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Why Are
Mortgage Rates
So Important? T =

Interest rates on mortgages are one of the biggest factors in housing affordability. Because most properties
are purchased with debt, the cost of financing a home loan can have major impacts on individual buying
behavior and the housing market as a whole. For the average homeowner, mortgage rates can be the
determining factor in “how much” house they can afford to buy. For real estate investors, mortgage rates
can make or break a deal!

The Cost of Debt House 1 .

Loanamount: ................. $400,000
Assuming a 30-year fixed rate mortgage, Mortgagerate: .................... 8.0%
a $400,000 loan on a property with an 8% Monthly payment
mortgage rate would cost $2,935. If, for (Principal and Interest): .......... $2,935
example, mortgage rates dropped 3.05%,
the buyer’'s monthly principal and interest House 2 -
payment would also drop by $800 per Loanamount: ................. $600,000
month (not factoring in taxes or insurance). Mortgagerate: ................... 4.95%

Monthly payment
Loan 1 . (Principal and Interest): . .......... $2,935
Loanamount: ................. $400,000
Mortgagerate: ................... 4.95%
Monthly payment .
(Principal and Interest): . ....... ... $2,135 Unfortunately, you may have little control over the

mortgage rate you're offered, as mortgage rates are

Loan 2 . determined by a combination of macroeconomic
Loan amount: . . .. $400,000 conditions. But, there are a few things you can do
Mortgagerate: .................... 8.0% «  Shoot for as high a credit score as possible
Monthly payment
(Principal and Interest):........... $2,935 * Use points to buy down your rate

* Negotiate with lenders
) ) * Borrow less with a larger down payment
As seen in the example above, for a given house
lower interest rates mean lower monthly payments. * Ask for rate buy downs in the form of

seller concessions
Lower interest rates can also increase spending

power. For example, if rates fell from 8% to 4.95% * Learn to understand and predict rates
the buyer could buy a property that is $200,000 and the direction of the housing market
more expensive, while keeping monthly payments at Dave Meyer’s workshop!

the same.
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Which Mortgage is
Best for You?

As a real estate investor, there's a high likelihood
that you won't be purchasing your properties in
cash. Because of that, it's important to understand
the loan products available to you—including which
best suits your needs.

There are several factors that go behind which
financing is available to you, including:

* Your strategy type (e.g., long-term rental,
flip, BRRRR)

*  How much capital you have

*  Whether you are investing commercially
(5+ units) or residentially (<4 units)

*  Whether you will live in the property

Use the decision tree on the following page to
highlight which loan products make the most sense
for your position.

Deciding how you will finance a property is one of
the biggest pain points for real estate investors. You
might have more options available to you than you
think, and every type of financing has its own pros
and cons, so be sure to tune into Dave Meyer's LIVE
workshop on picking a market, on March 28th, 2024
at 2:00 PM EST to discuss these factors in depth!

And don't forget to attend Dave Meyer’s LIVE workshop on picking a market, on
March 28th, 2024 at 2:00 PM EST!
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Flip No
Rental or Flip? Live in Flip?

Commercial or
Residential?

~——

Residential

No No
[ Owner Occupant? ]—»[ Qualify for Conventional? ]—-»

Y

Ves l Yes

Y
i . Yes
Finance Renovation? —_

No
Y

f ) » ] Yes
Active Duty Military? |—»

No

Y
Yes _
——— _

\

Yes
>=20% Down?

No

Use this decision
tree to explore
the loan products

J No available to you.
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Take Your Market Research
Skills to the Next Level!

Join expert host Dave Meyer for a virtual live workshop to pick up
exclusive tips and insights about how to predict the direction of
mortgage rates to plan your investments, and discuss what financing
products make the most sense for your investment case.

MARCH 28, 2024 | 2:00 PM EST

This event is only for BiggerPockets Pro Once you go Pro, you'll receive an invitation to
Members. Don't worry, you can use the code register for the event and get immediate access
to exclusive benefits like unlimited calculator
reports, lease agreements, partner benefits,
your first year of Pro Annual! and future Pro-exclusive events!

MARKET24 to get 20% off

newas. Once 4

ABOUT THE - S
WORKSHOP HOST
DAVE MEYER

VP of Market Intelligence at BiggerPockets
Amsterdam, NL

Rental property owner
Commercial investor

Host, On the Market podcast
Author of Real Estate by the Numbers
Author of Start with Strategy
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Supercharge Your Investing
with BiggerPockets Pro

With a Pro Membership, you can:

Access 9+ rental analysis calculators and rent estimator tools
Utilize all-in-one property management software from RentRedi
Find off-market deals with software from Invelo
Uncover accounting services free from Stessa
Receive steep discounts on our real estate bootcamps
Tap into an exclusive network of Pros in our community forums

Get free lawyer-approved lease agreement packages for all 50 states!

Upgrade with the code

MARKET24 to get 20% off

your first year of Pro Annual!

Rental income

£4,100

Expenses I

W BiggerPockets


http://www.biggerpockets.com/pro
http://www.biggerpockets.com/pro

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 warranties 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/downloadable 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/downloadable,
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/downloadable 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 advisors, including lawyers and accountants, regarding
the legal, tax, and financial implications of any real estate transaction you contemplate.

Digital Rights Disclaimer

All rights reserved. No portion of this book may be reproduced, distributed, stored in a retrieval system,

or transmitted in any form or by any means—electronic, mechanical, photocopy, recording, scanning, or
other electronic of mechanical methods—except for brief quotations in critical reviews or articles, without
the prior written permission of the publisher. This e-book is licensed and not sold. If you are reading this
and did not purchase or receive from BiggerPockets.com or BiggerPockets Employees, this is a stolen copy.
Please report it to publishing@biggerpockets.com.

Published by BiggerPockets Publishing, LLC, Denver, CO
Copyright © 2024 by BiggerPockets Publishing.
All Rights Reserved.

W BiggerPockets



