REAL ESTATE FLIPPING

A COMPREHENSIVE GUIDE ALL ABOUT REAL ESTATE FLIPPING



Disclaimer

This e-book has been written for information purposes only. Every effort has
been made to make this ebook as complete and accurate as possible.

However, there may be mistakes in typography or content. Also, this ebook
provides information only up to the publishing date. Therefore, this ebook
should be used as a guide - not as the ultimate source.

The purpose of this ebook is to educate. The author and the publisher does
not warrant that the information contained in this e-book is fully complete
and shall not be responsible for any errors or omissions.

The author and publisher shall have neither liability nor responsibility to any
person or entity with respect to any loss or damage caused or alleged to be
caused directly or indirectly by this ebook.
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Introductory

A lot of people these days are preaching about the buying and
holding method of gaining wealth with real estate.

There indeed may come a time in your life or business when you’ll want to

hang onto a piece of property, although you’ll only be interested in keeping
certain types of property. If you're just starting out, flipping a house may

be an ideal way to get started.

Basically, there are three ways that you can flip a house, although each one
has its own terms, motivation, and type of property. The first method is
known as retailing. What this means, is that you buy a house in bad shape,
do the repairs to fix it up, then turn around and sell it.

There are a variety of houses in need of repairs out there, and several ways
that you can quickly flip a house to net profit. All you need to know are the
techniques that will get you the most money in the least amount of time.

The second way you can flip a house is though wholesaling. Wholesaling
involves finding a home for sale then flipping it to an investor for a fast, yet
small profit.

To do this, you'll need to know the real estate investors in your area, the
types of homes that flip the best, and how to fund your property so you can
flip it to them. If you live in a big area or a city, you'll find that using the
wholesaling method of flipping houses is actually easier to accomplish.

The third way to flip a house is by assighing the purchase. Using this
method, you’ll commit to buy the house. Instead of closing the deal
yourself, you'll assign it to a real estate investor - of course for a small fee.
The investor will take the contract over and close the purchase themselves -
flipping the house.

This can be very profitable, especially if you invest in the right home. You
don’t need to have your contract worded any special way to be legal,
although you will need to determine the assignment fee.



If you're looking to break into the real estate market and make big bucks,
you'll need to learn all about flipping houses. Flipping houses is very
profitable, especially once you have learned the basics. The first and third
methods are the best, although they will both take quite a bit of work on
your part.

Restoring homes isn’t easy, and you’ll need to have a team qualified to
handle any repairs. Assigning the purchase may be difficult when you first
start out, although it will get easier with time. If you stay at it and do your
best to make a profit - you’ll be an expert at flipping homes in no time at all.



Chapter 1: Flipping Houses for Fast Real
Estate Profit

One of the rising stars when it comes to real estate investment is
known as 'flipping' properties.

This works by buying properties that are in need of either minor cosmetic
repairs or in need of serious renovations, doing the work, and selling the
home for a much greater price. In theory this brings in a significant amount
of profit in a rather small amount of time.

This is the case for many who attempt to flip properties but it takes a little
more than the idea in order to make the process work. For this reason, there
are many who end up sacrificing profit or losing money in the process when
plans aren't well conceived.

If you are considering a future in real estate investing, this is one of the
quickest ways in which investors can turn a profit. It is also a method for
bringing in high profit in a short amount of time. Unfortunately, this once
closely guarded secret has gained some degree of infamy and there is fierce
competition for the undervalued properties on the market as more and more
would be investors decide to throw their hats into the collective ring.

If you are considering real estate investments in general and house flipping
in particular there are some things you should keep in mind.

1) Treat this as a business rather than a hobby. Far too many investors do
not take their investments seriously. This is a mistake because in this
business time is money and every month that the house isn't sold is a month
that the house is costing you money. Create a plan, make a schedule, and
stick to them both.

2) Remember that this is a business. You are not investing in properties to
make friends or seem nice. You are in this business to turn a profit. You
cannot be timid about making low offers. The ability to buy low and sell high
is the lifeblood of this particular business.



This means that you are quite likely going to hurt feelings and make people
angry (because they often place emotional prices to their homes that are
simply not economically feasible). If you cannot deal with this reality then
you are going to have some degree of difficulty gaining the high profits you
are seeking. Nice guys finish last and you can't really afford to do that in this
line of work.

3) Pay attention to the market. This is vitally important. Many 'flippers' lost
their shirts in the recent near collapse of the housing market around the U.
S. The truth of the matter is that the indicators have been building for years.
In cities where there was once a shortage of viable housing options there are
currently surpluses.

This does not drive the value of properties down so much as it brings them
back to their proper values. Investors that were counting on an ability to sell
above the actual value of the property were left holding the bag (or rather
notes) on these properties for quite some time until they could be sold.
Some never managed to sell these properties and were left dealing with the
expense in addition to the costs of the upgrades.

Do not buy in an inflated market if it can be avoided unless it is during the
very beginning of the inflation (before property developers have the
opportunity to create a surplus).

4) Do not allow it to become personal. Far too many first-time house flippers
decide to create a work of art rather than a business investment. It is
tempting when making cosmetic and structural repairs to go ahead and
create a dream home.

The problem with this is that depending on the particular market you are
unlikely to recoup the costs involved in doing so. The goal is to invest little
and profit large. Granite countertops are lovely but not at all necessary in a
neighborhood filled with those of humble means. Cater to the tastes and
budgets of your target market rather than your personal tastes.

Despite the risks involved in flipping houses as a real estate investment
there is no denying that fortunes have been made doing just that. Even in
the current housing market there is a great deal of promise available to
those who can do the work quickly and inexpensively. People still want to
buy these lovely homes rather than buying a home that needs to be made
over after the price of purchasing.



Chapter 2: Flipping Houses for Fun and
Profit

For those of you who watch on the edges of your seats week after
week as people on cable television seek to successfully turn a lump
of coal of a house into a diamond that is suitable for kings and
queens of the middle class to call home it is quite possible that you
have considered 'flipping' a home of your own.

This is a great way to make a nice tidy profit in real estate rather quickly if
proper planning and attention to detail is made in the process.

Believe it or not, when done correctly and within reasonable time and budget
constraints, projects such as this can be a great challenge that is also a ton
of fun. First of all, the average citizen isn't allowed to play with power tools
on a regular basis and Tim Allen has taught us exactly how fun power tools
can be.

Keep in mind that he has also taught us just how dangerous they can be as
well. The point is that it is often fun to learn new things and for many of us,
working with power tools is a new thing. For those experienced with power
tools, there are still likely to be some fun new things on the horizon when
doing a real estate flip.

Even if power tools aren't exactly your cup of tea, perhaps you have always
wanted to try your hand at creating a color scheme or a trial run at
renovating a kitchen or bathroom. Beyond a great way to have fun while
turning a profit, a house flip can be a great practice session for changes
you'd like to make within your own home.

Most of us learn best by making mistakes. Isn't it best to make mistakes
with Formica or Corian (r) rather than the granite countertops we'd prefer in
our own kitchens and baths?

This also gives you the opportunity to see how things you are considering for
your home look in other homes before incorporating them into your home. If
you are considering a certain type of laminate flooring, try it in a house that
you are flipping. This is the ultimate opportunity to use trial and error when



making design and décor plans for your own home. Even better is the fact
that you can be working towards a profit as you do just that and I personally
do not know of anyone that does not appreciate a nice hefty bit of profit
every now and then.

Another fun thing about flipping real estate is that you often get the
opportunity to work with the people you love. This is a great opportunity to
get friends and family involved in the process of creating a masterpiece right
by your side.

The price for their time and labor is often some good music, a tasty pizza,
and a couple of cold sodas (or beers provided the work is done for the day
and everyone is walking home of course).

Even children can be of some help in these projects though you want to be
very careful that they aren't too much help with power tools and
paintbrushes. Typically have older children help with landscaping projects
and find someone to care for younger children (the tools, fumes, and
temptations for small children simply may prove too risky to be practical).



Chapter 3: Benefits of Flipping Real
Estate

The obvious benefit and sought-after benefit of flipping real estate is
the profit.

This is one incredibly tangible benefit, particularly when the profits are large
and quick to come your way. Of course, there are risks. Most ventures that
offer high profit also come with a high degree of risk. Money, however, is not
the only benefit that can be associated with flipping real estate though it is
certainly the one on most investors' minds when they get into this line of
work.

Let's talk profit first. Profit is the one reason that most people get into this
business. The days are long and the work is hard. This is definitely not the
type of work one would ordinarily undertake for the simple love of getting
one's hands dirty.

This is real work that leaves you bone weary at the end of the day. However,
when all the work is done and you get around to making the sell, you will
find that the profit involved in a successful flip is well worth the effort you've
put into the process.

The good news is that the savvy investor can still manage to make money
even when the situation may not work out quite as planned. This is yet
another benefit to flipping real estate. If the flip doesn't work out, there is
always the option of leasing to own the property or renting the property out.

The profits in these situations are considerable less than a straight out flip
but it can prevent financial ruin that is often the risk of a flip gone wrong.
The fact that there are options and that you aren't necessarily left ruined at
the end of a bad flip is definitely a benefit. There aren't many types of
investments that allow you the option to save yourself the way real estate
does.

One of the intangible benefits of flipping houses is that you are in essence
working for yourself. In other words, you do not have to punch a time clock
or worry about overtime (at least not on your part). This can be a bad thing



too if you lack the discipline required to get the job done. However, most of
us will view this is a huge check in the pros column when deciding whether
or not to take the plunge into the wonderful and frightening world of real
estate investing.

Even though this is a business that requires a lot of work in order to turn an
attractive profit there is some satisfaction at the end of the day involved in
knowing that you are working for yourself and not to make someone else
wealthy or in order to punch a time clock.

That feeling of satisfaction is one that you should hang onto when the brand-
new toilet you've just installed becomes a geyser. Of course, there are
mistakes along the way, what other job keeps you on your toes quite like
this one?

Real estate investing, house flipping in particular, can be one of the most
frustrating types of investments a soul can pursue. At the same time it can
also be one of the most rewarding mentally, spiritually, and financially. This
is something you should keep in mind when deciding whether or not this is
the right path for you.



Chapter 4: Choosing Your Real Estate
Appraiser

If you have been thinking about purchasing a real estate property
for personal use or as an investment, you’ll need to hire the services
of a real estate investor.

If you play to finance your home through a bank or other lender, you'll more
than likely need to get the property appraised first. Banks and most lenders
want to know the value of the home for your protection, as well as make
sure that the home they are financing is worth the total amount that you
take on the loan.

In most cases, the appraisal indicates that the home does indeed meet or
exceed the asking price. In some cases, however, the appraisal will come
back saying that the home is worth less than the selling price. If this is the
case, the buyer normally has to either drop the deal or try to negotiate with
the seller to get a price that meets the appraisal.

For those very reasons, a real estate appraiser is very important. When you
are dealing with a home, one appraisal can make a deal or break it. Even
though you may not be financing your purchase through a lender or the
bank, you should still make an effort to get the home appraised and find out
the true value.

You should also make a point to find the best appraiser that you can afford.
If you hire an appraiser who isn’t that experienced, you’ll pay for it later
when you discover that the property isn’t worth what you paid for it.

A real estate appraiser will go through the home performing an evaluation,
and then provide you with a written evaluation after he has gathered all
necessary information. Appraisers will also take into consideration the
replacement costs as well. Also, they will have to very land descriptions as
well. There is a lot of work involved with appraisals, which is why it's so very
important that each step of the process is performed correctly by a qualified
real estate appraiser.



If you have a real estate agent, he or she will more than likely be able to
make a recommendation. Keep in mind that this doesn’t mean the
recommendation is the best; it's just someone who your agent works with.
To ensure that you get the right appraisal on your home you’ll need to find
yourself an appraiser who is capable of completing the job.

When you look for your real estate appraiser, you should look for someone
who comes highly recommended. You can ask family and friends for their
opinions, or search local papers, even the Internet. If you take your time
and search for the best real estate appraiser that you can find - you’ll
normally get an appraisal that is right on target.



Chapter 5: Things to Avoid When Flipping
Real Estate

Flipping property is rising in popularity as a form of real estate
investing.

The truth of the matter is that this is one of the more entertaining methods
for many investors that are simply 'itching' to get their hands a little dirty.

The sweat equity involved in these transactions, while attractive, can also be
daunting when skills are inadequate and out and out dangerous in some
situations.

If you are one of the many around the world who consider the appeal of
flipping property with huge dollar signs in your eyes, you should take care to
avoid the following things in order to minimize your risks while maximizing
your potential for success.

1) Do not fail to have a qualified inspection of the property before any
money changes hands. If you do not have any idea of the types of work that
needs to be done then you cannot possibly make an educated estimate of
the costs involved in rehabbing the property.

2) Do not underestimate the budget for repairs on the flip. This is one of the
most common mistakes that even seasoned professionals make and it can
mean the difference between a profit and a loss on the property if you aren't
careful and do not stick to the planned budget.

3) Do not overestimate your abilities. This is another common mistake. The
fact that you've seen something done on television doesn't mean that it is
something you can do on your own. It costs more money and time to have
someone come in and repair your mistakes than to have had a professional
do the work from the beginning.

This doesn't mean that you can't learn how to do some of the work or that
doing so would be cost effective. The trick lies in determining where your
skills and abilities can really take you rather than where you hope they will
take you. Plumbing, electrical, and structural work are generally best left to



the professionals unless you have specific experience or training in these
fields.

4) Do not fail to hold yourself accountable to your timetable and your
budget. Real estate investing puts you in the boss’s seat and while that is
often simple when it comes to driving others, we often have a bit of difficulty
when it comes to holding ourselves accountable for time and money along
the way. Unfortunately, failing to do so can be a very costly blunder.

5) Do not forget to keep up with receipts, bills, etc. and reconcile the facts
and figures daily. It is far too simple to allow a couple of trips to the local
home improvement center escape careful scrutiny.

Add a couple of these trips per day and you could easily find thousands of
dollars missing from your budget with no paper trail to explain the
transactions. You could also find that some tools will not work or be needed
for the project. Those items cannot typically be returned without the original
receipts.

6) Avoid having too many chiefs on the project. If this is your ball game
then you need to run with it rather than having 10 people giving
contradictory orders. Schedule meetings regularly to discuss progress and
any adjustments or changes that may need to be made.

7) Avoid poor planning. This is one step that is the difference for many
would be house flippers between success and failure. Plan out every step of
the project in an order that makes sense. You do not want to paint the
ceilings or walls after you've installed new floors. Nor do you want to rip out
walls in order to replace plumbing after you've painted them.

Plan things out in the proper order and allow a day or two between
subsequent projects in case extra time is needed. The last thing you want to
do is pay a group of contractors to stand around waiting for the paint to dry
so they can begin the next step in the process.

There are risks involved in any type of investment. While real estate is one
of the greatest things in the world in which people can invest, there are still
risks involved.

Following the advice above however can significantly lower those risks and
give investors the opportunity to have great expectations when all is said



and done. Whether this will be your first flip or your fortieth flip there is
much that can be reviewed in the steps above that will reaffirm many of the
things you've learned along the way.



Chapter 6: Tips For Selling Your Home

Unlike other things that you may own, you can never take selling
your home lightly.

A house is a big commodity, one that is worth a lot of money. Before you
even think about selling your home, you should put a lot of thought and
consideration into it. Although you may want to sell your home - you should
make sure that you do it the right way.

The first thing you should do when you are thinking of selling your home is
to hire yourself a qualified real estate agent who knows the neighborhood.
An agent who knows your neighborhood will know the ideal price for your
home, and help you sell it at the ideal price.

If your home is priced right for the neighborhood, chances are it will sell. If
it is priced too high, you might not get any offers or anyone interested in
buying the home.

Once you have a real estate agent, you and your agent will need to develop
a strategy. You’ll need to decide on the price and how long you will leave it
on the market before you think about a reduction.

You'll also need to discuss his commission as well, which will help to avoid
any misunderstandings in the future. If you talk about these types of things
when you first start out selling your home, you’ll find the entire process to
go much smoother.

In some cases, you may run out of time before you are able to sell your
home. In this situation, you may want to rent out your home. When you
rent out your home, you may also be able to strike a deal with renters that
your home is available for showing. To make the house accessible to
potential buyers, you may want to offer your renters a lower price. This way,
they will be more inclined to make the house available for potential buyers.

Keep in mind that selling your home will take you some time. You can also
sell it yourself if you prefer, without a real estate agent. This can save you
quite a bit of money as well, as you won’t have to pay a real estate agent.



If you are planning to go this route, you should make sure that you know
the value of your home and you know the neighborhood. You can put a “for
sale by owner” sign in the yard, and list your home in local newspapers, and
on the Internet as well.

This way, you’ll get your home out to the market of potential buyers. Homes
that are for sale by the owner are always great for buyers - as they can deal
with the owner directly and not have to worry about dealing with any real
estate agents.



Chapter 7: Determine The Listing Price

When it comes to buying a home, most potential buyers will use the
listing price to as the number one factor to determine the homes
that they look at.

Even though you and a realtor may determine the asking price, the buyer
will determine the selling price. If the price is too high, most buyers won't
give it a second thought - which is why you want to determine the listing
price carefully.

If you set the correct price, you'll notice a much faster sale. Setting the right
listing price will also attract more potential buyers to your property as well.
You’ll also notice an increase in response from realtors, and receive more
calls about the property. The listing price is very important - and it can
ultimately determine whether or not your sale your property.

A home can be overpriced due to several reasons. Overpricing is something
you want to avoid, as buyers tend to steer clear of homes that have been
overpriced. Normally, this happens when a buyer asks a lot more than the
home is worth or valued at.

Some buyers ask a lot more than the value of the home due to location.
Although the location is very important, most potential buyers won’t give the
home a second look if they think the price is too high - and more importantly
out of their price range.

When you put your home up for sale, most activity will happen within the
first couple of weeks. If you put the right price on your home, you’ll notice
immediate interest. There are always buyers looking for homes in their price
range, waiting for new homes to be listed or homes to be reduced in price.
Buyers who are waiting to purchase may miss seeing your home completely
if the price is too high.

To determine the listing price of your home, you should always have it
appraised before you put it on the market. This way, you’ll know the full
value of your home. You can sell it for market value or go a little under,
although you should never attempt to go way over the value. In doing so,
you'll miss out on a lot of potential buyers. The home market is very



competitive these days, which is why you want your home to draw as much
interest as possible.

Keep in mind that realtors really have no control at all over the real estate
market, only the plan behind marketing. Realtors don’t determine the asking
price - the seller does. You can ask a realtor for advice, although you are the
decider of your listing price. If you do things right and take each thing step
by step, you’ll set the listing price in the right area and have no problems
selling your property.



Chapter 8: Common Risks Faced by
Property Flippers

The first thing that should be noted is that flipping houses is a great
way to bring home a rather large profit in a relatively short amount
of time when doing so in a seller's market so to speak.

The problem is that we currently seem to be experiencing what is known as
a buyer's market from one end of the United States to another. Foreclosures
are at an all-time high, which means that the market has suddenly been
saturated with properties for sale.

While this is excellent news (believe it or not) when it comes to getting your
hands on a property at a lower price, it also makes a difficult time of
convincing buyers to pay top dollar when there are better bargains down the
road.

This of course is one of the primary risks involved in the real estate
investment venture that is known as flipping properties. The massive profits
that most investors seek cannot be accomplished if the property cannot be
purchased, rehabbed, and sold quickly.

Unfortunately, at the moment, very few properties in any city are selling too
terribly quickly. The worst-case scenario in a situation like this is that you
are forced to either absorb the loss (which can in extreme cases result in
serious financial hardship or bankruptcy) or rent the property out (which will
in most cases negate all the efforts that were made to rehab the property.

An inability to sell the property that is being flipped is probably the worst
fear of every property investor who engages in this sort of investment. In
these cases, it is often better to drop the price and take a loss than hold out
for a better price risking further losses in the future.

These are not the only risks associated with flipping properties
unfortunately. Another risk would be the risk of seriously underestimating
the amount of money that will be required in order to do the necessary
work.



This is something that many first-time investors find is a fairly common
occurrence. Most people have unrealistic expectations of exactly how far
their dollars will go when it comes to investing in the materials and labor
needed to properly rehab a property.

Even minor cosmetic repairs throughout a house can easily run into several
thousands of dollars in order to repair. The flip side is that once these
repairs are made the potential profits run into several tens of thousands of
dollars.

Another risk that isn't often considered is the risk of overestimating abilities.
This is one risk that costs not only precious time but valuable money as well.

Not only is material wasted in the process of discovering you aren't exactly
skilled in any particular tasks but also there are further expenses (often
unplanned) involved in hiring the professional to repair the damage and
replace the material that was wasted. When in doubt, it is almost always
best to hire a professional if at all possible.

This also leads to missing deadlines, going seriously off schedule, and adding
yet another mortgage payment (if not more than one) to the overall price of
the project.

The final risk is often something that simply cannot be seen or anticipated.
This was experienced in the days immediately following 9-11 and should not
be forgotten. The unforeseen happens every day. Markets crash; local
economies can be devastated by the announcement of a major employer
that it is going out of business (thinks of the collapse of companies such as
Enron and World Comm and what they did to local economies).

In these instances, the market will take quite a while to recover from the
shock to its system and 'flippers' among other investors are often left feeling
just as lost and devastated as those that were victimized by these
companies-both through no fault of their own.

Stuff happens and those things that we have absolutely no control over are
almost always the things that affect us most profoundly. The same holds
true when it comes to property investment. The state of the economy, the
housing market in an area, and sudden announcements that affect either
can often have the most profound impact on those who are investing in



property in those areas whether for better or for worse. The trick is in
deciding which risks are acceptable.



