
Let’s talk about the D word... Depreciation  

 

For high income earners the benefits of real estate depreciation are substantial. 

Investors should always view their returns through a "Net of Tax" lens.  

I put together the following excel to illustrate the cashflow benefits that result from 

depreciation. (Happy to share with anyone that comments on the posts and send me 

their email via DM)  

A $250k real estate investment with 50% debt produces a 1.54% higher IRR on a 10 

year hold compared to an investment that does not provide any tax shelter (See IRR 

comparison Image).  

Couple Notes:  

If you are a real estate professional for tax purposes you could take the full available 

depreciation in year one to offset ordinary income.  

Instead of selling in year 10 you could 1031 Exchange to defer the recapture.  

Depreciation benefits should be thought of as an additional benefit. Investing in a bad 

real estate deal for depreciation losses makes no sense.  

I am not your Tax Attorney or CPA, this is not financial advice. 

 



 


