Tactics for buying rental property

By Alex Veiga

aszociated Prass

Low mortgage rates have
made buying a home more af-
‘fi(l)lrdﬂnle E:J_fld turned rentals into

attractive option for i
o ve option feor inves-

Throughout the downturn i
the housing market, avz:—:ragrerz1 JLIE
vestors, sometimes pooling their
money, have bought foreclo-
sures at a sharp discount and
turned them into rentals. Many
homeowners also have pur-
chased a second home and rent-
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| ment potential, the goal
\ should be to ensure that

the rental incomié covers
the cost of your mortgage
and monthly maintenance
costs.

home, you'll have to fac-
tor in the cost of repairs 1o
ready the home for rent.
And if you have a mort-
gage on the property,
you'll need to be prepared
to cover the costs for how-
ever long it takes to finda
tenant.

2. Buy In an area with
ahistory of strong rental
demand

Neighborheods near
universities are a good op-

_tion, For homes in resi-
dential areas, proximity
to schools can be a good
draw for families.

¥ you're going tobuy a
foreclosure, be prepared
to compete with other in-
vegtors, many of them
paying in cash.

‘And because many re-
quire upgrades and re-

ed out their first propert

_ Although the housping Iynarket
18 showing signs of recovery, de-
mand for rental housing is ex-
pected to remain strong. The na-
tional unemployment rate re-
mains high at 7.9 percent, banks
are still working through a back-
log of foreclosures and tight
lending requirements prevent
many renters from becoming
homeowners.

And the Fed has said it will

falls below 6.5 percent, spme-
thing many economists don’t ex-
pect to happen until late 2015 at
the earliest.

- “In this markef, at this point,
1t’s a sweet spet,” said Chris
Princis, a senior executive at fi-
nancial advisory firm Brook-
Hollow Financial and owner of
tworental properties in Chicage.
You're getting the market
where it's just starting to re-
bound, but still at the bottom,

d landlord or investoer in :
property: o m el
1. Undearstand what it
means
.Residential real estate
1 gener-
ally provides three possible
ways to get a return on your in-
vestment: when it’s sold, assum-
ing it has grown in value, by col-
%ﬁ;tmg r%nt al;ld through tax sav-
s, such as the mortgage i -
estsdeduction. il
o, if you elect to buy a prop-
erty for the long-term inlzresli-

See RENTAL, Page 58

If you buy a foreclosed -

keep its short-term interestrate, Wi ’ i
g};?i If ederal funds rate, at & rec- E&\g;l;ﬁ’s N i
ow until U.S. unemployment Here are six tips onbecoming
pairs, expect that it will ONE RMORE TIP

take longer until you will
be generating rental in-

come.

Websites lke Zillow-
«com and Trulia.com list
foreclosures, as well as
rentals in a given area.

3. Consider a using a
management firm

Determine  whether
you want to select the ten-
ant and handie property
issues or hire a company
to do it. If you take on the
responsibility, you are
obliged to fix any prob-
lems (leaky faucets, bro-
ken furnace, etc.) or find
professionals to do it.

“Are you prepared to
do all of this this on your
weekends or evenings Or
get calls while you're at
work because a pipe burst
and it’s flooding?” asked
Jim Warren, chief mar-
keting officer for proper-
ty management company
FirstService Residential

Realty. “What's  that
threshold worth to you?"
4, Do the math

Although prevailing
rental prices will goalong
way toward determining
what you can charge, get-

Have a walk through of the unit with prospective tenants and
ask that they sign off on the condition of the property before
they move in. That will help avoid conflicts over the security
deposit if there is damage once they're ready to move out.

ting the best return on
your investment starts
with making sure ypu're
going to get enough rent
to, ideally, cover eXpenses
and costs.

Princis’ formula is
charging 15 percent
above monthly mortgage
and maintenance costs. S0
if those costs add up to

1,000, he'll look to charge
1,150.

5. Screen tenants
thoroughly

Once your rental starts
drawing inquiries, it pays
off to screen prospective
tenants by asking for pre-
vious landlord references
and running a credit and a
criminal records check.

Experts also recom-
mend asking for a deposit
equal to one month’s rent,

plus extra if the tenant

has pets.

That will help cover
any damage to the proper-
ty and protect you if a ten-

ant moves without paying
rent.

6. Get familiar with
landlord laws

As a neophyte land-
lord, it's important 1o
know your exact respon-
gibilities under the law,

Two good resources for
rental rules are the U.S.
Department of Housing
and Urban Development’s
Web site (www.hud.gov),
and The Landlord Protec-
tion Agency (www.thel-
pa.com), which includes
state-specific rental
guidelines and standard-
ized forms for rental
agreements.

An attorney or the.
Landlord Protection
Agency also can help you
craft a well-written lease,
which is crucial to protect
your property.

Tt will help you evict a
tenant or hold them ac-
countable for damage if
necessary.



