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01  My Secret Formula to Determine Housing Affordability

The housing market is out of reach for most American households. However, there are still small pockets of affordable places to live—you just need to find them.

I have been using an affordability technique over the last ten years that has served me well. It uses a combination of Zillow and Military housing calculators to compare rents with the average household.

If you can make these numbers work, you have a good start for performing more due diligence. I will share my technique, give some examples, and tell you my personal experiences with buying homes. Let’s begin.

The Magic of Saving

Do you need a house? Yes, you will need to buy a house—it’s non-negotiable. So, ask how you can buy a home instead of wondering if you need a place.

I have always been a massive advocate of buying a home in a small city. The numbers make much more sense, especially if you bring in your own passive income, online business, or intend to rent rooms. 

But how do you crunch the numbers from a distance to find these hidden gem cities? I will introduce my secret formula.

What is the BAH calculator? Every zip code in America has a housing rate (Basic Allowance for Housing or BAH) that the military pays to its service members.

She Only Wants You for Your Money...  And Why Shouldn’t They?

As soon as a service member receives orders to a new location, they immediately research housing based on their BAH rate. 

They usually go to Zillow to find rentals in that area and try their best to stay under their BAH amount. Sometimes they find good prices; sometimes, they pay out of pocket to afford their home.

We can tap into this combination (Zillow, BAH calculator, Mortgage Calculator) to see if a city or zip code is also affordable for us.

Using the BAH calculator. Most people have never heard of the BAH calculator; therefore, I will explain. By the way, I served in the Marines for 24 years.

The Best Way to Achieve F.I.R.E.

Here is the website for the BAH calculator. You can input the zip code, year, and grade. I use the rank of E-9 as my standard grade.

You can go lower, say E-5, but those prices are more for apartment living. You can be higher, say O-6, but those are senior officers who make great money. I recommend using E-8 or E-9.

Once you input your numbers, you’ll get a window showing the “with dependants” and “without dependants” rate. I use the “with dependants rate.”

Going to Zillow. Once you have your BAH number, it’s time to look up that zip code on Zillow. When searching Zillow to buy a home, you want to look at the Zestimate Rental number, not their quoted mortgage payments.

Five Takeaways from “Debt-Free Degree”

That’s the main distinction. Don’t focus on your mortgage price; you want to see how much the house would rent for at the current moment.

Evaluating the numbers. You may have found a hidden gem if the military housing rate is much higher than the rent estimate.

Now, you need to make your mortgage numbers work. The good part is that you know you are buying something that is reasonable for renters.

You may be in trouble if the military rate is far lower than the Zestimate. In my experience, it may take years for the numbers to align as the military slowly closes the gap. However, if the mortgage numbers work in your favor, the place may still be a consideration.

Retirement Planning vs. Estate Planning
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Starting in Mississippi. I am currently looking to purchase a property in Mississippi if the numbers work in my favor. Let’s run this analysis in Biloxi, Mississippi (zip code 39531).

The BAH number for an E-9 is $1818. I found a place where the rent Zestimate is $1,839. These numbers align well together. 

Now we can look at the mortgage numbers. It seems with 20% down; you can get a $1,272 monthly mortgage on a $219,000 home. 

Five Takeaways from “Free Agent Lifestyle”

The numbers look great. If you have lived in the home for a couple of years, you should easily have a profitable rental.

––––––––
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From here, you continue your due diligence. Looking at the neighborhoods, growth rate, crime, etc. You don’t want to buy a home in a crappy area just because of the numbers. But things look promising.

My own housing experiences. I love to write about my experiences buying houses. I own three homes and learned a lot from buying these properties.

There is great value in owning a home, but you cannot let emotions or dreams overcome the numbers. You want a house that you can rent for profit at all times. “You make your money when you buy, not when you sell.”

The Passive Income Hero 2

My first house. I bought my first house in Yuma, Arizona (zip code 85364) in 2008. My numbers were completely out of whack. Our first mortgage payment was $1,800, and the BAH was $1,200.

I don’t know what we were thinking, but the house was a nightmare for over 15 years. It took us until 2021 to get some kind of positive traction from that house. Yikes.

Our second house. We bought house #2 in Pensacola, Florida (zip code 32506) in 2017. The numbers were super-stacked in our favor. 

Use an Automated Business as Your Wealth Generator

Our first mortgage payment was $1,000, and the BAH at the time was $1,600. To this day, the numbers are great. Our mortgage is $1,350 (insurance in Florida is crazy), and we rent for $1,800. The E-9 allowance is $2,193.

Our third house. Our final home lined the numbers up perfectly. It is also in Pensacola, Florida. Currently, our mortgage is $1,940, and the E-9 allowance is $2,193.

Our home can rent for $2,500, but again, staying around the BAH numbers almost guarantees you’ll have high-demand rentals.

What have you learned? The BAH/Zillow approach is a good place to start for finding good locations that can be affordable.

The military does a good job of researching their BAH rates, so why not tap into it? Sometimes, cities have crappy areas to them.

What If You Home Paid Dividends?

When this happens, their BAH rates stay depressed because part of the military equation comes from the low-end part of the city. Yuma, Arizona, is notorious for having super low BAH rates.

I currently rent my home in Yuma for $2,200/month. The E-9 number for Yuma is $1,941. By the way, I am an E-9 in the Marine Corps. So, after 15 years, I still cannot “afford” my home in Yuma.

Conclusion. These calculations help you get a sense of the rental market and if you should pursue a home.

I know we like to dream that our home will be our “forever” home. That’s what my wife and I thought about our home in Yuma, Arizona, in 2008. We have since bought two more properties.

The Magic of Passive Index Fund Investing

I know home-buying can be emotional, but aligning the numbers with your dreams will pay off in the long run.

When we bought house #2, it was purely from a rental standpoint. We had no emotions, knowing the numbers were too good to pass up.

Now we clear $450/month in passive income from this house while our renter pays down our mortgage.

The renters are getting a good deal because they are $200 to $300 below market value. We made our money when we bought it. 

Let me know how the numbers align in your city. This formula has helped me find a couple of great deals, and I got burned when I didn’t use it. Give it a try. Good Luck!
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02  Home Buying for the Average Person 2
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“You will own nothing and be happy.” This thought process comes from the higher beings inside our governments, businesses, and military.

Why is this quote so important to the middle-class family? Because we must be wary of how things slowly play out to fulfill this new reality.
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We used to buy physical products such as VHS tapes, Blu-rays, and CDs. Now, we stream everything. This means we constantly pay to access someone else’s media library.

Why Real Estate is I.D.E.A.L.: Income

The Netflix of housing. I was roughly 27 or 28 when Netflix started its streaming service. Wow, the movies that they streamed were awful. But it was cool to have a library of content at your fingertips.

Fast forward to today, and everything is about streaming. I recently purchased a monthly Xbox Game Pass subscription for $15/per month.

Even if I use the platform for five years (a total of $900), I will own nothing if I stop paying them. If I had purchased old Blu-rays at $10/each, I would own 90.

People, the “powers that be,” are doing the same thing to the real estate market. Investors and businesses are buying all the houses around your neighborhood.

Create Content Daily

What happens if an entity (real estate trust, private equity, banks, foreign investors) owns all the properties in one neighborhood? They control rent prices—no deals, no discounts, no hookups, and no remorse.

Renting and never owning. Even more troubling is that they control property management companies as well. It is even more difficult to get into a rental property.

You may have to prove that everyone in the home earns 3X the rental amount, plus first/last, additional months, security deposit, and pet deposits for each pet.

It’s tough to buy a home or rent a place—so what’s an average person to do? Stop being average. The world is shifting so that the average person no longer gets anything.

The In-Debt-ured Servant

Renting will be much more expensive than owning very soon. And because of interest rates, saving and paying for a home will be challenging. Each day, housing is becoming less affordable. So, let's work on achieving something special.

Become special to own your home. We all have talent. We are all creative. And we all have the ability to use discipline to get ahead. So why do so many of us flounder in adulthood?

Because people throw around words like mental health, quiet quitting, happiness, and work balance—these words throw you off your game. 

To make it in this world, you must persist through some form of hardship. There is no easy way to achieve without sacrifice. 

Employment in the Metaverse

I have a successful marriage of 17 years, two great boys, three homes, a massive dividend portfolio, and a book business—do you believe it was easy to accomplish these feats?

I spent 50% of my marriage away in foreign lands, woke up in the middle of the night to write books, and lived far below my means. These are all things the media tells you to avoid. 

To save for a down payment and afford the monthly payments on a home, you must do something extraordinary. 

What is something special? Luckily, everyone can do something great. It only takes willpower, a great work ethic, and iron-clad determination. 

4 Years of College vs. 4 Years of Content Creation

But let’s talk specifics. What’s the best way to own a home today? Get a high-paying remote job and move to Alabama.
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Yes, I am serious. Let’s say you find a remote job making $100,000/year. The picture above is an expensive home in Foley, Alabama. You can find a better price if you move away from the city.

This home requires a down payment of $60,000, with a monthly mortgage of $1,600. You would be earning over $8,000/month.

Even better, you could get a roommate to pay you $1,000/month in rent. You can invest in the capital markets (stocks and bonds) with your additional cash flow.

3 Steps to Live Entirely on Passive Income

Before you know it, you have $400,000 in savings and an additional cash flow of $3,000/month from dividends. What can you do now? Buy another house.

No one wants to move to Alabama. The sad reality is that no one wants to move to Alabama. It’s hard to leave a place like San Diego and move to Foley, Alabama.

I moved from San Diego to a small city named Pensacola, FL (about one hour from Foley). I live an extraordinary life near white-sand beaches and military bases.

I have everything I want in life because of a location change. Surprisingly, remote work gives you an even better opportunity to achieve homeownership. 
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