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INTRODUCTION
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This book in the UK Property Network educational series has been written in association with UK Property Network, the UK's most respected provider of professional training programmes.

This book in the UK Property Network series looks at Lease Options as an investment strategy and the opportunities it offers to the property investor. It examines the ins and outs of Lease Options, which includes Purchase Options, Sale Options and Sandwich Options, plus the topic of Rent To Buy. It explains the USPs of Lease Options, and explains how to find the right opportunities which make a profit.

Join UKPNL today and we will show you what you should be doing to grow your wealth, increase your cash flow and boost your profits in these uncertain times.

JOIN TODAY!

https://ukpropertyliveonline.com/
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CHAPTER ONE WHY LEASE OPTIONS?
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How would you like to buy a property for a pound?

––––––––
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That's what Lease Options can give you the power to do. It is one of the lowest cost ways of adding a property to your portfolio.

A Lease Option is a type of contract that allows you to lease or rent a property from someone for a set period of time with the option, but not the obligation, to purchase at the end of the term. It gives you what Donald Trump calls 'control' - which in many ways is more powerful than ownership.

Types of Lease Options

Lease Options is an umbrella title covering: Purchase Options (where you are buying property from a vendor) & Sale Options (where you are selling your property to a buyer).

A Lease gives you the right to rent out the property. An Option gives you the right, but not the obligation, to buy.

A Purchase Option is often short-term and grants the holder the freedom to buy the property at an agreed price within a specified period of time.

A Lease Option is a Purchase Option with the added freedom for the holder to lease or use the property during the Option period.

Put simply, Options are written agreements that give the holder choice or freedom. Depending on the wording in the document, the owner gives exclusive freedom to buy, use or sell the property, or a combination of these freedoms. If the buyer chooses to buy whilst the Option is in place, the seller must sell. That is the essence of an Option.
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Why Lease Options?
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Lease Options are causing quite a buzz in the investment market and people increasingly want to know about them. Investors are interested in Lease Options for these key reasons:

Lease Options allow you to generate a monthly income from a property that you don't own. Lease Options give you the benefit of the capital growth of the property.

Lease Options are a good investment strategy because they don't require huge financial resources.

Background to Lease Options

Lease Options are well established in the commercial market, where a business will often lease a property and have an option to purchase, but they have not been traditionally used in the residential market.

Roadblocks to traditional property buying

Why would someone choose to look at a Lease Option over the traditional ways of buying property?

Bank Qualifying

Traditional property buying often means having to find a big deposit, having to qualify for a bank loan and needing a good credit score. These are all things you don't need when it comes to Lease Options.

Landlording

Becoming a landlord traditionally means devoting a lot of time to managing and looking after a property. Many who get into building a property portfolio find themselves saddled with a full-time job they don't really want which involves all the hassle of maintaining a property. Not with Lease Options.

Refurbishing

The cost of having to refurbish a distressed property can be prohibitive. Lease Options can be a solution to the home owner and take the responsibility for a poorly maintained property out of their hands.
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Regulations

At the moment, Lease Options are not yet regulated, but it makes sense to behave as if regulation does exist, because it may come in at some point and you will want to be prepared. In essence this means behaving in a way that is fair and reasonable. One good practice is to draw up a Heads of Terms – a single page setting out what you and the seller are agreeing to do before you approach a solicitor to draw up official contracts (see Chapter 8).

Options are created by circumstances. Either someone has a distressed property or someone is a distressed owner (someone dealing with a marriage break-up, with financial problems, a need to leave the country, etc.).

What you've got to look out for is: How much money a vender needs now. Do they need all the equity from a property straight away? In some circumstances they might not. They might be down-sizing, the property might be one received in a will, or a host of other reasons. Seeking out the reasons for a sale will be the key to finding the opportunity for a Lease Option (see Chapter 4).
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CHAPTER TWO PURCHASE OPTIONS
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Let's look at Purchase Options in more detail.
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You find a property worth £120K The outstanding mortgage is £110K

When you speak to the vendor, they agree to a Purchase Option. This means that they agree to you paying or 'babysitting' their mortgage for them.

You have 4 things to consider.

––––––––
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	The price of the property



You will want to offer a good price for the property and normally this will be close to the market value. But rather than agree to give the vendor this money now, you might say that you will give them this price in five years’ time. This period of time is called 'the term'.
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