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Important Questions to Answer before Investing in Real Estate 

 

Many investors are jumping on the real estate bandwagon since the housing market has plunged 

and many homes are extremely devalued.  However, this business can still be risky and involves 

complicated processes.   

 

Several rules and regulations must be followed, and different types of properties have their own 

set to govern them.  However, there is money to be made if you approach the opportunity 

correctly.  Following is a list of important questions to answer prior to investing in any type of 

real estate: 

 

How much capital do you have available right now, and is it earmarked for other expenses? 

 

There’s no way to get around the fact that investing in real estate requires money.  Options exist 

that require only a small amount of funds, but this may result in smaller returns as well.  You 

need to ensure that you still have enough in emergency savings to carry all of your expenses for 

at least a few months, and determine how much you are willing to part with.  You’ll also need to 

account for costs of repair and updates to a property too. 

 

How much risk are you willing to take on? 

 

You must also have some idea of the amount of risk you are able to handle financially and 

emotionally.  Investing in real estate can create a roller coast of emotions, and you need to be 

able to ride it out.  If you can’t stand the thought of risking your hard-earned investment dollars, 

you should probably look at another investment vehicle.  There is nothing wrong with this – 

some investors just prefer to accept a lower return by not risking their capital funds. 

 

What are you long-term investment goals? 

 

Real estate investing can serve several purposes, whether a property is to serve as your primary 

residence and require a payment with current home loan interest rates, or you want to buy rental 

properties.  Finding an undervalued property that can be quickly rented for a positive source of 

income and cash flow may allow you to use these funds for other investments or additional rental 

properties. 

 

Flipping properties can also quickly become a primary source of income and wealth-building 

enterprise if you choose to apply the right mindset and energy to the project. Renting will require 

you to pay for upkeep and management of the property, and holding the residential or 

commercial structure long enough to appreciate and sell for profit.   

 

Flipping will provide a constant stream of cash without needing to maintain the property, but 

requires a bigger investment and time factor in the beginning of your venture.  The avenue and 

methods you determine best fit your long-term goals will determine this aspect of your real estate 

investing experiences. 

 

How involved are you willing to be in your real estate investment? 
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The answer to this question will also help to determine which types of investment properties you 

should be looking for.  If you have the know-how and willingness to perform major repairs and 

updates on a property, you may be best suited for flipping.  However, if you don’t want the 

constant shuffle of paperwork and never-ending search for new properties and the best home 

loan mortgage rates, rental properties may be a better choice. 

 


