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We’ve all seen the TV infomercials, “No Money Down”, “Buy Real Estate With Other People’s Money”, and my personal favorite “We’ll Pay You to Buy Real Estate”.  These infomercials are in the business of selling books, CD’s, and seminar seats, not real estate.  When real people like you and me plan to invest in our future by buying real estate, we typically will need to borrow money to do it.  This article is aimed at touching on the vast world of Real Estate Financing and what is available for investors.

Financing real estate for investing purposes is certainly different than financing a primary residence.  Because lenders view an investment property as higher risk, the rules are different.  However, in recent years, real estate investors have become a target market for lenders and as such, they have met the challenge with very innovative programs.  

One of the first things we go over with prospective investors is that investors typically have to have above average credit and some, not always very much, but at least some cash to bring to the table.   Investor financing programs change daily it seems, but here are some of the latest programs I received from Robin Ehorn at Highland Mortgage:
· 100% Fianncing – “Other People’s Money” (OPM) – One way to use OPM is to get a loan that covers 100% of the purchase price.  This is usually in the form of an 80% first mortgage, and a 20% Home Equity Line of Credit (HELOC).  For investors with a “day job” or a W2, there are “full doc” programs.  These 100% financing programs require a 680 credit score and 2-6 months reserves.  Reserves means that you have savings of what your payments would be plus the closing costs of the loan.  These reserves can be in many forms including a 401k, Home Equity Line, Savings account etc.
· Self Employed – Investors who are self employed (receive a 1099) are known as “Stated Borrowers”. Typically 100% investor loans are not available, however 95% loans are.  A credit score of 680 is required and a generally a landlord history will be asked for, i.e. you have experience with Real Estate investing.

· Less Than Perfect Credit – For those who don’t have perfect credit, investor loans get tougher, but they can still be done.  For example, those with a 640 credit score can get investor loans however it’s reflected in the rate and amount of the down payment.  Real estate history is key though, meaning you cannot have late payments or foreclosures.  

These are just some of the ways that real estate investors can borrow money for their future.  Different lenders have different programs based on your situation, so in order to determine what program you qualify for, it is a good idea to talk to a lender before jumping head first in the real estate investing game.
