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I have a strong understanding of the local market or  
market I plan to invest in (including rules and regulations, 
zoning, city planning, and the “path of progress,” etc.).

Last but not least, comes knowledge of your local market (or knowledge of the local market you plan to invest in). Did you 
know that short-term rentals are not allowed in Denver, Colorado with the exception of owner-occupied properties? But, 
that short-term rentals are allowed in bordering cities in the metro area, like Arvada, for licensed operators (for up to 240 
days per unit)? And that in Arvada, which is just 20 minutes away from downtown Denver, you can own up to three short-
term rental properties, but not more? 

OBVIOUSLY, INVESTORS WHO UNDERSTAND THESE RULES ARE LIKELY TO MAKE BETTER  
DECISIONS THAN INVESTORS WHO DON’T. 

If you think that’s complex, we are just getting started. Different cities have different rules regarding occupancy per unit. 
Up until just a few years ago, it was illegal to have more than three unrelated adults renting a house in Denver. This rule 
meant that to generate long-term rental income efficiently with a house hack or single-family rental, one needed to either 
find a 3-bedroom house or buy a property with multiple units. 

Last year, they increased that limit to 5 unrelated individuals. This fundamentally changed the game for many first-time 
real estate inventors in Denver. All of the sudden, the ideal house hack is a 5-bedroom single-family home, where the 
other units are rented by the room. If I were starting all over, I’d probably have done this, instead of buying the duplex 
house hack I purchased in 2014. 
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THE PREPARED FIRST-TIME INVESTOR SHOULD UNDERSTAND THE RULES AND REGULATIONS 
IN THEIR TARGET MARKET. 

Unfortunately, too many new investors skip this step, or are not careful enough in their self-education process, and miss 
crucial details, by buying just on the wrong side of a city’s border and becoming subject to rules that kill their investment 
thesis. We see posts on the forums all the time from investors who bought a property with the intention of turning it into 
a short-term rental, only to learn that their city doesn’t permit short-term rentals, but that property purchased just a few 
blocks away, across the city line’s boundary, does qualify for short-term rentals or other strategies. Ouch. Much better to 
find this out before making that first purchase! 

Understand the laws and rules in your local market. Talk to investors and agents in your local market. Rules and regula-
tions are opportunities as much as they are limitations. If your city requires a permit for short-term rentals, and there are a 
limited number of those permits, then buying a property that comes with such a permit is a potentially stable source of income 
that is insulated from competition. If your city changes a rule or is about to vote on a rule, that creates risks and opportuni-
ties that you need to know about in order to protect your investment or exploit opportunities. 

By the way, while all of this applies at the city level, it can also be just as important at the HOA level, which means that savvy 
investors need to know how to read and/or effectively scan their HOA documents on any property they are considering 
buying. Don’t buy property in an HOA that doesn’t allow you to rent it out or run a short-term rental if that’s your invest-
ment thesis!
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Zoning and permitting are likewise important. Is your property a quadplex that was “grandfathered” into a neighborhood 
that is zoned for single-family properties only? If so, then you might have a goldmine from an income standpoint, but your 
exit options may be limited—you might not be able to one day demolish that property and rebuild it, for example. 

On the other hand, if you have the only lot large enough to build four units on in your block, and are in a hot market with 
zoning that makes redevelopment easy and likely, then the single-family rental property you just bought might present an 
excellent opportunity to sell to a developer or develop yourself in a few years. 

Lastly, the “path of progress” matters. Where is your city investing? Where are the opportunity zones in your city? Where’s 
the new stadium or public transportation being built? Where are the new corporate headquarters going to be located for 
the big company relocating into your city? 

This is information that you can pick up by subscribing to local business journals, talking to local investors, talking to local 
agents, and checking your city’s community planning and development plans. 

It’s hard to be a master of everything, but knowledge is power, and the work put into understanding these things (and 
more) about your local market will translate into dollars in your pocket throughout your real estate investing career. 
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THIS CHECKLIST IS NEITHER A HARD REQUIREMENT NOR COMPREHENSIVE. 

I can tell you that I certainly can not claim to have checked everything off of this list when I was first getting started, and in 
compiling it, I even had to assign myself plenty of homework to do as a journeyman investor with 7 years of experience—
especially with respect to my local market. 

Instead, this checklist is meant to offer a reasonably high bar for the aspiring investor to clear. While you can always lose 
money in real estate investing, being able to check off every item in this list confidently might substantially increase your 
odds of success, and reduce your risk in a downside scenario. 

I’d invite you to ask yourself whether you clear the hurdles I’ve outlined, whether you agree with those hurdles, and wheth-
er you have anything to add. If you do, I’d like to hear from you!

THANKS FOR READING, AND I LOOK FORWARD TO DISCUSSING YOUR FEEDBACK IN THE  
FORUMS!
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The Checklist

  �I understand my end-game and long-term goals. I 
know what kind of portfolio I want to build over the 
next 5-10 years, and what kind of life I will lead when 
I build that portfolio. Real estate will be the pathway 
to help me get there. 

  �I believe that real estate is a good long-term  
investment for me compared to an alternative like 
stocks, bonds, cryptocurrencies, or private busi-
nesses.

  �I don’t have to go “all-in” to purchase my first prop-
erty; I have a strong income and savings rate and/
or a financial partner or two. 

  �I earn a strong, stable income relative to my 
investment.

  �I could feasibly cover my investment ex-
penses even if I received no rent, ever.

  �I have a strong cash position and access to liquidity 
or a financial partner.

  �I have the down payment in cash (even if 
that down payment is 3 percent or less).

  I have cash for any anticipated closing costs.

  I have cash for any anticipated rehab costs.

  �I have access to plenty of credit and short-
term financing, after the mortgage, should I 
need it on top of my cash cushion.

  �I have a strong credit score of at least 700.

  �I have or will commit a meaningful amount of time 
to educate myself on real estate, especially up 
front.

  ��I am willing and able to DIY everyday household 
projects if necessary, and/or am willing and able 
to hire and manage contractors and property 
managers skillfully.

  ��I have strong deal analysis skills. I know what a 
“good” deal means to me in my target market and 
can analyze a potential deal in 15 minutes.

  �I have a strong foundation in basic economics. 
  �I understand terms like IRR, NPV, CoC, ROI, 

and CAGR, and have a preferred way to 
compare investment opportunities apples 
to apples.

  �I understand macro factors (supply, de-
mand, interest rates, and more).

  � have a strong understanding of the local market 
or market I plan to invest in (including rules and 
regulations, zoning, city planning, and the “path of 
progress,” etc.).
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This publication is protected under the U.S. Copyright Act of 1976 and all other applicable international, federal, state, and 
local laws, and all rights are reserved, including resale rights: You are not allowed to reproduce, transmit, or sell this book 
in part or in full without the written permission of the publisher.

Limit of Liability: Although the author and publisher have made reasonable efforts to ensure that the contents of this book 
were correct at press time, the author and publisher do not make, and hereby disclaim, any representations and war-
ranties regarding the content of the book, whether express or implied, including implied warranties of merchantability or 
fitness for a particular purpose. You use the contents in this book at your own risk. Author and publisher hereby disclaim 
any liability to any other party for any loss, damage, or cost arising from or related to the accuracy or completeness of 
the contents of the book, including any errors or omissions in this book, regardless of the cause. Neither the author nor 
the publisher shall be held liable or responsible to any person or entity with respect to any loss or incidental, indirect, or 
consequential damages caused, or alleged to have been caused, directly or indirectly, by the contents contained herein. 
The contents of this book are informational in nature and are not legal or tax advice, and the authors and publishers are 
not engaged in the provision of legal, tax or any other advice. You should seek your own advice from professional advi-
sors, including lawyers and accountants, regarding the legal, tax, and financial implications of any real estate transaction 
you contemplate. 
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