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Real Estate Investing for Beginners

By: The National REIC
Disclaimer 

This publication is protected by copyright. No part of this eBook may be reproduced or transmitted in any form or by any means including recording, photocopying, scanning or electronic copies without prior written permission from the author. 

All information, ideas and guidelines mentioned in this eBook are for informational purposes only. This publication cannot be used as a substitute for professional travel advice. The guidelines for traveling to Rio de Janeiro mentioned in this eBook do not take individual circumstances into consideration, so they may not be appropriate in your case. 

The author has taken utmost care to confirm the accuracy of the content; however, all readers are encouraged to follow information at their own risk. The author cannot be held responsible for any personal or commercial damage that results from misinterpretation of information, negligence or otherwise. 

How This Book Will Help You 

If you have been thinking a long time about investing in real estate, then there are certain things that you need to be absolutely sure about. There are many technicalities and some thought process required behind the purchase of any property. You must be clear about all the options that you have before going ahead and putting your money up for something that you might not even like in the end. 

This guide will allow you find out all about investing in real estate, which is property that is best suitable for you, should you rent or buy or sell, would it be better to renovate or not and how best to handle your finances. By the time you finish reading the guide, you will have all the important information to make sure that the investment you make in real estate is reasonable and prolific. Therefore, let’s get down to the things that you need to learn.
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Introduction

Real estate is the best thing that you can invest in these days. It is safer, the value continues to increase all the time, returns are more predictable and the cash flow can be regular depending in the kind of real estate you plan to decide on. The best part, you have a property in your name that can be used whenever and however you like it. The surety of having your own place and feeling secure in the idea that you will always have something to rely on in time of financial crisis is better than any other kind of guarantee. 

This is the reason why, if you have been thinking of investing your money, your very own real estate property should be the first criteria. You will not regret your decisions ever. So what are the questions that you should ask yourself when looking for residential real estate property? Here is everything that you need to know.  

Chapter 1: To Rehab or Rent - That is the Question!

This is the most important question that you can ask yourself when you plan to have your own real estate property. What is the best option for you, fixing and flipping or buying and renting? Before going into the detail of what will be the best thing to do, let us understand the terms. 

Buy & Rent
Renting is one of your safest options. This of course refers to two options. You can either buy a property and put it up for rent or live in a rented property in order to save money to buy a new place for yourself. Since we are considering things from an investment point of you, by getting hold of a property and then renting it out, it would mean that you have a regular income cash flow every single month. This means that even if you are out of a job there is always a source of income you can fall back to. 

The great thing about renting a real estate property is that you can always sell it off if you desire. This means that you will never have to worry about whether or not there is some income in your hands at all times. Recent studies show that according to experts it is best to buy a property and put it up for rent. This is because most people do not have the income or the savings to buy their own homes, which is why they prefer renting. So for you, investing in a regular cash flow income is better and safer. Of course, the choice would depend on your affordability and desire. 

Buy, Fix & Flip  

This is another option you can consider. You can look around for a property that might not be in the best of states and then fix it up. Once you have made it facilitative and pretty, you can now put it up on the market and wait for a response. You will have quite a few people interested and then you can pick the one who is willing to pay the most. This way you will be able to earn profit on your investment. The money that you get can be used to buy a place for yourself, or you can continue buying more properties, fixing them up and selling them from time to time. This will give you a lot of profit, if the market is feasible for that situation. 

Most experts claim that these might not be the best times to fix and flip, because people do not have the saving required to pay off for a property, especially a house. You can of course consider buying an apartment and fixing/flipping that. 

Buy, Fix & Keep

Investment is not simply buying a place to rent it out or to sell it off. When you buy a house or apartment for yourself that too is an investment for the future. The great thing about this investment is that you get the security of living in a place that belongs to you. You would not have to worry about rent each month or having to search for another place because the landlord does not want you around anymore. 

On the other hand, once your family grows, or you are in need of solid money, you can always sell the house that you lived in. Depending on the market, chances are, you will get a profit on the place. 

Remember, there is a reason why experts always suggest that real estate is the best kind of investment. In most cases, there are no chances of a set back or loss of money. Also, you have the security of having either a regular cash flow from the place you rent, a house of your own, or some solid cash you make with the property you sell off. 

Now that you know what the terms mean, the next chapter will discuss in detail how you can decide, which option is the best for you, how you can check out various deals in the market, and which method you need to use to keep your finances in line, and more!

Chapter 2: Financing Options
There are certain popular modes of real estate financing including lending institutions, savings banks, commercial banks, investment banks, insurance companies, credit unions, brokers and individuals. The mechanics of each kind of financing differs from the other in certain ways and it is very beneficial to understand different modes of financing so that you can choose the one that suits you best. 
Financing From Banks: 
This is the most commonly used mode of real estate financing. Commercial banks are the kings of this game. They can offer bigger loans for relatively longer period of time and at the lowest percentages. But commercial banks have a very strict system of evaluation for potential loans. In the current economic slump it is quite difficult to qualify for a bank loan. The other problem is that banks have a system of proposals and approvals which can take a lot of time for your actual disbursement. It is very likely that your seller will not be able to wait for such a long time. 

Refinancing: 
In technical terms, you can say that refinancing means securing a new loan in order to get rid of an old loan on the same property. 

There are many reasons why people opt for re‐financing their loans. Reduction in interest rates, extension in payment date or simply spreading the repayment over a longer period of time, are some of the reasons why people go for refinancing. Refinancing changes the amortization schedule of your loan resulting in reduced monthly installments.
Bridge Loans: 
These are type of loans are used as an emergency measure in order to prevent foreclosure of a property. The bridge loan is repaid later. The rates of bride loans are higher than the usual bank loans. They are also for shorter period of time. They do not take as much time as required by banks to process an application. 
Equity Loan: 
In this type of real estate financing, the equity in the property is used as collateral. A lien is marked on the property which results in its reduced worth. In order to secure such a loan, you must possess impeccable credit history. Equity loans are further divided into two categories: Closed end and open ended. 

Since these loans are secured against the property, they are commonly referred to as secondary mortgage. The main difference between a home equity loan and home equity lien is that the later has an adjustable interest rate and it is of revolving nature. Whereas equity loans often come with fixed interest rate and is disbursed in its entirety.

Private Lenders / Hard Money: 
There are people who have extra money in bank accruing a very low interest rate. They want to invest in real estate in order to get more return on their money. Since the loans are considerably secure in a real estate project, these people can lend you their money if you can satisfy them regarding the feasibility of a project. These people are not always professional lenders and it is relatively easier to deal with them regarding the terms and conditions of the loan. 
Unsecured Lines: 
You may not know it but you already have a real estate financing facility available with you in the form of your credit card. Credit cards are the best source for short term financing. You can get your limit enhanced and negotiate better terms if you make up your mind about using your credit card for investing in real estate. But you must always keep in mind that your unsecured lines must not be used for entertainment or buying latest gadgets.
Chapter 3: Where To Find Sellers

If you want to succeed with real estate, the number one priority is for you to find motivated sellers, and lots of them. If you can’t do this, the rest of this process isn’t even worth talking about because this whole game begins and ends with having a seller who is willing the play by your terms.
Our #1 way to find seller is Realeflow - www.RealeFlow.com/NREIC for a 30 day free trial and 20% OFF Monthly too.
What Is A “Motivated Seller” Anyway?
In my mind, a “motivated seller” is a property owner who is willing to do at least one of the following things:

Sell their property for a VERY low price (when I say low, I mean REALLY low. Think somewhere in the neighborhood of 30% – 40% of market value)

Sell their property with VERY flexible terms (i.e. – we’re looking for a seller who will finance the property for you, require no money down, and charge 0% interest)Obviously, these types of sellers will have to agree to a pretty ridiculous offer. They’ll have to sell their property almost entirely on your terms and in your interests. Things that, in theory – no sane person would ever be willing to do. If you want to make your next real estate investment a “sure thing”, you need to be in the position where you have virtually nothing to lose and everything to gain. The seller on the other hand, needs to be in a position where they are willing to lose everything and walk away from their property with very little or nothing to show for it.

Why Direct Mail Works:
Most direct mail campaigns are not very effective. Why? Because a lot of direct mail marketers send out hundreds of thousands of mailers on a regular basis with very little targeting criteria. For most of these people, a 1% response rate is generally considered successful.
We are going to be much smarter. You see – the goal isn’t to have a massive number of recipients. The goal is to have quality recipients. If we want to get a higher response rate and thereby, make our mail campaign more worthwhile, this will only happen by obtaining a quality list. You can do this yourself but I suggest hiring an outside company, I personally use Your Town Advertising, www.YourTownAdvertising.com they narrow my list down to fit my criteria.
It is very important to have current information and the right recipients on your list. If you don’t apply any narrowing or if you’re working with outdated information, you’ll end up wasting a lot of time and money.

With this in mind, I like to target my lists based on a few key characteristics:
Property Owners Who Live Out-of-State:
People who live out-of-state tend to be much more disconnected and disengaged from their investment properties. Many of these people had to move away unexpectedly and for whatever reason, they just don’t care about their property. These people have a vested interest in liquidating as soon as possible.
Absentee Owners:
For obvious reasons, people are much more likely to part with an investment property than they are with their personal residence. Don’t expect people to sell you the roof over their head for pennies on the dollar – it usually won’t happen.
Property Owners Who Have Owned Their Property For 10 Years or Longer:
On occasion, I like to sort my lists with this criteria because properties that have been owned for a longer period of time have a much higher likelihood of being owned free and clear. When properties are owned free and clear, the owner has more equity to play with, which gives them more freedom to sell their property at a HUGE discount.
Property Owners Who Have Delinquent Taxes:
Many of these owners are at the end of their rope financially. They literally don’t have the time or money to wait for a higher offer. If they don’t sell the property to you, they will lose everything to tax foreclosure. Of course, you’ll have to take care of the taxes once you buy it – but these delinquencies will often times give you a lot of leverage to make a low-ball offer.
Properties That Are In The Right Price Range:
If you’re not interested in buying a million dollar property, then don’t solicit to people who own these properties. It’s that simple. If you have the ability to screen out the properties that are clearly out of your price range to begin with, then do it! You’ll only be wasting postage if you mail to property owners that you never intend to purchase from.

As you can imagine, there are many other philosophies and methods with which you can sort your lists (and I’d encourage you to test out some of your own methods as you see fit), but these are the most common sorting methods that I’ve seen used throughout the industry.

Direct mail certainly isn’t free, but when it’s don right – it works. There is no better way that I know of to reach a targeted audience in a short period of time. If you haven’t tried direct mail yet – I’d encourage you to give it a shot. You may be pleasantly surprised.
Got Your List?  
Now make sure you have a nice eye-catchy designed postcard to mail. Make sure you give the home owner a direct call to action so he or she feels the need to call you or visit your website or whichever method you decide.

Again I use Your Town Advertising www.ZPublication.com for all of my postcard and mailings needs.

 Chapter 4: Should I Join A REIC?

You might be familiar with the stock investment club model, in which members pool their money to buy stocks and bonds. In a real estate investment club, you don't typically collaborate on investments. Instead, members come together to:

Network:
- gain knowledge about investment practices

- get hot tips about available commercial or rental properties

- become familiar with laws and regulations

- understand market trends and how to profit from them

- trade information about vendors for property improvements and services

- get the advice of legal and financial professionals

- learn from guest speakers

- find a supportive group of like-minded individuals with common goals

To find a club in your area visit the National REIC an Organization that lists all Real Estate Investment Clubs in Their Organization so you know you are joining a quality club www.NationalREIC.com  

Of course, you've seen countless ads for books and seminars promising to tell you how to make millions now in real estate. Some clubs are little more than thinly veiled plugs for these services. They're set up by an investor who hopes to profit by selling services or investment strategies. Now, this seminar may indeed have something to teach you. But is it what you want to learn?
Be sure to think about what you want from a club. Support, information and motivation are common goals. But they're certainly not the only reasons to join. Identify the real purpose of any real estate investment club you consider joining. Attend a few meetings before you pay dues. Ask questions about the group's founders and their motives for setting up the club. Did they want to invest and learn together, or did they want to sell their products? Find out who the members are and what they do. Think about whether what they offer matches your goals.

Investing in real estate is a big step to take alone. Sometimes club members form partnerships. A partnership might help you feel safer about your investment, or it might let you purchase more property than you could alone. But at least one advisor warns, "Watch out for sharks" -- people who promise to find you a deal in exchange for a chunk of the property's income. If someone suggests a partnership, be as thorough as you would for any other business transaction. Get the person's references, and find out about his or her history and credit.

One real estate investor estimates that 75 percent of people who attend club meetings never invest, or give up after one or two tries. It can be daunting to discover the amount of work ahead of you. But a club can keep you from facing that work alone.


