce, multi-

family residential, retail and 
medical, offer a group of up 
to 35 investors the ability 
to purchase a share of insti-
tutional quality real estate. 
Each investor owns an undi-
vided fractional interest in 
the property and shares in 
the net income and potential 
growth. Because TIC proper-
ties offer management-free 
ownership and fl exibility in 
the amount invested, they’re 
a popular choice for those 
looking to utilize section 1031 
of the federal tax law. 

The prime reason why 
people use the 1031 exchange 

is because it allows the inves-
tor to defer property taxes. 
By deferring the tax, the 
investor has more money to 
put into another property, al-
lowing them to maximize on 
the return. As a result, the in-
vestor can utilize all realized 
cash and re-invest in another 
property. Since the bulk sum 
is greater than that which 
would result after a tax de-
duction, the investor enjoys 
a return on the entire profi t 
from the previous sale. Ad-
ditionally, a TIC property is 
a worry-free mechanism that 
affords the investor using a 

1031 exchange the ability to 
see his portfolio grow with-
out putting in high levels of 
time and effort. Since a TIC 
is managed by the sponsor, 
the sponsor is responsible 
for insuring the property is 
properly maintained and 
the budgets are met. The 
investor can enjoy monthly 
distributions without having 
to worry about the day-to-day 
realities of managing and 
overseeing a property.

TICs offer additional ben-
efits compared to stocks, 
mutual funds or a standard 
real estate investment pur-
chase. For one, investing in 
a TIC allows the purchaser 
to choose the dollar amount 
they wish to invest. Because 
most TIC properties allow 
investors to choose to buy 
into the property in a fl ex-
ible denomination, it allows 
the investor to match their 
available funds dollar for 
dollar, maximizing on their 
resources without compro-
mising on the quality of the 
property. 

However, all investments, 
whether stocks or real estate, 
carry risks. There are no 
guarantees that the invest-
ment will perform to your 
expectations. Whether you 
are purchasing new stocks 
or buying an investment 
property, it is important to 
be comfortable with what 
you’re putting your money 
towards. However, TIC inves-
tors can feel confi dent that a 
team of professionals work 
diligently to see the property 
achieves or exceeds expecta-
tions. At DeSanto Realty 
Group (DRG), our dynamic 
team uses experience to ex-
plore properties in markets 
with stable economies. Upon 
locating potential offerings, 
a thorough due diligence pro-
cess is completed to ensure 
the offering will have stable 
yields and lower downside 
risks, while offering the in-
vestor the opportunity to 
enhance a portfolio. In-house 
management, finance and 
marketing professionals give 
DRG an edge in the industry. 
As a sponsor, we carefully 
select each offering based on 
key characteristics, including 
location, economy and popu-
lation trends. These factors 
are closely contemplated so 
that, as a sponsor, we are 
confi dent in the products 
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