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Chapter 1 : 5 Ways To Finance A Real Estate Investment - AskMen
The resulting immediate equity in the property makes this a wonderful creative financing strategy! Lease options â€” A
lease option allows the buyer to rent the property for a given amount of time, with a portion of their rent credited toward
the purchase price of the home.

My creative financing toolbox chose me. My business partner and I began full-time real estate investing right
out of college with no assets, no regular job, and little consistent income. But we still wanted to buy, sell, and
eventually keep properties. So, we were forced to look beyond the traditional path of walking into a bank and
applying for a loan. We learned to use creative tools, such as seller financing, private loans, self-directed IRA
loans, lease options, and more. Ironically, after almost 14 years of investing in real estate, we still choose to
use creative financing to purchase real estate. We can get bank loans now, and occasionally, we do when it
makes sense. But creative financing is still our preferred source to finance investment real estate. How to
Analyze a Real Estate Deal Deal analysis is one of the best ways to learn real estate investing and it comes
down to fundamental comfort in estimating expenses, rents, and cash flow. This guide will give you the
knowledge you need to begin analyzing properties with confidence. You need a set of reliable and flexible
tools in order to build a solid structure. Like a hammer, traditional bank financing is a common tool that
everyone knows how to use. If you have a nail, it sure is handy. It will limit your business over the long run.
Other investors with a larger toolbox that also includes creative financing will have a natural advantage
against you. They will build their real estate portfolio faster, more consistently, and with a better long-term
result. There are multiple reasons why this is true. Real Estate Cycles Real estate markets go up and down,
often in year cycles. The best real estate deals are found during the down cycles. Think about when blood was
in the streets and good real estate deals were plentiful. Down cycles are when banks lend the least money. On
the other hand, creative financing smooths out the curves of these cycles and works during up and down times.
For example, in the downturn of , we were able to obtain plentiful private financing from individuals who
were scared of the stock market and sick of tiny bank CD rates. At this time when banks would not loan
money against investment real estate, our private lenders felt very secure with tangible real estate that
produced rent far in excess of their interest payment. They were much more open to seller financing during the
down cycle than they would have been before. So, rather than working against us, the down real estate cycle
actually improved our ability to finance deals creatively. Increased Risk Do you know how you can tell that a
bank is in control of your lending relationship? Because their army of attorneys wrote the enormous book of
papers you sign at a loan closing. You get the privilege of signing the papers as-is, or you can take a hike!
That big stack of papers is all about transferring risk. The attorneys working for the bank essentially transfer as
much risk as possible from the bank to you. On the other hand, everything is negotiable with creative
financing. These agreements can reduce your personal risk and still satisfy the needs of the other party. Lack
of Control Success in real estate investing depends upon consistently being able to acquire funding for new
deals. But the application and approval process for bank financing is largely outside of your control. Today
you may be able to get seven loans, but tomorrow the policy may change to five. And the changes do not
always make sense. On the other hand, creative financing is limited only by your ability to find good deals and
to prove yourself to the individuals providing the financing. With your hustle and intelligence unleashed by
creative financing, the potential upside of your investing business is virtually unlimited. Lack of Speed
Ignoring all of the other problems above, bank loans are just too slow. For the best investment acquisitions,
you must move very quickly. But bank loans require drawn out application processes, appraisals, and multiple
layers of approval. By the time you finish the first step of your traditional bank application, I will have already
used creative financing to close the deal. For example, we recently closed a deal in three days. We would have
been lucky to get a return call from the bank by the time we already bought the property! The Basics of
Creative Financing Luckily, adding creative financing tools to your toolbox is not rocket science. You
probably already know the basics. If you have used a promissory note, a mortgage, a deed of trust, or a lease,
you understand the fundamentals of how creative financing works. But there is still a learning curve to
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understand the nuances and the unique applications of these tools. So, the goal of my explanations below is to
make you more familiar with five of the most common and useful creative financing tools. I will share
diagrams and examples that will explain how the tools are used. The diagram above shows the relationship
between all of the parties of a typical closing. There are four primary entities involved: The Seller The Buyer
you, if purchasing an investment The Bank lender The Closing Agent an attorney or title company In this
example, a purchase and sale agreement was signed at some point before closing between the buyer and seller.
Also before closing, a loan commitment agreement was made between the buyer and the bank. The closing
attorney or title company uses these pre-closing agreements to oversee the closing transaction a. The items
actually exchanged between the parties include: Money â€” from the bank to the buyer a loan Two contracts, a
promissory note, and a mortgage or deed of trust in some states â€” from the buyer to the bank A deed â€”
from the seller to the buyer Money â€” from the buyer to the seller For those of you already investing, this
may seem basic. Seller Financing In the picture above, did you notice the main difference between a seller
financing transaction and a transaction with a bank loan? There is no bank! As you can see, the seller never
gives the buyer any money like a bank would. Instead, the seller just agrees to let the buyer pay the purchase
price over time with monthly installments i. In exchange for this financing arrangement, the seller not a bank
receives the promissory note and mortgage as security. The beauty of this arrangement is that there are only
two parties â€” the buyer and the seller. The seller does not have loan committees, underwriters, or Fannie
Mae-conforming rules. You make an offer to the seller, the two of you negotiate, and if it makes sense for both
parties, you move forward. But how common is seller financing, really? Maybe Ben has been looking under
the wrong rocks. Seller financing is an incredible tool that is well worth the effort. And it is one of the clearest
win-win transactions in the entire real estate business. And that does not include the benefits of future capital
gains. The seller and I are pals. And he receives a much larger income than he would with most traditional
investments. Who is the only party not happy with the transaction? The only difference is that the lender is a
self-directed IRA individual retirement account and not a bank. Most retirement accounts invest in traditional
assets like mutual funds or bonds. But a self-directed IRA is a way to use retirement savings to invest in
alternative assets like real estate, notes, tax liens, and more. Specialized custodians who allow self-direction
hold the assets and process transactions, and keep records for the IRS. You must be very careful not to engage
in IRS-prohibited transactions. Loaning money to yourself or to your business is clearly off limits. But as long
as you follow the rules, you have enormous opportunities to find sources of funds for your real estate deals.
Chances are that someone you know in your local network has funds available and would be willing to loan
them to you. Your deals give them the perfect opportunity to invest in local assets that they know and
understand. This has been the tool that I use the most often from my creative financing toolbox. Like seller
financing, it is a win-win arrangement. It gets you the funds you need, and your IRA lender receives a solid
return and good collateral. Confessions of an Ex-Banker: The only difference is that the private lender uses
funds outside of an IRA. Who would have that kind of money? More people than you think. The most likely
candidate is an individual with a large net worth. And if you understand the principle of books like The
Millionaire Next Door: My favorite way to find these individuals is at real estate networking events like
Bigger Pockets meetups or your local real estate club. Attend these events and get to know people. Find the
experienced old guys and gals in the back of the room. Once you get to know people, they may be willing to
loan money to you. I love that borrowing from high net worth individuals also brings more benefits than just
getting the money. In addition to borrowing money, you also borrow their expertise and experience! A couple
of my own private lenders became mentors and close advisors.
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Creative financing in real estate was a super hot topic in the s. It's hard for me to believe that many of the pioneer
legends in creative financing are dead now, but what a crazy ride during its peak. When interest rates jumped to 18% in
the late s, many buyers were forced out of the real.

Simpleâ€¦ lack of knowledge and, even worse, lack of experienced professionals that they can turn to for help.
Few attorneys understand the process and those that do, charge a substantial fee! I am one of the few real
estate experts who understand this process, having closed over 1, creative financed transactions. There are few
people in the country who have as much experience and technical expertise in owner financed transactions as
me, and even few who are willing to share it â€” until now! Are you a beginner with limited funds or limited
experience? Think you need to qualify for financing? Are you tired of buying properties the conventional way,
qualifying for loans and renting to deadbeat tenants? Do you want to make cash right now from real estate
without waiting for appreciation? Do you need a game plan to jump-start your real estate business? Traditional
investing is hard and slow. Fortunately, there is a better way: I help my students make money, REAL money
through my powerful innovative creative real estate financing techniques. Just look around you. Can you
imagine retiring on that? The question I have for you is: You have nothing to lose, except the opportunity to
make a bundle, but first, you have to learn how the system works! You will get a detailed workbook
explaining all of the legal and tax angles. You will learn how to negotiate and engineer the deals. Anyone can
buy real estate with no money down, but few can do it without risking their necks! Bill Bronchick will show
you the smart way to buy nothing down so your risk is reduced nearly to zero. Understanding the mechanics of
owner financing. How to profit from foreclosures, even if there is no equity in the deal! People are
overlooking one of the best sources of deals for owner-financing: How to buy a new, big, beautiful home in
the next 60 days with no money down! And, there will be dozens of homes to choose from! Lease options
provide many profit centers. Proper marketing is the key to success in any business. The Killer Telephone
Script. Learn what to say and how to say it to qualify potentially motivated sellers over the phone. Not only do
you need to know what to say, you need to know how to say it. You need to base your offer on having the
correct information. The phone script will guide you in asking all of the right questions, time after time. How
to understand and draft all of the legal forms â€” no law degree needed! You will learn how to draft the
necessary paperwork to get the deal done while other investors are waiting for return calls from their lawyers!
A real estate professional is only as good as their forms. Wraparound deals bring in interest payments, not
rent. True wealth means deals that produce income whether you are on site or not. You will learn how to get
around the mortgage due-on-sale clause safely and effectively. This alone is worth the price of the course. Tax
Implications of Options for Buyer and Seller including changes under the recent tax laws. You will have a
feeling of security that you are maximizing your earnings, legally and ethically. All of the legal angles that
every other course left out. Most people are good folks. You will feel safe knowing that you are protected.
Understanding the difference between a contract and a wraparound mortgage. You will have a feeling of
confidence like never before armed with this knowledge. How to multiply the value of cash reserves. Make
your cash work hard for you! The name of the game in your journey to financial freedom is to keep your
money moving. How to market properties to sell quickly, easily and for the most profit, even a difficult
property. Even if your market is slow or your house is a "dog", you will learn proven techniques to move
houses fast. Understanding the tax implications of creative real estate financing deals. Who gets to deduct
what? What forms to file with the IRS? How do your report income? All of your questions answered in a
simple, understandable format. Being in business and doing it the right way can legally save you thousands in
taxes. How to negotiate owner-financing. You will feel and act like a pro and gain respect with every deal you
do. Complying with the rules is paramount in any business. Sometimes deals require a bit of money for one
reason or another such as fix up, etc. And so much more!
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Using creative techniques to buy, sell, finance and invest in real estate is a great path for those with the knowledge to do
so. Learn more about creative techniques from: The Book on Investing in Real Estate with No (and Low) Money Down.

Seller financing can be a fantastic way to jump into the investing trade, by letting the seller of a home keep the
note on the property, without having the financial capital to buy the property outright. What real estate
financing options are out there for the newbie investor? Which method of financing for real estate investors is
a good fit for your strategy? And how do you avoid some of the common creative financing real estate
mistakes that plague the new investor? One of the better ways to creatively finance your real estate deal is to
use a cash out refinance, where you tap into the equity of your home. Here are four creative real estate finance
methods to help you get closer to that investment deal off the ground. Cash Out Refinance A cash out
refinance for real estate is a transaction in which you tap into the equity of your home â€” you borrow enough
to pay off the mortgage of your home and then pocket the difference â€” which can free you up to invest that
equity into an investment. The interest terms on a cash out refinance are much more favorable than a
traditional home equity loan. And, unlike borrowing money from a hard money lender or traditional financial
institution, the interest on a cash out refinance is tax-deductible. The risks with a cash out refinance are that
your mortgage term gets reset â€” the year clock starts over again â€” and if something unforeseen happens,
such as an illness or job loss, the new monthly payments can be difficult to contend with. But if you have a
great opportunity, and need some ready capital to make that opportunity happen, it can be a good source of
investment dollars. HELOCs generally have a draw period, typically lasting 10 years, and a repayment period,
often lasting no more than 15 years. However, with that shorter repayment term comes a much-larger monthly
payment. In addition, you most likely have to have excellent or at the very least good credit to qualify for a
personal loan. Still, if you have good credit, but very little equity in your home, this can be an effective
method of real estate financing. Seller financing , or seller carry back, is a great example of this strategy. In
this method of real estate creative financing, the seller of a property agrees to hold on to the note of purchase.
You then pay them a monthly payment until the note is paid off. If you see a great investment opportunity, and
realize that you will probably end up refinancing any way at some point, seller financing as a real estate
investment option can be a great arsenal to add to your toolbox. Let us know in the comments below. By
subscribing, you agree to receive blog updates and relevant offers by email. You can unsubscribe at any time.
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Many think that creative financing involves complex, convoluted and "only for the big boys" strategies. NOT SO! Creative
financing simply means finding an alternative way to solve financial problems or barriers to your real estate investment
goals.

Real estate investment loans can come from a variety of sources, and be structured in at least as many ways.
Further, there are ways to increase your investment yield through creatively structuring your loan terms. Some
successful investors, even those with the cash to cover their real estate investment cost completely, have made
sizable purchases with minimal cash outlays â€” sometime even with zero dollars down. Commercial loans,
unlike home loans, are not backed by a government entity, so the rates are traditionally higher than those for
home loans. Balloon loans are common among traditional bank lenders, so you must determine whether your
projected income will be enough to pay the mortgage off when the balloon payment is due. If you cannot, you
may be forced to refinance and pay a higher interest rate. There are also ancillary charges that you must add to
the lending price, such as survey fees, loan application fees, and legal fees. Often, these must be pre-paid
before the loan application process begins. You should also make sure that you have an up-to-date business
plan and realistic financial projections to accompany your historical information, though lenders may pay
more attention to your past financial history. Some banks require investors to sign covenants that require you
to meet certain cash flow requirements, debt-to-cash ratios, and other conditions; failure to mean these
conditions for whatever reason will trigger a higher interest rate. You should also ask a bank lender for as
much information about the typical terms and required documentation for a commercial loan before applying
as it can be a time-consuming process. Private Lenders Private lenders are not just professional lending
institutions. Private lenders can include family, friends, neighbors, and co-workers. There are then of course
professional investors, who you can find through online searches, and private professional lending institutions.
Hard money loans, also known as predatory loans, are the most restrictive and are extremely expensive. You
should carefully consult the terms of each loan with your financial advisor. Credit line agreements Credit line
agreements are a popular financing strategy for those who already own at least one property. If the initial
property is paid in full or if you have built up significant equity in said property, pending credit and other
assessments, a bank will typically extend you a line of credit secured by that initial property. Using this as a
financing method can be lucrative, but risky. If, for example, your net income on the second property is
negative, you will be stuck paying off the cost of the credit line used to obtain financing and the mortgage
payments out of pocket; missing payments could then cost you both properties. There are many types of credit
lines in addition to balloon loans, including, but not limited to: These are usually secured loans for a term of a
year or less. These are secured by your professional, or in some cases, your personal assets. This involves your
work as a business owner being compensated through the contractor making direct payments to your lender.
These are loans, typically made by traditional lenders, and typically secured, for a fixed term, at least partially
determined by your income statements and projections. These loans are secured by other real estate you own.
These loans are typically for 3 to 15 years and are indexed against a Treasury index. Bank financing Bank
financing options for residential real estate investments are not dissimilar from those for primary home
purchases. Grants Federal agencies often offer potential investors grants to facilitate their purchase of
distressed properties. These grants come with stipulations, including that the investor must mean certain
financial qualifications, that the investor will improve the property, and that the investor will not attempt to
resell it before the improvements are made. More information on these types of programs is available on the
websites of the Small Business Administration and the Federal Housing Authority , as well as the websites of
many state and local housing authorities. Creative financing Creative financing refers to financing methods
beyond those used by traditional lenders, and are used when both your credit and assets cannot secure you
favorable traditional loan terms, or when you can spot and leverage a lucrative financial advantage using them.
They include, but are not limited to: Commercial real estate financing strategies One such strategy that is
difficult to emulate unless you are a multi-millionaire is one of buying massive amounts of stock in real estate
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rich firms. In an interview with the Wall Street Journal, Roth stated: He was so successful that he was able to
pay it back within a year. She counsels against using home equity loans as a financing strategy, citing the
following personal experience in an interview with Bankrate: In , I remember I got percent financing from a
very friendly mortgage broker on a country home, a renovated school house in Pawling, N. It was either that
or sell the house, and that would have broken my heart. The money did float the business for about seven or
eight months, I drained it right down, and I also paid for the mortgage with it, but it saved my business. I
thought credit lines were there for the trouble times; that was an interesting business lesson. But then my good
old house saved the day. I still have it. I was able to pay off the entire mortgage on it two years later because
the business was doing so well, so the business returned the compliment, I guess. The most significant of these
include: This is equivalent to the operating expenses plus the debt payments divided by the gross operating
income and can be used to quickly assess whether the property is in danger of default. The value of the
property divided by the lesser of its appraised value or selling price. When a seller reveals something about the
property that had been previously undiscussed. Consumer protection laws stipulate that certain facts about the
condition of the property must be disclosed to the seller before a transaction can be completed. A partial down
payment to show your commitment to make a property purchase. Usually, you will pay the balance of the
down payment at closing. This refers to an account maintained by a neutral third-party where your funds are
stored during closing, and released at the conclusion of the transaction. A special fee you pay if you pay off a
loan before the loan term ends. This is often stipulated in loan documents. Insurance that covers the lender in
case you default on the property.
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Creative Real Estate Financing Ideas. Seller Financing: The biggest benefit of using seller financing to fund a real estate
deal is the fact that you never have to work with a lender (the seller is the lender).

Has your real estate investing stalled due to a lack of funds? Or, has it failed to even get off the ground for this
reason? Most people think they have a money problem, when in actuality all they have is an idea problem. The
truth is, there is no lack of funding. My students taught me something that has improved the results of my own
real estate investing. There lies a valuable lesson. Always be open to new ideas, regardless of the source of
that idea. It could change your life! Wellâ€¦ almost free when compared side-by-side with the traditional
sources of money available banks, hard money, private money, etcâ€¦ today. In fact, you should always look to
the seller to provide financing for your deal first, as opposed to getting a conventional loan or tapping into
friends and family. First â€” because getting seller financing can be really easy. Best â€” because using seller
financing can be really easy. Did I mention I like easy? What does the seller need and when do they need it?
How much does the Seller owe on the property? Free and clear properties This is where they own the
properties free and clear. Why would someone want to take payments instead of cashing out? Why would they
want money over time, instead of getting all their money right now? An existing loan on the property The
properties that you come across are not always going to be owned free and clear. In those cases, look to the
seller again, and present them with the option to carry back an additional loan. If they agree, you can either
keep the loans separate, and you can pay the bank, and you can pay the seller separately. Or, my preference is
to wrap them all up into one loan using a third party servicing company, who then distributes the payments to
each lender accordingly. My clients and students have been finding this to be the most common scenario. My
clients and students are using business credit to close these types of deals, as well as to fund their marketing,
rehab materials and pretty much all business expenses. And those funds are landing in their bank account in as
little as 7 days after approval! Again, I like easy. The bottom line is their real estate investing businesses are
growing because of these two creative ideas; seller-financing and business credit. The more you creatively
fashion deals involving the sellers, the less of your own money that you need and use. But understand that this
is a skill. It takes patience and practice to develop. Those who figure it out can be found sipping fruity
cocktails on remote beaches whenever they feel like it.
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But creative financing is still our preferred source to finance investment real estate. In this article, I'll tell you why we
prefer creative financing, and I'll open our toolbox to share 5 of our favorite creative financing tools (a.k.a. the power
tools).

You found this property. Now, just quickly compute the income and the expenses. All right, so we had eight
units at eight-hundred dollars a month, times twelve months is equal to seventy-six thousand dollars,
eight-hundred, okay? Now, we have the income. Next is the expenses. Thirty-five percent of seventy-six
thousand, eight-hundred for expenses. Do that subtraction and I come up with forty-nine thousand dollars.
Income minus expenses equals forty-nine thousand dollars. You got to figure out the mortgage. In this deal,
we have negotiated a ten percent down term. Payments going to be five percent with a thirty-year
amortization. Those payments will be about twenty-four hundred dollars a month, which would be about
twenty-nine thousand dollars a year. We have mortgage payments at about twenty-nine thousand dollars per
year. If I do forty-nine thousand dollars minus twenty-nine thousand dollars, equals twenty-thousand dollars
per year in cash flow. Now, to do ROI calculation, or a cash and guess calculations, basically you would
divide your annual cash flow by your down payment. Owner carry first mortgages are great for free and clear
properties, very useful. The next time you find an owner who owns his property free and clear, check out this
strategy and see if it works with him. You now know how the math works. Installment Sale Next is, this is
really cool, if the owner needs to delay paying capital gains taxes if he sells. The owner carry first mortgage
works really, really well for that. In fact, that little technique is called the installment sale. Installment sale is a
very, very effective technique if the seller needs to somehow split up his capital gains taxes over the course of
years. Something like that, so you can be creative as you can be on this type of strategy. Owner Carry Second
Mortgage. The down payment from banks are typically is going to be twenty-five percent on average.
Twenty-five percent of the purchase price of five-hundred thousand dollars is a hundred and twenty-five
thousand dollars. He wanted to sell, but all you had was fifty-thousand dollars, but the bank wants a total
equity of a hundred and twenty-five? What do you do? What you do is you have the seller, the owner, carry a
second mortgage in the amount of seventy-five thousand dollars. The bank is happy, you get the buy the
property, and the seller gets to sell his property. Well, this is useful for when you need to leverage. You need
to have a motivated seller for that to work. When you have a motivated seller, and a ready and willing bank
that will allow a seller to carry second, you can leverage your fifty-thousand dollars into a five-hundred
thousand dollar property. In this case, your ROI, your cash and cash return is going to more than double than
would be if you were to put down the hundred twenty-five thousand dollars. Leverage The owner carry second
mortgage is a great way to not only leverage, but to just go through the roof on your cash and cash and ROI.
The reason why is because of these four reasons. You guys have just learned how to put together,
conceptually, a seller carry first mortgage, a seller carry second mortgage, and a master lease. You can now
take those three strategies and see if your seller falls in one of these categories or reasons, and apply what you
just learned. The first reason why a seller would even consider creative financing is if this property has high
vacancy, is in poor condition. Same thing with poor conditioning. If a property suffers from this, and the seller
still wants to sell the property, the only way to get his price is to do creative financing. What if the seller kept
no books and records on the property? Amazing as it sounds, a lot of commercial owners keep very poor
records of their income and expense. The banks may do that, but they may want to ask for a large down
payment to protect their downside, and the deal makes no sense. Where you already learned from previous
video about the master lease, which is a creative financing technique. You also learned of the owner carry
first. In both situations we can mitigate his concerns about paying taxes when he sells. We can mitigate it by
spreading out over time his capital gains taxes. You can look at an installment sale. You can look at a master
lease. You can look at an owner carry first mortgage as a way to mitigate this. The seller needs a quick sale
because of a life situation. For example, if the seller is ill, going through divorce, or being relocated, he needs
to sell the property quickly. In any case, when a life circumstance requires a quick sale, the best way, the best
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way is to do creative financing. It could be summed up in one sentence. Seller, I will give you your blank if
you give me my blank. Seller, I will give you your price if you give me my terms. If the seller wants his price,
you get your terms. When you want to put together anything creative, like the seller carry first, seller carry
second, or master lease, this is your posture. Terms come from seller motivations. A, is it a small down
payment, ten day due diligence, and fifteen day close? Or, is it a large down payment, with a sixty day close?
He needs to quick sell, so a small down payment may be okay. Ten day due diligence as opposed to sixty
would be great, and the fifteen day close. If the seller wants to delay paying capital gains if she were to sell.
An outright sale with a wealthy cash buyer and close in seven days? Or, a master lease term over an extended
amount of time that you and the seller agree upon? The obvious answer is B, the master lease where you
extend a deal out, because their motivation is what? We set the terms Example 3. The seller wants to sell, but
would like to maintain some type of monthly income from the property. A master lease where you structure a
monthly payment plan to him over and above paying his mortgage? Or, B, a master lease, a joint venture,
where he shares in the profits when you sell the property years down the road? The answer is A, a master lease
where you structure a monthly payment to him over or above the mortgage payment.
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Chapter 7 : Creative Real Estate Financing To Fund Your Next Deal | FortuneBuilders
In this method of real estate creative financing, the seller of a property agrees to hold on to the note of purchase. You
then pay them a monthly payment until the note is paid off. Now, of course, this will only work with sellers who own their
homes free and clear, and don't mind forgoing a bit of short-term cash for some long-term streams.

Tweet on Twitter Traditional real estate investing involves the purchasing, managing, owning and renting of
property. This is a for profit model. This is true of comparable investments that you may choose to invest in.
For instance, potential investments in the stock market are good for comparison. Real estate investments are
limited by being dependent on a cash flow. It is the way a lot of young real estate entrepreneurs go about
financing his or her project. This also limits your risk and makes the money go further. This is usually a good
alternative to traditional banks. The reason this is true is regardless of credit score you can usually get money
upfront and quick. This is a good incentive to find better deals on property, because; it will give you more
options. This is because; you can often arrange the terms of repayment with a private party. They can also be
anyone and everyone. Such as a friend or extended family. In this case, everyone wins. Your name will not be
on the loan. Wholesaling or Flipping Using the method of wholesaling or flipping you cut out the need for
financing. You will begin by obtaining a property that needs fixing at a discount. There is no need for an
excessive amount of cash. It gets rid of several headaches that surround your typical financing options. These
are just a few quick ways to create creative investments in real estate. This is a lucrative business. It does not
matter if you flipping a property or making a long term investment. There are plenty of opportunities waiting.
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Financing a home is one of the most critical factors for buyers looking to purchase real estate. In fact, for individuals with
bad credit, financing can be a big issue. However, bad credit does.

Using creative financing ideas to fund an investment property or second home can help both investors and
homeowners. If achieving financial freedom is your priority, real estate is your solution. Creative financing for
real estate refers to uncommon or unique ways an individual can purchase land or properties that are for sale.
An investor or homebuyer would typically make use of one or more creative financing methods when he or
she wants to use as little of his or her own money as possible. Because it was more difficult to qualify for a
loan, the need for creative financing was born. The biggest benefit of using seller financing to fund a real
estate deal is the fact that you never have to work with a lender the seller is the lender. Choosing this financing
route will result in you and the homeowner establishing your own set of payback and interest rate terms, as
well as you paying your mortgage payment directly to the seller. This scenario almost always occurs when the
seller owns his or her home free and clear i. If in the rare chance the homeowner has an existing loan when he
or she sells, he or she must pay back the loan immediately or possibly face foreclosure. Seller financing most
often becomes an option when the homeowner is desperate to sell. Perhaps the seller is older and can no
longer make the necessary repairs to the home. The ideal outcome for an investor or homebuyer who utilizes
seller financing would be that that investor or homebuyer would qualify for a conventional loan in five years,
refinance the property, pay off the seller, and have a mortgage with a bank or mortgage company. A buyer is
allowed to live in a property as a tenant but with the option to buy that property in the future. Typically, a
person will rent the property for one to three years while taking that time to improve his or her credit score as
well as save for a down payment and will subsequently purchase the home. So if your rent is 1, dollars per
month and your contracts states that 25 percent of that will go towards your purchase price, you will have a 6,
dollar credit applied to your purchase after renting for just two years. An investor can obtain hard money from
a private business or individual for the purpose of investing in real estate. While the terms of hard money will
vary from loan to loan, there are several traits that almost all hard money loans possess. Firstly, the approval
requirements for a hard money loan are much less stringent than that of a traditional lender. Secondly, hard
money loan stipulations can vary. Lastly, hard money lenders understand the process of investing in real estate
better than traditional lenders real estate is their specialty after all. Instead of analyzing your credit score and
asking for references, hard money lenders will review your rehab blueprint, scope of work, and ARV to
determine loan terms. Be sure to have your exit strategy in mind before employing this creative financing
option because the last thing any investor wants is for his or her loan to run out remember, hard money loans
are short term. Private money is very similar to hard money in a number of aspects but is identifiable due to
the relationship between the lender and the lendee. Hard money lenders are professional real estate investment
lenders while private money lenders typically know their borrower for more personal reasons. A private
money loan can come from your friend, family member, neighbor, coworker, or essentially anyone else you
feel comfortable asking for money from. Lastly, private money lenders very rarely receive any additional cash
flow based on equity other than their pre-determined interest rate. This financing strategy is relatively new and
allows investors to use money from the public. There are a number of well-known crowdfunding platforms
like GoFundMe and Kickstarter that authorizes users to raise money for anything they want. However, sites
like Hatch My House and Feather The Nest are crowdfunding platforms designed specifically for real estate
investors and homebuyers. Choose a site, create an account, make your case to the public, and wait for funds
to roll in. One way to fund your next real estate deal is to tap into your retirement account. Additionally, if you
choose to pull from your IRA with the intent of using the money to buy a home, you must find a home to buy
within days or else become subject to a penalty charge as well as any taxes that are due. You also have the
option to borrow from your k. While you are still technically borrowing from a conventional lender, this loan
allows those with credit scores of or above to pay as little as 3. Keep in mind that this real estate financing
loan requires an upfront insurance premium of 1. Firstly, the loan is based on the value of your primary
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residence. Second, when you receive the loan, the money is your to do with it what you want. Thirdly, home
equity loans come with certain tax benefits like the ability to deduct the interest paid on the loan. Lastly, home
equity loans usually have lower interest rates as the loan is secured by your primary residence. Creative
Financing For Buying A Home As you can see, there are numerous ways to invest in real estate or purchase a
home, even without a lump sum of existing capital. How can I buy a house without a loan? Living off one
income, downsizing, and taking advantage of an investor are just three ways to buy a house without a loan.
Eventually, this will allow you to purchase a home with all cash, which requires no mortgage payments. If you
already own a home that has plenty of equity, there is always the option to sell that home, take that profit, and
move to a location with a lower cost of living. There are a number of markets where homebuyers can get more
house for less money. Many investors will pay all cash for a property, which looks very attractive to lenders.
Once you fix up the property and flip it for a profit, you can split the proceeds with the investor. Is it possible
to buy a house with bad credit and no money down? Taking advantage of the previously mentioned FHA loan
is perfect for those who have credit scores as low as if you are willing to put down 10 percent instead of 3.
Programs like veterans affairs loans, the us department of agriculture loans, and special grants like these
mentioned in this HomesGuide. Have you had any luck with some of your own creative financing options?
Fill us in in the comments below. By subscribing, you agree to receive blog updates and relevant offers by
email. You can unsubscribe at any time.
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Chapter 9 : Creative Financing System | Larry Harbolt - Real Estate Educator
In real estate, creative financing is non-traditional or uncommon means of buying land or property. The goal of creative
financing is generally to purchase, or finance a property, with the buyer/investor using as little of his own money as
possible, otherwise known as leveraging, OPM (Other People's Money).

No More Credit Checks. Quick Closings and Low Closing Costs. I find them to be thoroughly well organized
and focused. The information is on target and to the point. He simplifies complex and intimidating concepts.
His use of flow charts, gives you an overall picture of how to structure your business for the best asset
protection using Land Trusts. His Creative Seller Financing program is nothing short of brilliant. I wished I
had thought of some of the things that Larry is teaching me in this series. His approach to sellers is
compassionate, but highly business saavy. I appreciate his availability to entertain my numerous questions.
His answers guide me and allay my fears. It will be the best investment you will ever make. Thank you Larry
Harbolt for sharing your knowledge and wisdom. Getting Bank financing this year for real estate investors is
no longer a reality. Do you think you will be lucky and actually get a loan from a bank if you were to apply for
one? Are you still making offers to buy houses contingent on getting some type of financing never knowing if
you can or not? How do investors plan to pay for the properties they buy when it is impossible to get
institutional financing? Not a pleasant thought is it? Let me ask you, are you lose sleep at night worrying about
how you will be able to pay your bills every month? Are you going to be one of them?
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