
Real World Practice Exercise:
Imagine that you are interested in investing in real estate and want to start building your
portfolio. Your goal is to identify a potential investment property and assess its financial viability.
Here are the steps you can follow:

1. Research the local real estate market: Look for information on recent trends in the local
real estate market, such as median home prices, inventory levels, and average time on
the market. This information will help you determine if it is a good time to invest and what
type of property you should be looking for.

2. Identify a potential property: Use online real estate websites or work with a real estate
agent to find a property that meets your investment criteria, such as location, price
range, and potential for cash flow.

3. Analyze the property's financials: Gather information on the property's income,
expenses, and potential for appreciation. Use this information to calculate the property's
net operating income (NOI), cash flow, and return on investment (ROI).

4. Evaluate the property's condition: Assess the condition of the property, including its age,
maintenance history, and any repairs or renovations that may be needed. This
information will help you estimate the costs of owning and managing the property.

5. Determine the financing options: Explore different financing options, such as traditional
mortgages, seller financing, or private lending. Consider the terms and interest rates of
each option, as well as the impact on your cash flow and ROI.

6. Make an offer: If you decide to move forward with the investment, make an offer to the
seller based on your analysis and evaluation of the property. Negotiate the terms of the
sale to ensure a fair price and favorable financing.

7. Close the deal: Once you have agreed on the terms of the sale, complete the necessary
paperwork and secure financing. Take ownership of the property and begin managing it
to generate positive cash flow and build your real estate portfolio.


