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CONSUMER FINANCE: Why Investing In Rentals Could Be Good Move
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—-Areas near colleges and military installations can be good places to invest

—Investors should have multiyear plans for properties, planning financials at least five years out

By Amy Hoak
& DOW JONES COLUMN

As home prices fall and rents rise, some investors are plunking their money into real estate, chasing
the cash flow that comes along with becoming a landlord.

"For the first time in a long time, you can buy that home and can get a cash-on-cash return
immediately " said William King, director of valuation services for Veros Real Estate Solutions, a il 1Nl m | I "L H
supplier of housing data to the country's largest banks, as well as government organizations. "There live in the know
are a lot of places in the country where an investor can buy a single-family home, rent it, and get a
positive cash flow "

In fact, investors bought 20% of all the homes sold in April, according to the National Association of
Realtors. Some of them are buying with cash.

But even if they do finance part of the purchase, they're able to turn around a profit much quicker than
they would have been able to in the past, King said. And the return on rentals can be much better than
returns on other investments these days, he added.
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In the past, investors would subsidize their monthly payments on a property with the rent they were Coalition to Curb to Face Challenges Bachmann Tests
- : i : Afghan Civilian From the Right Spotlight at GOP

able to collect, and the big payoff was the price appreciation they would accumulate, he said. Now, Deaths 3-30 Debate

investors can come in with a 25% or 30% down payment, finance the rest, and the rent they collect 331 3:35

often can cover the mortgage payment, taxes and insurance--with additional cash left over, he said.

“Investars are looking at these properties on a monthly income generating basis,” said Alex More in Business

Villacorta, director of research and analytics at Clear Capital, a firm that provides data for real-estate Three Traders Convicted in Insider Case
asset valuation and risk assessment to financial services companies. "They can start to realize
Instant profit margins, even as the market goes down more."
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"There's a turning point where the cost of owning a home is less than the cost of renting,” he said. VF 'Admired’ Timberland

"When that disparity grows...we will see a push from investors to pick up investment properties.” From Afar Before Deal

. o o - Maple Group Launches Hostile TMX Bid
In general, that investors are beginning to snap up rental properties is a good thing for the

stabilization of housing markets, King said. It's also one of the ways that a floor on real-estate prices
can be established; as more investors spot opportunities in residential markets, prices could bottom. Most Popular in WSJ »

"Once investors come into a community, you're seeing the beginning of the end of the decline," King Read Emailed Video  Commented
said.

L. The Terrifying Truth About New Technology

What To Look For
Before investing in a rental, make sure you've considered the harsh realities of becoming a landlord,

said Mike Litzner, broker and owner of Century 21 American Homes, which has locations in Long
Island, Queens, Nassau and Suffolk Counties. He's also a landlord.
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"There are some people who think it's glamorous, but when you get the wrong tenants, it can be a
nightmare," he said. That said, when you get the right tenants and the properties perform as
expected, it can be a "tremendous” way to make a buck—-and he believes the "smart money" is now
working its way into the marketplace.
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Before considering any purchase, decide if you have it in you to be a landlord. You have to be willing ik REL

to set expectations and consequences to ensure rents are paid on time, and you have to be ready for
the possibility of evicting non-paying tenants, he said. Plus, you're responsible for the upkeep of the
property, no matter how your tenants treat it Latest Headlines

Coal-Town Puzzle: Mountain vs. Jobs

Fromthere, it's a numbers game. Get a sense of what rents are in the area you're considering, the
vacancy rate, and consider your costs of financing, Villacorta said. Don't forget the other costs of

owning a property, including taxes and upkeep. Some investors may want to enlist the help of a real- Pentagon Papers Set for Release
estate agent to assist with analyzing the market.
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Remember, often the best investment is a home you wouldn't necessarily buy to live in yourseilf, Romney Set to Face Challenge From Right
Litzner said. These days, foreclosures can be snapped up at bargain prices, and as long as you have Giffords Could Leave Hospital Soon

the means to make required repairs, they can represent good opportunities. .
Democrats Face Donor Gripes

"Don't buy the most expensive house in the neighborhood," King said, "and look at the broader Democrats Insist Weiner Must Quit
community. Where are the renters going to come from, and what do they do?" Areas near colleges

and military installations can be good places to invest; and think about what renters typically look for,
including access to public transportation, he said. Search to Find New Digs for Prairie Dogs Slows

Aiming to Connect at GOP Debate

Some of the houses bought in the worst conditions ended up being the best investments for Litzner, More Headlines
who was able to put some sweat equity into the homes before renting them out. It's also important

that investors have multiyear plans for the properties they buy, planning the financials at least five

years into the future, he said.

Best Markets
Many investors sink their money into properties not far from where they live. Those are likely the

communities they're most familiar with, and from a management perspective, you're never far from
the tenants you're dealing with.

But some markets are better than others to invest in right now.

A recent report from Inman News, an online real-estate industry publication, named the 10 best
markets for home investors. These are markets with traits including high affordability, low prices, high
share of foreclosure sales, high population growth, improving unemployment rate, and high return on
investment in the next 10 years.

The following are their top 10 markets:
- Indianapolis-Carmel, Ind.

- Winchester, Va.

- Gainesville, Fla.

- Tucson, Anz.

- Tallahassee, Fla.

- Hagerstown, Md_-Martinsburg, W Va.
- Salt Lake City

- Richmond, Va.

- Gainesville, Ga.

- Winston-5alem, N.C.

(Amy Hoak is a writer for MarketWatch. She can be reached at 5 - 415-439-6400 4% or via email
at AskMNewswires@dowjones_com.)
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