
Income Property Financing

Buy and hold real estate (specifically rental income properties) may be

the best investment around.  Unfortunately, like all good things, there's

always a catch.  Buying investment properties and holding them requires

money, and if you don't start with much, that can be a great challenge. 

 Luckily, there are many investment property loan solutions to overcome

such a problem.

Before starting to seek out money, make sure you understand the most

important principle of buy and hold investing - delayed gratification.  The

ability to delay gratification is paramount to success, after all, rental

properties are the ultimate get-rich-steadily play.  Wealth is built in the

long run, once that principle is established, you can incorporate any of

the following methods into growing your income property portfolio.

6 CLEVER BUY AND HOLD
LOAN IDEAS

You can do this!



INVESTMENT PROPERTY LOANS 
& FHA LOANS
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These loan options are very similar to the kind of mortgage you would obtain when
buying a home to live in, you may even want to check with the lender you used on your
own home (if you have obtained a mortgage in the past).  Although loans on primary
residences tend to have some fabulous low down payment options, with a conventional
rental property loan, you will need to come up with a sizeable down payment, typically
20 percent to 30 percent, depending on the lender.  In addition, a conventional loan will
require you to meet a certain debt-to-income requirement, income level and other
metrics.  

There are both advantages and disadvantages to be aware of before obtaining an investment property loan,
and the more aware you are, the better loan decisions you can make:
Pros - Low Interest Rates, Long Terms & a Professional Process
Cons- Max Number of Loans, Slow Process, Property Condition Requirements and Not very Entity-Friendly.

FHA loans are a great option for investors starting out, FHA will finance 96.5% of the
purchase price at very low interest rates.  While the property does have to be your
primary residence, you can finance up to a fourplex.  Why not start your investment
journey with a multi-family, live in one unit and rent out the others? 



PORTFOLIO LENDERS
The conventional lenders we just talked about are selling their loans in packages to
government-sponsored enterprises and must abide by strict rules to do so.  Some banks
choose instead to hold on to their loans and keep the money in the community.  These are
known as portfolio lenders, and they can be powerful allies for a growing real estate investor.

Because these lenders keep some of their loans "on their own books", they don't have to fit
into the same government-prescribed box.  Instead, because they are lending their own
money, they can be a lot more creative.  The maximum rule of four or ten properties? Not
with a portfolio lender.  The debt-to-income problem?  This is easily explained to a portfolio
lender.  

Portfolio lenders still have minimum qualifications that must be met, and your loan will still
need to be approved by the portfolio lender's board or underwriters.  Often your credit score
and percentage down will need to be higher, but the rules are much more flexible, and you'll
be dealing with a person, not a faceless corporation.

You'll likely need to search to find such a lender, the "big banks" are not the place to look. 
 Instead, you'll want to focus your search on small, local community banks and credit
unions.  These places are not going to advertise "portfolio lender", so ask to speak with a loan
officer (the teller or customer service rep will likely have no idea how to help you) and ask
them if they do any portfolio lending.
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PRIVATE LENDERS &
HARD MONEY

The terms private lending and
hard money are often tossed
around interchangeably.  There
are a lot of similarities and
crossover, but also some key
differences:

Private Lending is the process of
borrowing money from
nonprofessional lenders, so that
the bulk of the lending decision is
based on the relationship
between the borrower and lender,
but enhanced by the asset being
bought.  The rates, fees, and
terms are usually lower and much
more negotiable.  

Traditional investment loans
won't cover the full cost of an
acquisitions, often hard money
loans can be too expensive for a
buy and hold strategy, that is
where the flexibility of private
lending is king.  

While the most common form of
private lending is through family
and friends, it doesn't have to be,
private lenders are everywhere.

Hard Money Lending is the process
of borrowing money from a
professional private lender, with the
bulk of the lending decision based
on the hard asset being bought.  In
other words, hard money lenders
are professionals who lend out their
own money, or other people's
money, for a living.  They have a set
way of doing things, a predefined
interest rate, a predefined set of
fees (points), and generally a very
short term (a year or less is
common).

The difference between hard
money lending and private lending
is not always black and white, and
some lenders fall somewhere in the
middle.  

03



When a seller is motivated, there is often an opportunity to get an
investment property loan for little to no money down.  If the seller has
some equity, for example, then they can loan you the money to buy
their house from them.

Another option is to buy the property subject to the existing financing.  
This transfers the deed to you but leaves the seller on the original
mortgage.

Seller financing can be a great win-win for both the buyer and the
seller.  The buyer can purchase a property without needing to go to a
bank, fill out the paperwork, get approved, get an appraisal done,
and provide a large down payment.  The seller can go from "owner"
to "lender" and start receiving monthly passive checks in the mail that
are secured by real estate.

Be forewarned: this can trigger the "due on sale" clause of a normal
bank loan, so the bank could potentially foreclose.  It will also take a
lot of motivation - and plenty of rapport - to convince a seller to do
these types of deals.  However, they're done all the time.
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CREATIVE FINANCING



“Opportun it i es
don 't happen. 
 You create
them."
-Chris Grosser
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ANGEL INVESTORS

It may feel awkward to ask family or fiends for money
(as an investment or otherwise), but you shouldn't pass
up a major opportunity just because it's awkward. 
 Family and friends can be a great source of capital,
either as partners or as lenders.  These days there are
also angel investing companies and websites.  

Angel investors tend to have a higher risk tolerance
than other investors and because they are investing
their own personal funds, they can be more nimble,
providing flexible terms.

And yes, if you borrow from a member of your family
or a friend, you'll want to be extra careful with their
money.  But then again, you should be extra careful
with any investor's money, including your own.



06PARTNERSHIPS

Partnerships can be a valuable tool when investing in rental properties,
because two people can work together to cover for each other's
shortcomings and do some amazing things.  This is one of the most effective
ways to buy and hold - although it again needs a track record, a business
plan and some rapport to convince a person to partner with you.

Picking someone to partner with must only take place after careful
consideration.  This is especially true when investing in long-term buy-and-
hold rental properties, because you'll be attached to this person for many
years.  Be sure that your goals and work ethic are in near-perfect sync and
that your roles are carefully defined (preferably on paper) before buying a
single piece of property.  



JENICA LYNNE PARKER
385.985.5098

WWW.PARKERPROPERTIES.COM
JENICA@PARKERPROPERTIES.COM

Few real estate investors, especially
when they are starting out, can afford
to buy a property outright.  Most
finance at least part of their
acquisition.  

Understanding a wide variety of
financing is a lot like collecting tools in
a toolbox.  The more tools you have,
the more projects you'll be able to
tackle, and the more successful you'll
be.  

So never let a lack of cash stop you
from achieving rental property
success.  It may take time, but there
are plenty of ways to find investment
property loans to launch or grow your
buy and hold career.

" D o n ' t  w a i t  t o  b u y  r e a l  e s t a t e .  B u y  r e a l  e s t a t e  a n d  w a i t . "
-  W i l l  R o g e r s


