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Real Estate Investing Basics
Introduction
Real estate investing should be simple: you buy a home, you
rent it out, you sell it later, and you’re rich.
It’s slightly more complicated than that, however.
At Mynd Property Management, we are professional property
managers and we’re also investors. We own rental properties
ourselves, and we’re always educating ourselves and others on
the best ways to be a successful investor.
Since we’ve gathered so much information and worked closely
with so many experts, we thought it would be a great idea to
put together an eBook that explains how to have a better (and
more successful) investment experience.
We’re covering the basics in this book – what to look for, where
to find it, and why some investors succeed while others fail.
You’ll get to see our answers to some of the most frequently
asked questions from new investors. We’ll talk about how to
evaluate an investment property and whether single-family or
multifamily investments are the way to go. We’ll advise you on
diversification and talk about some of the hottest markets for
investors this year.
We’ll also let you hear straight from successful investors, like
Enrique Jevons, who works with Mynd Property Management
and invests in real estate all over the country. We want to bring
you all the tools and resources that help us work with investors
and owners to make smart choices about real estate.
Take your time moving through these chapters, and once
you’ve finished the book, get in touch with our team at Mynd
Property Management. We always want to measure whether
we’ve been helpful, and we love talking about real estate,
investment properties, and local markets.
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Real Estate Investing Basics
Chapter 1
Multifamily Investing vs.
Single-Family Investing
Real estate investing can be one of the most lucrative ways to
build wealth and establish financial security.
However, new investors often struggle to decide where to
start. They’re not sure about what they should buy or where
they should look for impressive investment opportunities.
If you’re new to investing in rental properties, it’s easy to
wonder what the best asset class is for your portfolio.
Do you want to invest in single-family properties or multifamily
rentals?

For the video, go here.
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There are challenges and benefits to each category. At Mynd
Property Management, we work with investors at every level.
Our experience has given us a unique perspective on what you
should do and where you should buy when you’re deciding on
the right acquisition.

Know Your Goals. Know Your Market.
With all residential real estate investing, you need to start with
your own goals and your vision for where owning rental
property will take you.
Why are you investing?
This question has to be answered thoroughly
before you choose a specific investment
property. If you’re looking for cash flow, the
path you take will be much different than if
you’re looking for equity or appreciation.
Perhaps you want a combination of cash flow and
appreciation, which is ultimately what strong cash on cash
return becomes.
If you aren’t clear on your investment goals,
no one is going to be able to steer you in the
right direction when it comes to choosing
between single-family homes or multifamily
units.
So, before you go shopping for your first rental property or
even your seventh or eighth rental property, make sure you’ve
established and reviewed your priorities and your investment
goals.
One of the biggest mistakes new investors make is buying the
wrong property.
Enter the market as an educated investor.
Speaking of education, make sure you know your market.
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Before you invest, you’ll need to know what the inventory looks
like where you’re investing and which properties are offering
the best opportunities. You’ll want to know where rental values
are, how long it’s taking to rent a property, and what the
resident pool looks like.
Get to know your local rental market and your local sales
market if you want to choose the best properties and decide
on the right asset class.

The Benefits of Single-Family Homes
Single-Family homes can be great investments,
particularly in markets where there is a high
demand for houses or where you can get
below-market rates when you’re buying these
homes.
Acquiring a single-family property that’s below market is an
outstanding opportunity for many investors, even if they have
diverse investment goals. Maybe you’ll find an owner who is
selling a property because he or she is leaving the area or is
already under contract for another home that’s been
purchased.
When you buy a single-family home at a price that’s below
market, you start with equity already. This is going to lead to
pretty great cash on cash return.
Look for these opportunities in your local market. You’ll need
to act quickly.
Another benefit of investing in single-family properties is that
it’s often easier to buy this type of property, particularly for
first-time investors. You will likely qualify for a conventional
mortgage, and there’s a lower down payment on those
through banks, credit unions, and other traditional lenders. So
your initial investment may be a bit lower than it would be with
other types of properties.
Depending on your market, single-family homes are often
more attractive to residents. If you’re in a suburban market
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6

where qualified residents are going to want an established
neighborhood with good schools and amenities, a single-family
home can provide what they’re looking for. Residents will be
attracted to yard space, garage parking, and extra square
footage.
The sales market also looks at single-family homes favorably.
You can expect a good return at the end of your investment
period because there’s usually a higher demand in the sales
market for single-family homes.
You can expect to sell faster and for more money because
there’s a larger pool of potential buyers. You’ll have investors
interested in buying the home as well as buyers who would be
owner-occupants.

Multifamily Benefits
When it comes to investing in real estate, it’s
not all about single-family homes.
multifamily rental properties can also be
great investments, and they come with a
number of advantages that single-family
homes cannot provide.
For starters, there are multiple units and multiple residents.
So, you have a higher cash flow because more than one rent
check is coming in every month. If you have a resident who
pays late, you aren’t completely without rental funds.
And, if you find yourself with a vacancy, you still have rental
income from your other units to cover your expenses.
We have seen some owners who buy multifamily buildings and
live in one unit. This virtually eliminates any kind of living
expenses because your residents are paying your mortgage
and your bills. It’s a nice situation if it fits your investment goals
and your personal housing needs.
Rental property owners who have multifamily buildings and
units are also able to access some great economies of scale.
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This will be especially helpful with repairs and maintenance
expenses, and there will be multiple benefits.
First, when you need repairs, you’ll be able to negotiate lower
rates with vendors and contractors. If they know you have
multiple properties, all of which will eventually need plumbing
or electrical work or cleaning during turnovers, you’re going to
get a pretty good discount.
You can also plan to have work done at more than one unit at
a time. This will save you money on mileage and trip charges
when those things are included in your maintenance bills.
Also, your cost for insurance and marketing are lower per unit
than they would be with a single-family home. Overall, you’ll
pay less for these things because the cost is spread out among
several properties instead of just one.
There’s also a financing benefit to investing in a multifamily
property. You might find that it’s easier to get financed
because, with this type of property, you have to use a
commercial mortgage instead of a traditional mortgage or an
investment loan, which you’d use for a single-family home.
Much of this will depend on the amount of a down payment
you’d like to make, the strength of your credit history, and any
other assets you might have. It also depends on where you’re
going to finance your purchase. But, many investors have an
easier time navigating the lending process when they buy a
multifamily property. In some cases, the expected rental
revenue will help you negotiate better terms.
A final benefit to buying multifamily properties is that your
professional management fees will likely be lower. When you
buy a single-family home, your management fees are probably
going to be in the range of eight to 10 percent of your rental
income every month.
The exact amount will obviously depend on where you are and
which property management company you choose. However,
that range is pretty standard around the country.
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With multifamily properties, you can usually negotiate a lower
management rate because you’re handing over several
properties to be professionally managed. Usually, you can
expect to pay between five and seven percent of rental income
per unit. This will add up to a lot of savings.
With real estate investing, there is rarely a
one-size-fits-all strategy. This is why it’s so
important to know your market and what
you’re comfortable with when it comes to
financing and being an investor.
The most important thing you can do as a new investor who is
deciding between single-family and multifamily properties is to
surround yourself with smart people who you trust.
Investing is not something you need to do on your own. If you
can find a broker who knows the details of both the sales and
the rental market in your local area and a property manager
who understands rental values and the local resident pool, you
can make an informed decision about what and where to buy.
The decision you need to make is a personal one. There’s
always money to be made whether you decide to invest in
single-family homes, multifamily properties, or a combination
of asset classes.
The best way to ensure you meet and maintain your
investment goals is by knowing what they are and making
strategic and intentional choices that will lead you closer to
what you hope to accomplish.
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Real Estate Investing Basics

Chapter 2
How Does a 1031 Exchange Work?
Real estate investments come with a lot of great benefits.
Some of those benefits are tax advantages.
As a rental property owner, you can deduct a lot of the
expenses associated with your rental property, including
maintenance and mortgage interest, insurance and property
management fees, and you can even use depreciation to lower
your overall tax liability.
While the benefits are outstanding, there can also be tax
penalties when you’re ready to sell a real estate asset.
When you buy a property and hold it for some period of time,
and you’ve earned profits from it and taken depreciation
credits, there will be a reckoning when you decide to sell that
home. You’ll have to pay capital gains taxes on the profits you
earned on the investment. And, you’ll also have a depreciation
recapture to manage.

For the video, go here.
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This is a lot of money cutting into your ROI, and it can be a
substantial drain on your motivation to sell. It really deincentivizes a lot of people from selling their real estate.
Luckily, a 1031 option is available to real estate investors like
you and most investors find that it’s a valuable tool when it
comes to protecting their income from capital gains and other
taxes.

What is a 1031 Exchange Program?
The 1031 Exchange is named for the IRS tax
code to which it pertains.
According to this rule, an investor who has
made a profit from a real estate investment
or taken depreciation tax credits can defer
the tax on both if they purchase another
property of equal or greater value. It has to be a property of
like kind, and there are specific time limits that are attached to
this exchange.
This is an incredibly effective tool for many real estate
investors, especially when they’re trying to leverage their rental
properties.
If you find yourself wanting to sell but resisting the urge
because you don’t want to incur those tax burdens, this
program might be exactly what you need. It allows you to
unlock the equity and the profits that you have in your current
property and move that money into other properties with
more growth potential or diverse investment benefits.
Some terms you need to understand are:
● The property you want to sell is called the relinquished
property.
● The property you decide to buy is called the
replacement property.
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You’ll want to understand the program and its rules completely
before you venture into this process. We also recommend that
you work with an expert broker or property manager who
specializes in 1031 exchanges and the work that’s required to
make them effective.

Deadlines and Restrictions with a
1031 Exchange
Let’s say you have a rental property that you
want to sell. You don’t want to recapture the
depreciation that you claimed on your taxes
and you don’t want to pay capital gains
taxes.
So, you decide you’re going to sell the
property through a 1031 exchange and save yourself some
money.
● First, you’ll probably sell your rental home, making it a
relinquished property. Once the sale closes on that
deal, the escrow company is going to move the
proceeds from that sale into a qualified intermediary’s
exchange account.
● You need a qualified intermediary in order to
successfully complete the 1031 exchange.
● The intermediary holds the profits you earned from the
sale of the relinquished property.
● Now, you have 45 days from the sale of your
relinquished property to identify the replacement
property.
● You are also required to close on the replacement
property within 180 days of closing on the relinquished
property sale.
This timeline might seem relatively easy to follow. With 45 days
to identify a property and 180 days to close on that property,
you probably feel like you have plenty of breathing room.
Real Estate Investing Basics |
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But, time is of the essence and we recommend you work as
quickly as possible to complete this exchange. The longer you
wait, the more time you have for complications to arise.
The other restriction is that you’re required to buy a property
that’s of equal or greater value. So, if you sold a duplex for $1
million, you are required to buy another rental property for at
least $1 million. Or, you can buy several properties as long as
they equal $1 million or more.
It’s also necessary to exchange one rental for another rental.
You cannot use the 1031 exchange to sell a rental home and
then buy a piece of land that isn’t attached to income. You
cannot sell your rental home and then use the 1031 exchange
to buy yourself a vacation home.
You need to make sure you’re making an exchange – changing
from one income property to another income property.
Another area that’s easy to make mistakes is with your
qualified intermediary.
Make sure you understand that professional’s role and the
importance of letting him or her hold your escrow funds. If you
touch any of the money that was made when you sold your
relinquished property, you will immediately be subject to
paying taxes.
You cannot spend that money or move it into your own
accounts without penalties. Such an action would completely
void the 1031 exchange.

1031 Exchange Complications
Many investors and real estate professionals are big fans of
the 1031 exchange. It’s a straightforward and effective
investment tool to avoid paying taxes and help you save some
serious money when you want to sell a rental property.
But, it’s not perfect.
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It also comes at a price, and you need to be prepared to deal
with the potential downside of a transaction like this.
First, there’s the pressure of deadlines. While it might seem like
45 days is plenty of time to find a like property, it might not be
as easy as you think.
Markets change all the time, and if you’re in a market where
there’s very little inventory or a lot of competition from other
buyers, you might have a hard time locating a good
replacement property.
In a seller’s market, it’s completely possible that 45 days may
not be enough time to find a suitable replacement property.
What does this mean for you? It means that if you’re feeling
pressured to find the right property, you might by something
that you wouldn’t otherwise buy. You could settle for a
property that isn’t quite right for your investment goals.
This happens as the days begin to dwindle, so be careful,
people have the tendency to wait and find a replacement
property later in the process or they try to grasp at any home
that’s in a price range and available.
It’s still important to do your homework before you buy. It’s
also important that you don’t wait too long when you do find a
property that’s suitable for the exchange.
We see a lot of investors who find a great replacement
property but then they decide to think about it for a while or
continue looking around, and then they don’t put the new
home under contract. Ultimately, they might lose that property
because they waited too long to make a move.
If you have a failed exchange, you have to pay taxes. Make sure
you’re prepared to move and make sure you’re ready to find
and buy a replacement property as soon as possible.
There’s another potential danger, and it’s
a more insidious issue that can trap
investors into an endless cycle of 1031
exchange transactions.
Real Estate Investing Basics |

14

In this situation, you might have purchased a property and had
some gains, so you sold it and did an exchange. Then, in two
years, you do it again. Then, you do it three or four more times.
After 10 or 15 years, you have deferred gains on hundreds of
thousands of dollars. Maybe even a million dollars or more in
profit. When you’re finally ready to unwind that final property
and access the cash, your tax liability will be pretty huge. You
have all of that gain over all those exchanges. You’re
permanently locked in.
You need to understand your long term strategy. By using a
1031 exchange, you might not be able to completely liquidate
your portfolio in 10 or 15 years.
We love the idea of a 1031 exchange, and we encourage
investors we work with to use this tax tool as an effective way
to defer capital gains and avoid depreciation recapture.
Just make sure you are prepared for the pressure of finding a
replacement property quickly. You need to understand the risk
of making bad decisions under pressure and the long term
impact on your portfolio.
Here are some quick tips to remember when you’re
considering a 1031 exchange:
● Start the process of looking for a replacement property
as soon as possible. Identify a suitable replacement
right away.
● Consult with a tax attorney. An expert can help you
navigate the exchange process and protect you from
mistakes.
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Real Estate Investing Basics

Chapter 3
What to Look for in a Real Estate
Investment
One of the questions we get asked all the time is: How do I
evaluate properties and choose a property that will make a
great investment?
Enrique Jevons, the regional director for Mynd Property
Management in Washington State, has a lot of experience in
this area, so we asked him to share some of his expertise with
investors like you. Enrique isn’t only a professional property
manager. He’s also an investor.

For the video, go here.
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Real Estate Investing Success Strategies
First, we want to remind you how to be successful in real
estate investing. You need three things:
● Time
● Expertise
● Money
If you’re lacking any or even all of these things, it’s okay. You
can leverage other peoples’ time, money, and expertise. There
are many ways to do this and smart investors know that.
First, hire someone to help you who has
the necessary expertise. This might be
an attorney or a realtor who earns a
commission every time you buy. It might
also be a wholesaler.
You don’t have to be tied to just one
expert, remember.
Make sure you’re using a lot of people to help you out. Get as
many real estate professionals as possible looking for deals for
you. Work with several wholesalers, and put your
requirements out there.
Once you figure out your investment criteria, let everyone
know exactly what you’re looking for. This is the best way to
gather leads for new properties to purchase.
Next, decide how to finance your real estate and don’t be
afraid to use other peoples’ money.
Don’t wait until you’ve found a deal to think about looking for
money. Try to figure it out ahead of time so you’re prepared to
negotiate. You don’t have to have the funds locked up in order
to look around, but you do need to know where you will
borrow and how you will access the capital you need.
The least expensive place to borrow is a bank. The banks will
have the best lending rates, but they’ll also have the strictest
criteria. You may not qualify for the loan you want. There are
Real Estate Investing Basics |
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also private money lenders, hard money lenders, and friends
or family members who can help you invest.
You can also sell or finance an existing property. You can use
your 401k plan if you have a self-directed IRA. Figure out the
money.
Finally, you need to rely on the expertise of others.
This might be a property manager or a property inspector.
Your inspector may be your best resource when you’re
thinking about buying a new investment.
We always find it crazy when a buyer tells us he has to see the
property himself and can’t make a move for a week or two.
This delays the purchase and sometimes negates the
opportunity because other investors are ready to make a
decision right away.
You don’t actually need to see the property in order to buy it.
What you need to see is the inspection report. That’s going to
tell you everything that is potentially wrong with the property.
It will be the qualified and licensed inspector who gets paid to
crawl under the home and into the attic. You won’t have to
look for a cracked foundation when you go to the property
yourself.
We have never had a buyer go under the house to check the
foundation or go into the attic. So, you don’t need to see the
house, just the inspection report. It’s thorough, reliable and it
includes photos and tells you if something is wrong. Use the
time and expertise of others. Don’t think you know it all.

Evaluating Potential Investment Properties
When they are deciding to invest,
most people are looking for cash
flow. Your investment goals will
determine what you want in a
property.
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It might be the property doesn’t cash flow today or
immediately, but if you get a fixed interest loan that’s a 30-year
mortgage, your rents will hopefully go up each year, and the
value is appreciating.
This will eventually deliver more cash flow. So, even if the
property isn’t earning right now, in 5 years or 10 years, you’re
likely to see much stronger cash flow.
Figure out what’s important to you before you start looking for
investment opportunities.
You might want to choose a property in an area that is
traditionally appreciating. A history of real estate investing
shows that properties appreciate. They have done so in the
past and they will continue to do so. Look and see if that’s the
play you want to make.
If you’re chasing appreciation potential, that’s the filter you
want to use when you’re evaluating potential opportunities. If
you determine that you need cash flow today, remember that
you’ll always make cash flow later.
Over time, your real estate will go up in price and value. There’s
occasionally a dip in the market, but there’s always a recovery.
This allows you to decide when you want to sell, and you’ll
never sell because you feel like you have to.

Focus on Four Filters
Enrique is a successful investor, so let’s take a look at his four
filters that he uses when he’s making investments for his
personal portfolio.
All of the wholesalers he works with know these filters and
what he wants.
One Percent Rule
This one is pretty common.
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The one percent rule means that the gross rents divided by the
purchase price equal one percent. The higher the percentage,
the better the deal.
A two percent figure is even better. This isn’t the only filter
Enrique sets because if it was, he’d miss a lot of great deals.
However, this filter is easy to set up on the MLS. He gets an
immediate notification when something comes online that
meets the one percent rule.
Solid Cap Rate
The cap rate is the net operating income.
It’s your revenue minus your expenses, and
that gives you the net. Your net divided by the
purchase price delivers your cap rate, and it’s
another number that’s frequently used on the
MLS.
Again, it’s easy to give to a wholesaler. This number does not
include any financing. That’s because financing is a personal
thing to each buyer. The buyer’s interest rate on their cash will
be determined by their own financial position, and every buyer
has a different financial position.
Calculating the cap rate eliminates any leverage or hard money
and assumes the purchase is in cash. This helps you compare
apples to apples. Taxes, insurance, utilities, and operating
costs will make up the cap rate. It’s also possible to set up a
filter on this.
Available Cash and Financial Position
Next, Enrique considers the amount of cash
that he personally has on hand that he can
deploy immediately.
Based on how much money he has in his line
of credit and the cash he has in the bank,
he’ll set a filter for properties he can afford to
buy in cash. This number changes throughout the year
depending on what’s available to use.
Real Estate Investing Basics |
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Any properties that get listed online that are under a particular
purchase price will get his attention. He personally likes
smaller single-family houses, and he’ll take a look at those
available properties that are affordable.
If he can purchase an investment in cash, he knows he’ll have a
competitive advantage over other investors.
With cash purchases, he includes an inspection contingency
but can set the closing date for a week and buy fast. This helps
him to beat the competition.
Sometimes, these properties will not meet the one percent
rule, but if he has the cash to buy them outright, he can beat
down the price from the list price.
Seller Financed Properties
Enrique’s final filter is for seller financed
properties.
There are a lot of advantages for these, so he
always keeps an eye out for them. While
there are fewer now than there used to be,
they can still be found. Some properties on the market are
seller-financed, and they make great investments.
Enrique also likes the words TLC in any real estate advertising.
If that shows up, he will look at it and see if it’s something he’s
interested in. While he doesn’t flip homes, he will purchase
them and fix them up and then rent them out. Then, he
refinances them and gets all or most of his money back.
It’s like flipping a home to himself and the bank has fully
leveraged the property.
These are some examples of personal criteria from a
successful real estate investor. Just figure out what a good filter
for you might be. Put it out there because that’s when things
fall into your lap.
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Real Estate Investing Basics

Chapter 4
Best Places to Invest in
Real Estate for 2019
As we arrive in the homestretch of this year, we thought it
would be a good idea to take a look at some of the best places
to invest in rental properties in 2019.
At Mynd Property Management, we are active in a number of
markets across the country. We have a unique view of where
things are going well and where investors are struggling.

For the video, go here.

Before you decide to buy a rental property, you’ll need to
figure out what your investment goals are. This will have a
huge impact on the market you choose. So, we’re categorizing
our advice on where to invest in two different investment
strategies.
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If you’re looking for long term investments, you’ll want to buy
rental properties in markets like Dallas, San Antonio, Austin, or
Atlanta. Those Texas cities are amazing for long term returns
on rental properties.
We think there’s a lot of potential for investors who are hoping
to hold onto their properties for many years. You can plan on
strong appreciation plus a decent cash flow when you know
where to look and how to structure your investment.
For short term investments, we suggest you take a look at the
Midwest. You’ll find some excellent opportunities in places
such as Columbus, Ohio, Memphis, Tennessee, and
Indianapolis. These markets provide investors with high yields
and good cash flow.
But let’s dig a little deeper into these markets and talk about
what you should be looking for.
If you’re an experienced investor who is growing an existing
portfolio, you’ll want to find properties that fill some gaps or
complement what you already own.
If you’re a new investor, you’ll want to spend some time doing
some research and due diligence before you make your first
purchase.

Long Term Investments and Rental
Properties
When you’re planning to invest for the long
term, you have a specific set of criteria that
you want to look at before you acquire a
new rental property.
We recommend that you look for
appreciation, that you evaluate the growth
numbers, and that you take a holistic view of the economy.
These are the things that feed a successful long term
investment property.
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Dallas is a great market and it illustrates everything that we’re
talking about. There’s a lot of potential for growth in Dallas.
For example, last year, there was a 10 percent growth; and
that’s a great number for investors who want to allow their
properties to grow in value over time. You’re going to make a
lot of money with that kind of growth.
The challenge with Dallas and markets like Dallas is that they
can be hard to get into. If you want to buy something in the
Dallas proper area, you’ll find that you have to spend a bit
more than you might have planned. If you find that you cannot
locate a great investment property in downtown Dallas, there’s
nothing wrong with going out to the suburbs.
In the outskirts of Dallas, you can find and buy a home that’s
affordable. With that property, you’ll be able to hold onto it for
a while. The rental income will be steady and the rental value
will continue to increase. As its value increases, this property
will deliver a lot of appreciation and it won’t be long before it
becomes a cash cow.
There are some other factors we like to look at when we’re
deciding where our clients should invest. For example, we like
to follow where the young people are going. The millennial
generation is huge and it’s arriving in the rental market in a
large wave, especially recently.
If you’re an investor who wants to attract millennial residents,
you need to make sure you’re buying in places that they want
to live.
This is a big demographic, and it should be a
part of your investment strategy. The
millennial residents we see flooding rental
markets want to be in or near a city. They
want homes in Austin, Dallas, and Atlanta.
So, as an investor, there’s a huge potential in
these markets. Austin actually has had the most growth in the
country for the last three years. We know the millennial
population wants urban areas.
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A good strategy is to pick out a suburb that’s close to the areas
that they’re flocking to. In Dallas, you probably won’t have a lot
of millennial residents who can afford a glitzy new Dallas highrise condo. But, if you buy a property in the suburbs, you’ll
attract millennial residents who want to be within commuting
distance.
They might be looking for a home that’s less than 30 minutes
away from downtown, especially if they’re starting a small
family. So, check out the outskirts when you’re looking for a
profitable investment. You’ll find a reliable population of wellqualified residents and a growing economy.
Consider Atlanta and some of these Texas markets. In Frisco,
right outside of Dallas, there’s a section of commercial real
estate called Five Billion Dollar Mile. A lot of corporate
headquarters are developing properties there. It’s where a lot
of the new jobs will show up around Dallas. Invest there, and
you won’t only have a lot of long term appreciation – you’ll
have an endless supply of residents with excellent jobs. Isolate
your search to these economic and population-heavy areas.

Short Term Investment Strategies
We prefer long term investment
strategies, but we know it’s not for
everyone.
If you’re only interested in holding onto a
rental home for a short amount of time,
with cash flow in mind, you’ll need to focus
your search on areas where it’s still cheap
to buy a property. It’s still important that rents are high in
these areas; however, so you can earn the income you want.
Take a look at Memphis, for example. This is a great market for
short term investors who want to earn as much as possible in
rent and not think too much about long term strategies.
In Memphis, you can buy a great home in a desirable
neighborhood for $150,000 or even less. With that reasonable
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investment, you’re going to earn a rent that’s around $1,200 or
$1,300 per month. You’ll have immediate cash flow.
You can find these types of numbers in markets like
Indianapolis as well.
Find out where these markets are. Do some research and get
to know where you can earn the money you’re hoping to earn.
There are a lot of areas in the Midwest where this is possible.
Your best investment markets won’t necessarily be on the
coasts.
The one thing you’re looking at when you’re
trying to decide about an investment is how
much that home will rent for. It’s important,
before you buy, to research the average
market rent in the community.
Compare that rental amount to the purchase price, and crunch
your numbers.
You also want to look at vacancy rates because that will have a
huge impact on your cash flow. You can find vacancy and
occupancy rates on sites like Zillow Research.
Buy a home in a market that has high occupancy rates. That
will translate to lower vacancy, so you’ll have an easy time cash
flowing. A vacant property obviously doesn’t bring in any rent.
Not only are you losing rent, but you’re also paying to keep the
house up and losing money on utilities, landscaping costs, and
other expenses.
You’re not counting on appreciation as a short term investor,
so you cannot invest in a rental home that’s likely to stay
empty.
When you’re sourcing potential investment properties, don’t
forget to calculate your maintenance costs. You don’t want to
buy a property that has a 17-year-old air conditioning unit. If
you have to replace that unit while you own the property,
you’re going to lose money.

Real Estate Investing Basics |

26

Think about what you’ll need to spend on
rehabs or renovations. Think about what will
be required just to get the property ready
for the rental market. If you have to pay
$4,000 for a new air conditioning unit and
you’re only cash flowing $200 a month, you’ll
have a hard time earning any money off
your investment.
Think about what kind of investment you’d like to make.
Once you know whether you’re going to buy for the long term
or the short term, you can decide on a market that meets your
needs. There are a lot of opportunities to invest in real estate.
Property values have gone up between six and eight percent
over the last year or two.
Think about your home value and what you’re hoping to do
with that property. Then, we can help you find the right market
and the right rental home.
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Chapter 5
How to Diversify your Real Estate
Investment Portfolio
Diversifying your real estate portfolio is critical if you want to
protect yourself and increase its performance.
Building a diversified portfolio in real estate investments is one
of the best ways to minimize risks and drive long term returns.
Diversity depends on:
● Geography
● Asset Class
● Risk Profile of the Asset

For the video, go here.
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Diversifying and Geography
Geography is one of the best ways to diversify your investment
portfolio. It’s not that complicated, and if you’re working with a
smart team of local experts, you’re going to have a positive
experience in just about any geographical market you choose.
A lot of investors focus all of their acquisitions on a single
market. Usually, this is because they know where they’re
comfortable.
It’s easy to invest in a local market that’s close to where you
live, for example. Being in the same city or region as your
investments makes everything feel accessible. You know the
assets and you know the neighborhoods in the market, and
there’s not a lot of guesswork involved.
That can feel very safe, especially if you’re a new investor who
wants to stay close to home.
However, keeping all of our real estate investments in one
market is not as safe as it may feel. In fact, this puts you in a lot
of risk if the economics turn in that particular market.
If a major employer leaves the region or the population starts
to move out or the local economy shifts, you might be left with
assets that are no longer worth what they once earned. These
are factors you cannot control.
Your portfolio is exposed to the dealings of
that market. It’s important to diversify into
new markets and locations. That way, your
entire real estate portfolio won’t be
dependent on a single economy or a single
resident pool.
You will be better prepared to endure any potential single
economic downturns because you’ll have investments
elsewhere. There are a lot of great places to invest right now,
and you should consider looking at rental properties in other
regions.
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Diversifying your Asset Classes
Another way to increase the diversification in your portfolio is
to look at multiple asset classes.
Think of investing in single-family residential properties,
multifamily residential properties, as well as commercial real
estate.
This is going to maximize your returns because each of those
different asset classes sees stronger returns in different parts
of the market cycle. Being over exposed to any one at a specific
time is going to increase your risk as the market turns. And,
this keeps you from taking full advantage of returns as other
segments of the market are seeing stronger returns.
Similar to geographical diversity, this strategy can seem risky.
If you’ve only ever invested in residential real
estate, making a commercial purchase can
seem a bit uncertain. If you never thought
beyond the single-family home market,
buying a small apartment building might
seem completely outside the realm of
possibility.
We like to stick with what we know, but as investors, we have
to be willing to try different things.
Keeping all of your real estate investments in one particular
asset class is not going to protect you from risk. In fact, it’s
riskier for your portfolio.
Be willing to buy different types of properties, and if you’re
feeling like you’re outside of your comfort zone, don’t be afraid
to reach out to someone who has experience with different
types of properties.

Diversify your Risk
The third way to really drive diversification in your real estate
portfolio is to diversify across risk profile.
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“Risk profile” is a phrase that people use when they talk about
their investments and assets. What it describes is what you’re
looking for in your investment profile.
● How much stability is there in the assets you own?
● How much of the potential cash flow is your investment
property generating at the time you acquired that
asset?
The answers to those questions will describe
your risk profile and give you some clues as
to how you might find some diversity.
There are three levels of risk profiles when
we are talking about and considering real
estate investments.
First, there is the stable, core, turn-key assets.
This is going to be the best bet for investors who may be new
to real estate or unwilling to take on a lot of risk. The stable
assets are the properties you buy when you’re looking for
simplicity. They are often occupied with good residents and
they have compliant leases where everything is covered.
The residents are probably paying market rents or close to
market rents. And, you’re going to be able to expect a fairly
seamless rental process with cash flow coming in almost
immediately. These properties have less risk, and they are
likely going to see lower returns.
The second risk profile is a little different. These are usually
what we call value-add properties.
These are homes or buildings that may require some updating.
You’ll get a great price for them, and you may have to invest a
little time and money in order to get your returns to the
market level.
As you can see, there is more risk to this strategy. But, once
you get those properties to where you want them, they are
sure to drive strong returns. These properties usually give you
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a better return than the properties in that core risk class. It’s
the cost of your work paying off in the longer term.
The risk here comes in actually executing your strategy of how
to get that property up to market rent.
The last risk profile is distressed assets.
These are properties that will require a lot of work before you
can even think about renting them out and earning. These
properties will almost always require a business plan because
there is so much effort needed to get these properties up to
market rent.
One of the benefits of this risk class is that
you’ll be able to acquire them at deep
discounts. So, you’ll spend a lot less when
you’re purchasing. Then, you can execute
your business plan for getting them ready
for the market. Once you have them out
there and listed and residents are paying
rent, you’ll see really strong returns.
If you typically stick to one risk class, consider buying a
property that fits a different profile. Challenge yourself, get
some expert advice, and see what it does for your portfolio.
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Conclusion
If you weren’t sure about how a 1031 Exchange could help you
defer taxes, now you know.
If you didn’t know whether you should look to invest in other
markets or stay in the one you know, we’ve provided some
sound tips on diversifying your investment portfolio.
We hope we have helped you think about your investment
goals and what you should be looking for in your first or next
acquisition.
At Mynd Property Management, we have access to industry
best practices, local market experts, and many years of
personal and professional experience.
Talk to us about where you are in your investment career and
where you want to go. We probably have some additional
ideas.
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