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House Rules
W e  a r e  g o i n g  t o  c o v e r  a  l o t  o f  m a t e r i a l
W e  o n l y  h a v e  1  h o u r  o f  t i m e
I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  t y p e  t h e m  i n
t h e  c o m m e n t s  o r  e m a i l  t o :  m d @ f s t r e e t g r o u p . c o m
W e  w i l l  b e  s e n d i n g  o u t  t h i s  m a t e r i a l  a f t e r  t h e
w o r k s h o p  f o r  y o u  t o  r e f e r e n c e
I f  y o u  w o u l d  l i k e  t o  d i s c u s s  t h i s  m a t e r i a l  o r  a
p r o j e c t  y o u  h a v e ,  p l e a s e  v i s i t  o u r  w e b s i t e  a n d
s u b m i t  o u r  R e q u e s t  a  C o n t a c t  f o r m

1 .
2 .
3 .

4 .

5 .

https://milwaukeehardmoney.com/request-meeting/
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Glossary
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N O I
Net Operating Income (Income minus Expenses)

C A P  R A T E
Rate of return on an investment property based on expected income generation

R O I
Return on Investment

A R V
After Repair Value

P R O  F O R M A
Method for calculating financial results using projections or assumptions

A M O R T I Z A T I O N
Paying off debt over a scheduled period of time (i.e. 30 Years)

M F M
Money for Me



What is a
Multifamily
Property?

Definition:

Any residential building in which more
than one space is available for rent.

Residential = 2-4 units
Commercial = 5+ units



In investing, what is
comfortable is rarely
profitable.
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A r e  y o u  w i l l i n g  t o  g o  b e y o n d  y o u r  c o m f o r t  z o n e ?
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Why invest?
Benefits of Rental Properties

Steady income / cash flow
Build equity
Leverage assets using debt
High ROI
Long-term appreciation
Portfolio diversification
Tax benefits 

08 WHY DO YOU INVEST?



How Property
Yields Profit

R E N T A L  I N C O M E
Main (and typically only) source of income for properties.

P R O P E R T Y  E X P E N S E S
Insurance, Maintenance, Taxes, Utilities, etc.

N E T  O P E R A T I N G  I N C O M E
Income minus Expenses = NOI



Profit
The amount of money left after all
expenses are paid.

This amount is taxable and takes in
to consideration depreciation and
amortization.

P
rofit vs. C

ash
 Flow

L E T ' S  L O O K  A T  A N  E X A M P L E . . .
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Cash Flow
The net flow of cash out of the
business or investment property.

Typically, your Cash Flow is what
comes after the amortization of debt
on a property.



Profit + Loss Scenario
1 2 T H  +  L I N C O L N  /  1 1 - U N I T  +  3  R E T A I L 2019 Review

Total Income = $130,675.00

Contract Labor = $18,572.92
Equipment = $4,910.72
Insurance = $7,777.77
Interest Expense = $7,749.76
Permits / Fees = $197.64
Security = $422.76
Taxes - Property = $10,730.26
Utilities = $16,161.92
Other Expenses = $319.45
Total Expense = $67,702.04

Total Income = $130,675.00
Total Expense = $67,702.04
Net Income (Profit) = $62,972.96

Amortization of Debt = $24,366.80
($200,000 loan, 20 years, 3% interest)
Cash Flow After Amort. = $38,606.16
Additional Paydown = $33,833.44
Net Cash Flow = $4,722.72
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M H M  P R O  T I P
U s e  a  p r o f e s s i o n a l
a c c o u n t i n g  s o f t w a r e .
Y o u ' l l  n e v e r  r e g r e t
p a y i n g  f o r  t h i s
p r o d u c t .  E v e r y o n e
n e e d s  t o  d o  t h i s ,
r e g a r d l e s s  o f  #  o f
p r o p e r t i e s .
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Net Income (Profit) = $62,972.96  +
Interest Expense = $7,749.76 
NOI = $70,722.72 / 7.5 Cap Rate = $942,969

Building was purchased for $280,000 in 2008.



Loan Amount = $200,000
Term = 20 Years
Interest Rate = 3%
Monthly Payment = $1,110 (+$3,264/Yr)
Total Interest Paid = $66,207

M H M  P R O  T I P
G e t  t h e  l o n g e s t  a m o r t i z a t i o n  t e r m  p o s s i b l e ,  b u t  b e  d i s c i p l i n e d  e n o u g h  t o
p a y  e x t r a  w h e n  y o u  a r e  a b l e .  C r e a t e  f l e x i b i l i t y  f o r  y o u r s e l f .

Loan Amount = $200,000
Term = 25 Years
Interest Rate = 3%
Monthly Payment = $949 (+$5,196/Yr)
Total Interest Paid = $84,527

Loan Amount = $200,000
Term = 30 Years
Interest Rate = 3%
Monthly Payment = $844 (+$6,456/Yr)
Total Interest Paid = $103,555
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Loan Amount = $200,000
Term = 15 Years
Interest Rate = 3%
Monthly Payment = $1,382
Total Interest Paid = $48,610
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Let's manipulate some numbers...



Finance
Multifamily
Review Your Options

L O C A L  B A N K S

Traditional lending with
institution (i.e. Waterstone, Tri
City, TruStone, etc.)

P R I V A T E  M O N E Y

Hard money or private lending
(i.e. Milwaukee Hard Money,
Grandma, etc.); will require
refinance

T Y P E  O F  L O A N

Residential vs. Commercial
15

M H M  P R O  T I P
A s k  y o u r  l e n d e r  f o r  i n t e r e s t - o n l y
l o a n s .  G e t  c r e a t i v e  w i t h  y o u r
r e q u e s t s ,  b e c a u s e  t h e y  w o n ' t  s a y
y e s  i f  y o u  d o n ' t  a s k .



Financing Request Letter

You need to be prepared when meeting with
lenders, especially if you want to maximize your
position and leverage. Some questions to ask:

What are my closing costs?
What are your requirements for refinance?
What is the LTV on refinance?
How quickly can you fund a loan or refinance?

Prepare for
a Lender



Residential Pros

Longer-term debt
Fully amortized
Lower monthly payments
Increased cash flow
Lower interest rate

Commercial Cons

Shorter term debt
Amortization (typ. 20-25 years)
Higher monthly payments
Reduced cash flow
Higher interest rate

Residential Cons

Titled in personal name
Reports to credit
Impact debt to income ratio
Limit up to 10 properties

Commercial Pros

Titled in business name
Does not report to credit
Does not impact personal finances
No limit on # of properties



How to
Get Equity
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D I S T R E S S E D  A S S E T

Purchase, Rehab, Get Stabilized

O P M  ( O T H E R  P E O P L E ' S  M O N E Y )

Find people to invest in your strategy

18

F I O  ( F I G U R E  I T  O U T )

HELOC, 401k loans, Raise MoneyRubber Meets the Road



Rate + Term vs. Cash Out

Rate + Term is the process of
refinancing an existing debt amount
to lower the rate or extend the term
of the loan agreement.

Cash Out is when a mortgage is
refinanced for more than what is
owed and the borrower takes out the
difference in cash.

19
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Refinance Types



Take Charge
of Your

Investments

Create Flexibility

Remain Disciplined

Improve Process



Let's talk about
your questions

C a n  y o u  u s e  e x i s t i n g  p e r s o n a l
p r o p e r t y  ( s i n g l e - f a m i l y  h o m e
w i t h  m o r t g a g e )  a s  c o l l a t e r a l ?

21

H o w  d o  y o u  f i n a n c e  t h e  r e h a b
f o r  i n v e s t m e n t  p r o p e r t i e s ?

I s  h a r d  m o n e y  g o o d  f o r  N N N
( t r i p l e  n e t )  l e a s e  o n
c o m m e r c i a l  p r o p e r t y ?

H o w  d o  y o u  d e v e l o p  a  p l a n  t o
p r e s e n t  t o  a  h a r d  m o n e y  l e n d e r ?  

H o w  d o  y o u  s c a l e  f r o m  a
m u l t i f a m i l y  p r o p e r t y  t o  s m a l l

a p a r t m e n t  b u i l d i n g s ?

W h a t  d o  y o u  t h i n k  a b o u t  t h e
$ 5 , 0 0 0  h o m e s  i n  M i l w a u k e e ?

I s  i t  p o s s i b l e  t o  p u r c h a s e  a
m u l t i f a m i l y  w i t h  n o  m o n e y  d o w n ?



Let's talk about
your questions

H o w  d o  y o u  c a l c u l a t e  i f  a
p r o p e r t y  i s  a  g o o d  i n v e s t m e n t ?
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W h e n  I  r e f i n a n c e  t o  a
c o n v e n t i o n a l  l e n d e r ,  i s  t h a t
c o n s i d e r e d  p a y i n g  o f f  t h e  l o a n
e a r l y  i f  p r i o r  t o  t e r m  e n d  d a t e ?

A r e  t h e i r  d i s a d v a n t a g e s  t o
s e l l i n g  v s .  r e i n v e s t i n g ,  l i k e
t a x  i m p l i c a t i o n s ?

H o w  c a n  I  l e v e r a g e  f r e e  a n d
c l e a r  p r o p e r t y  t o  p u r c h a s e

a d d i t i o n a l  p r o p e r t y ?

I s  h o u s e - h a c k i n g  s o m e t h i n g  y o u
w o u l d  r e c o m m e n d  i f  y o u  c a n

m a k e  a d d i t i o n a l  u n i t s ?



Get Expert
Advice, 24/7

F A C E B O O K
/milwaukeehardmoney

T W I T T E R
@mkehardmoney

I N S T A G R A M
@mkehardmoney

Y O U T U B E
/milwaukeehardmoney

L I N K E D I N
/milwaukee-hard-money
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W E B S I T E
milwaukeehardmoney.com
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Thank You!
L E T ' S  S T A R T  Y O U R

I N V E S T M E N T  J O U R N E Y
T O G E T H E R
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