
Residential Investment

Property

• Single family ~

• ~?lex - fOmp. ' . lex - sixplex.,h)'(• Up to about 60 ooits W• More ilian 60 units

• Garden apartlrnents

• Townhouse apartments

• Higbrise



9 T'ilps: Buying Sma,11Apartments

]., Co.p)3\re Plio)perty Values 31llulRents

2., Be carefu~ _.Tax ~31WS.ay djl13\nge

3., Sp)ecii~iizeiin so.etbiing YON!KlI1low

4,.~Know All tbe~Costs going iin!

5~Know wbere ODrtenut:s are co_ug f]"o.~

'~IDvesfig3\teiinSDr3JnCeCoverage

1. Confirm Utiitity Costs
8., ConsN!~tYour Accountant

9. ][nspJect!



H:iddlen IMlarket Sources

.) For Rent signs

.) For Rent ads

., CPAs

., Lenders, Mortgage
Brolers

., Contractors

., Chmches

., AUorneys

., "'Cloverleafing""
.J ''Wallabouf''

.J Parling Solutions

., 'Foreign" Ownersfuip
(O..R., search)

., Real Estate Editor

.J Non-lPTofits

Commercirol1 Real Estate Imreslmg Adv:mced TJTaiIDng



Rea] Estate Cyc]e

lLiitlde- Oll" moo

COlllstIru:l:1li'@)Dl Ac:tiiviity

lJ)'em:01rdl (['oteli.i;rg,- tip! ('01 Suppllj;



Buy Low in Hot Markets

., Look for the Cold Deals

.' Lool~for Sellers with Big Equity
- Monopoly Money

• Be Flexible

COJnmeFciaH Reali Estate llilvestmg AdvamIced T lilIlilliillg



Investments & Investor
Behavior'

"Eml'es,tmel!llt Clil1ayaderis,ncs;

·''FYll))e;S)of Riisll£

"Eml'es:lt(fJr P'referel!llces:

"El!Ilvest9:li"Objemves

COIIIDnevciai Reali Estate hi -estmg Adv3ll!lced T~-aIDimJg



We Need to KDow 3\Things
About Any Jlnvestment's CasJIIMows

• The QUANTITY

• The QUALITY

• The DURABILITY



+~+

TWO BEINEFITIS T10
ANY INVEISTMENT

~
• Cash Flow due to

Operations dlLllldng
each year of the
holding period

.' Cash Flow due to
Sale at the Po]nt of
Disposition



N.,O.]., is 3, Cr'itically
Import3,nt Number'

C;ON,SER.V,lAITIJ,V,!E:?

.) Gross Operating Income
- lP)ol1iell]tiiaU!Rel]taU! ]]]COlme

- lLess, ValCmlCY &; Oredliit l.osses

- lP'lmllS Other iilmc:mne

., Less" OjpJe:]ra1tiing Expense

., USllllaHy fo)]r ] Yemr



To Accurately Estimate NO!
e>Alil1alyze E:rimlil1g Leas,es ad!1tlll1e Market

e>Alil1~dyzeExiisOlil1g and! :P1roJjeC'ted Vac3lIilleres

·Co,lil1sidler' P~),ssmle Adldliittil([)llil1alS([)l1illl"ces:([)If Iilil1C(!J,liI1l1e

·'Alil1aliyze Al1II Operating Expenses:



Gross Rent Mu]fipHer

.' GRM is calculated Hom marl~et dam.~or
supplied by the buyer/investor

., Based on First Year :Potential Rental
Income



Gross Rent Mu]tip]ier

., GRM Calculations

GRJr\iJl

G:RM x Forecast Year] ]P'R] = VALUE



GRMExamp]e

PRl x GRM = Price

$]25,000 x 6.5 = 8]2,500
$]25,000 x 7.,0= 875,000

$]25,000 x 7.5 = 937,500

Assmrnng ]0,000 s.f. Office"
what ]S 11illarlet ren&al rate?



Cash-on-,Ca,sh (C/C)

., A common investment measme showing tbe
yidd relations]]jip between Cash Flow
Before Taxes (CFBT) and Initial Investment



Cash-oD-Ca.sh Exa,mple

., ]0,000 s.K Office; NOll $95,000

., $810',008 Price

., 15%) ILoan, 30 years, 100/0J'))monthly P'&ll

., What is: the Lo)~mAJHOJOlli1lt? $.652,,50(iJJ

., What is:oonlll~dDebt Senrire? 68,1]4,

., What is:Eqllity Inves:tment? 2]7,,50(iJJ

., What is Cas:h ]F]ow B,efore Tax?' 26,286

., What is: Cash-on-,Cash Return? ] 2,.,(!)9%

63



Direct Capita]izatioD

.' Investors use Direct Capitalization to
determine Investment VallLlle

., Appraisers use Direct Capitalization to
determine Market Value

Comnnetrcialll Real!l Estate ]lIllvestmg AdvaJID:ced TJ.T"lIlilliing



IRV Formu]a

for Direct Capita]ization



Ru]es of Thumb

.' M]ITor how an Investor Speals and TIbl]nks

., Gross Rent Multiip]jer

., C31Slllon C31sh(Before Tax)

., Cap Rate

., Internal Rate of Return ORR)



Some Cash Outlays are
NOIT "Operating"" Expenses

.' Debt SeliVice(Interest & :Principal

• Reserves for Replac.ement

• Cost Recovery (depreciation
.' Charitable Donations

• Income Taxes (but Real Estate Taxes ARE!)



Supply Curve

Ql!Jan1i1ty



Demand Curve

Pliiice

lilema\li1:dI

QllJalntiity



Pe

Market Equilibrium Curve

o,e,maindl

Qe

QUaili1'tiity

Commevciaill Reaill ES~lllte]IiJVeslmg Adlvamrced Tminmg



C]assifieds

46



HIDDEN MARKET

U()'rtmge fo','l'lI1Ity had JJ4.(J(J@Parcels I'll l(J{)I3. illd,udfmg lJj.(J@@Resiidelflll'tnl (liVId8.40:@

fon'tnreffial Payeels" Tws: .ilJ.£ses{S'lVI'- Bill DIfJJ11:e:gnro.Orm'lflge: C'mflllty. Florida

413



Resildentilall Buzz, Words

., Family

., Household

.' TeIDUlli'e

., Buy vs., rent tmesho]d


