
Real Estate Strategies Questions & Answers

• This question is very common. The amount varies depending on who is asking the question, going from $5,000, 
$50,000, $100,000, $1 million to even $10 million.

• The question itself introduces a restriction, in other words, the question is directing you to a limitation of yourself 
based on your money only. The richest people in real estate actually make money by raising money from other 
people. 

• Quickest answer is that you should invest in someone else’s deal - make sure you understand it. Or use the 
$50,000 and buy something, with 20% down and leverage remaining purchase amount.

• The better answers is to understand what makes a good deal so that you are able to identify one on your own. By 
learning cash flow and understanding how to build a team, you will be able to find deals on your own and be able 
to raise money from other people interested in real estate investments. Real value comes from your ability to see 
how the cash flow from a property can support the necessary equity and debt that is required to own it - and then 
presenting that analysis to the right investors and bankers to raise the money.

• Don’t really like to answer questions about very specific markets, even though it is important to track individual 
markets that are of interest. 

• Better to look at the multifamily market in general. A great report is from the Urban Land Institute. Look for states 
where people are going and unemployment is shrinking.

• From a macro standpoint, multifamily is hotter than hot, as you guys all know.
• Cap rates are very low. Just completed selling 14 projects, about 3,000 units with an average cap rate to the seller 

of 4.2 - and what that means is that if cap rates go up one point that it will take a 20% growth in net operating in-
come to break even - not good. Conditions right now are low cap rates, high occupancy and high rent - so my team 
is being very cautious right now. 

• We’ve transitioned to the development side - purchasing land and building from ground up. The cap rates on those 
deals is in the 6 to 6.5 range based on our construction cost, land, et cetera. So that it making more sense than 
buying existing properties at this time.

• Market remains very hot, but if you’re a longterm holder and the properties cash flow, the debt is correctly struc-
tured, you have sound management, you’re probably going to be fine for the long term if you’re not focused on the 
equity.

• Good question - I come from the position that everybody starts with nothing. I certainly did. Everything was based 
on sweat equity. Work hard on finding a deal, putting the due diligence together, putting it into escrow, raising the 
money, getting the loan. At the beginning without much experience, we put no money in and the split was 90-10. 
Meaning investors got 90%. In other words, 100% of the money gets 90% of the deal, but 100% of the money 
needs to be returned before you get to participate in that extra 10%.

• You should have some skin in the game and put your money where your mouth is. Many real estate deals can be 
pie in the sky and the management are just trying to get fees. At the beginning, with no money in you have a lower 
percentage, as you are successful your own investment grows and you can gain larger and larger share of the 
return.

If you had $50,000 to invest today, what would you do with it?

What’s your outlook for the multifamily market? 
And are we in buying mode when cap rates are so compressed?

How much skin in the game should you put in on one particular deal?
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