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To my daughter

 



BREANA JEWEL GRAZIOSI

 



whose birth coincided with the completion of this book. 
Your birth was the greatest gift I could have ever received 
and I now know that you will be the inspiration 
for my greatest accomplishments.






INTRODUCTION

When this book was first released, the country was not in a recession. In fact, it wasn’t until shortly after I released this book that we first began to feel the effects of what has become a devastating housing crisis. In the months since, we have seen the failure of the subprime mortgage industry, the collapse of major banks, and a record number of foreclosures. As you know, this has left hundreds of thousands of Americans suffering, perhaps even you. Yet even in this tragic economy, there is a glimmer of hope, an incredible opportunity for the average Joe to create an amazing income, even to become a real estate millionaire! So if you’ve ever dreamed that you and your family could become financially independent, investing in real estate right now could be your answer.

It’s true! Making money from real estate isn’t just for other people; it’s for you!

I’m Dean Graziosi, and for more than twenty years I’ve been investing in and generating millions of dollars from real estate. In that time, the single most important lesson I’ve learned, and the one that most real estate experts never tell you, is that you can make money in any real estate market. Sure, some market types are easier than others, but after you learn my easy techniques for understanding real estate cycles, you’ll learn what thousands of other self-made real estate millionaires and I have learned—there is a fortune to be made whether the real estate market in your area is booming, flat, or falling. Even better, you don’t need a lot of money or experience to get started.

To date, hundreds of thousands have read this book. The majority of them had no previous experience, and the number of success stories I have received has been nothing short of exhilarating for me! Why? Because it is proof to me that real estate investing is easier than you think, and this book will show you what to do, when to do it, and how to do it.

Critics assert that it’s easy for anyone to make money when market prices are skyrocketing. They say, “Even a dunce could make a fortune buying a piece of property, cleaning it up with new carpets, landscaping, or paint, and selling it a short time later at a huge profit” (a technique known as a “fix and flip”). “Easy” . . . tell that to the thousands of investors who in 2007–2009 lost the homes they purchased when the market was skyrocketing. Few things are truly easy when you’re uninformed.

On the other hand, experts have been screaming, “Stay out of the market now; who knows when we’ll see the bottom,” while informed investors are doing the exact opposite. If you’re armed with the right knowledge, now is the time to buy foreclosures and distressed properties for pennies on the dollar. You can make money either by reselling them or by renting them to cover your costs, holding on to them until the market goes up again and selling them at a big profit.

The key is knowing what to buy and how. You can always make money in real estate by identifying the current real estate cycle and then applying the proper moneymaking strategy to maximize your profits within that cycle. I promise that this is a hundred times easier than you could ever imagine, and in these pages, I’ll be with you every step of the way to show you exactly what to do.

Everything I teach in this book comes from my own experience. If you Google my name, you will surely find a few negative comments about me, about this book, about stuff I never even was associated with. But here’s the truth. I’ve made a fortune from real estate. I’m still actively doing real estate transactions and have been, nonstop, for more than twenty years. As I write this, I have between twenty-five and thirty deals in the works. You can see a dozen or so of my actual deals, with an explanation of what I did, at . In fact, since I first released this book I have developed some new and unique methods for finding and buying foreclosures that will work in any market cycle, and I have revised and added new, cutting-edge information to both Chapter 16 and 17 to share those methods with you.

You may also hear that this book offers little hard information on real investing and is more of a motivational book. Perhaps that is just due to the way I think. Most people who have wanted to be real estate investors have read one or more books on techniques, taken classes, gone to seminars, and know a ton . . . but they never get their “educated” self up to do anything. My philosophy is about taking action. Hundreds of my readers, armed with this book alone, have gone out and made tens of thousands of dollars on their very first deal. They have even done it in this economy, while the critics complain that it can’t be done, that the techniques won’t work now, and every other excuse under the sun. You can see proof that they are wrong here: www.deansmedia.com.

This book is not an exhaustive dissertation on investing. However, without the information I have put in these pages, I never would have succeeded as I have. This book is me downloading to you the knowledge and capabilities I have gained, and that have given me success . . . success that you can replicate. Since the publishing of this book, I have been asked to write dozens of articles for well-known real estate teachers, national and international  publications, even a chapter for Robert Kiyosaki’s 1newest book People see what they want to see. I hope you see what you find in this book as a way to transform your future. If you need help, visit my free online forum of investors and you will find more support and direction than you know what to do with: www.deangraziosi.com.

There you will also be able to access my past free monthly training calls, as well as take part in future calls, all of which I provide as a service to my readers. I truly want you to succeed!

Now it’s important for me to be transparent with you and admit that I haven’t always done well in my investing. I’ve failed miserably (a number of times). But most of the time I’ve done well, and that is why I’ve made a fortune. If my methods can work for me, they can work for anyone, including you.

I say that because I’m nobody special. I never went any further than high school, I’m terrible at learning in a classroom setting, and I’ve read only a handful of books (almost as many as I’ve written). Even though I was never the best student, I became good at two things: making money in real estate by thinking outside the box, and teaching others how to make money in real estate by following my simple steps.

I wasn’t born rich and I didn’t get the best education. As a kid, I wore hand-me-downs, grew up in the only trailer park in town, and lived with my mom, who worked two jobs just to make about $90 a week. Kids made fun of my mom’s car because it was so junky, and because of that I made her drop me off a few blocks from school just to avoid the teasing.

I hated watching my mom work so hard for other people and get nothing from it, but I was fortunate enough to discover something at an early age. If I wanted something, I had to take action. Not just talk about it, not just dream about it, but do something to get it.

So I want you to think of this book as your action plan for success and the tool for you to gain financial independence.

What does financial independence mean to you?

I bet it means less about having a big stack of cash in your pocket, and more about having control over your life. Maybe you want to provide better things for your family, have a nest egg for retirement, reduce stress, or have more time to explore your own creativity. Financial independence allows   you to take charge of your destiny and become the person you were meant to be.

Taking action in real estate gave me financial independence. Real estate made me a millionaire in my twenties and a multimillionaire in my thirties. The amount of money I’ve made, however, is far less important than the freedom it has given me. I can afford to give my family the better things in life, travel all over the world, and never worry about retirement or being forced to work for anyone else. Financial independence can give you freedom, confidence, security, and so much more.

Take a look at just a few of the people who used my techniques to start making money in real estate and changed their financial future forever:
• Scott, a college student, closed his first real estate deal at the tender age of twenty and netted more than $10,000 profit after just five hours of work. This one transaction made him more money than all of his past summer jobs.

• Paul from Maryland had never done anything with real estate before and on his very first foreclosure deal he profited over $106,000 in less than four days without using any of his own money.

• Nathan liked his job but his salary just barely covered his bills, and it definitely did not leave him any money for saving or to invest. Yet after two short years, he had purchased almost a dozen properties worth more than $1.2 million—without using a dollar of his own money. His net worth has gone to more than $300,000, an amount he said he never could have saved in a lifetime if he hadn’t started investing in real estate.

• John and his wife, Vickie, earned more money on two real estate transactions than Vickie made in an entire year. That allowed Vickie to quit her job, buy their son a home, and take vacations they once could only dream about. They celebrated their twenty-fifth wedding anniversary by visiting Hawaii, paying cash for the trip with the money they made from real estate.

• Suzanna, a single schoolteacher from Denver, overcame her fears, ignored her skeptics, and made more than $20,000 with eighteen hours’ work on her first real estate investment. To save that same amount of money on her teacher’s salary would have taken many years.

• Louie was a landscaper whose wife lost her job (and benefits) at the same time she got pregnant. By using my techniques, Louie not only  paid his bills, but earned enough to live in a beautiful home. He currently has a net worth of more than $500,000—all without using a penny of his own money.





You’ll learn more about these stories plus many of my own throughout the book. There is no better way to learn than from the experiences of others. My real estate methods have worked for construction workers, landscapers, teachers, stay-at-home moms, secretaries, state workers, computer technicians, hospital workers, janitors, and car mechanics. They all came from different backgrounds, but they all shared one thing in common: They decided they were sick of the rut they were in and gave my real estate investing techniques a try.

Right now you may be where these people once were. Now is the time to take action. Let me show you how to use real estate investing to achieve the life you’ve always wanted. It doesn’t matter where you live, what you do for a living, or what your background is. All that matters is your own desire to get more out of life.

This could be the first time in your life you have a chance to stop hoping for a new life and start creating it. Don’t let old habits, fear, or criticism hold you back. I invite you to let go of your fear and then you can take advantage of a proven and easy-to-understand wealth-building system, and the current market conditions.

I’m going to show you the two steps to minimizing your risk and maximizing your profits in real estate. First, you must understand the current real estate cycle. Second, you have to apply the proper strategy to make money in that cycle. It’s that simple!

You owe it to yourself and your family to at least try. Now let’s work as a team and show the world your real potential. If after reading this book and involving yourself at you still feel unprepared to pursue your first deal, please visit my Academy website. I provide further one-on-one training and offer different options to fit your needs and affordability. I also reward you by giving you your full tuition back once you do real deals; see details here: www.deansacademy.com.






PART ONE

Making a Fortune in Real Estate

In this part, I demystify the process of how the real estate market works from an investing point of view. In addition, I talk about what you need to do to get started investing.





 CHAPTER 1

WHY REAL ESTATE?


Every day, you’ll have opportunities to take chances and to work outside your safety net. Sure, it’s a lot easier to stay in your comfort zone . . . but sometimes you have to take risks. When the risks pay off, that’s when you reap the biggest rewards.



Are you rich? Do you have everything you want? A nice car? A great relationship? The house of your dreams? The freedom to go anywhere and do anything regardless of the time or cost? If you can answer yes to each of these questions, congratulations! You’re living a totally fulfilled life with no limits on your potential.

But if you’re like most Americans, you probably can’t answer yes to all these questions. You may be working forty or more hours a week, earning just enough money to slowly keep sinking a little more into debt every month. Maybe you’re relying on credit cards to keep paying your bills, but you know that can’t last forever. Even worse, do you even know whether you’ll have a job next month? Next year? With outsourcing, downsizing, and corporate bankruptcies, working a job is no longer a secure way of making a living . . . especially in an uncertain economy!

What about your retirement? If you’re having trouble paying your monthly bills, you can’t set anything aside for retirement. By the time you reach retirement age, Social Security may be paying only a fraction of what you should be getting—if Social Security is even around to pay you anything at all. In a typical year, how much time do you spend working on a detailed, practical retirement plan that has a realistic chance of being implemented? Or are you like most people, who have a “someday” wish list. “Someday, I’m going to retire.” “Someday, I’m going to pay off the mortgage.” “Someday, I’ll travel to Europe.”

Maybe working a second job might help pay the bills, but at what cost to your physical well-being, emotional state, and the time you spend with your family and friends? Do you want to work so hard and for so long just to pay your bills? I don’t think so, and that’s why I’m here to tell you that there’s another way to live. You may be thinking, “Well, this is a great book! You just reminded me of all the stressful things in my life.” But I want you to  remember what bothers you so you’ll take action. I have a proven system that could change your life and your destiny.

My method isn’t a form of gambling because you can implement many of my strategies and never risk losing any of your own money. Gambling is for wishers and dreamers, but the outcome is always out of your control. The odds always favor the house. So why not shift the odds in your favor? My method is for doers, which means the outcome is in your hands at all times.

My method doesn’t need special training or education. I know this can work without an education because I never went past high school.

My method is like starting your own business, except it won’t cost a lot of money, won’t take up all your time, and won’t burden you with upfront costs.

This bears repeating. My method allows you to start your own business! When you consider that close to 90% of all businesses fail in the first few years, you’ll be glad that my method doesn’t involve owning and running a traditional business. And most importantly, if you follow what I have been able to learn and what thousands of my students have already done all over the country, you could make a fortune and take control of your destiny.

You’re probably ready to scream, “Okay, okay! What exactly is your method?”

Before I tell you about my method, let me tell you its advantages. First, you can get started right away at no cost. Second, you can get started in your spare time and then decide to go full-time later if you want. Third, you can get started where you live. Fourth, you can make a little money or a lot. The only person setting limits on how much you can make is you.

Now you’re probably really screaming, “Okay, okay. Just what is your method that can lead to financial freedom?” Here it is: Real estate. I’m not talking about buying and selling exotic properties such as oil fields or gold mines, nor am I talking about buying and selling Donald Trump-like skyscrapers or luxury hotels. I’m talking about buying and selling ordinary, everyday homes and property.

Before you tell yourself that you know nothing about real estate or that real estate is too complicated, let me ask you this: If you don’t try something new, what do you think you’ll have one year from now? Five years from now? Ten or twenty years from now? Real estate investing is for anyone who wants to make money and change his or her life.


If you don’t change and try something new, chances are good that you’ll have more of what you already have. But because you’re reading this book, you probably want more out of life. That means you need to change —and the sooner the better.



If you don’t change and try something new, chances are good that you’ll just have more of what you already have. Because you’re reading this book, however, you probably want more out of life. That means you have to change. But what exactly do you need to change to reach your goals? Here’s another question: Do you believe that you could become a millionaire if you followed the same success principles that millionaires use? Of course! Success is like a recipe. If you use the same ingredients and follow the same step-by-step instructions, you’ll create the same results like anyone else.

Millionaires make their money in different ways, but almost every one invests at least part of that money in a safe investment that’s virtually guaranteed to increase in value. Guess what safe investment millionaires depend on? Real estate!

Now your first comment may be, “Millionaires can afford to invest in real estate but not someone like me.” Let me show you why that type of thinking is wrong:
• Real estate is everywhere. Somebody is selling real estate and somebody is buying real estate no matter the location, the weather, or the time of year. Ordinary people buy and sell houses all the time. Why can’t that person be you?

• Anyone can do it. Doctors and lawyers can make a lot of money but look how many years of education they need before they can even get started. Real estate is different. You don’t need a license, special education, or long years of training. You can get started right now, and I’ll show you how.

• Real estate can generate huge profits. One real estate transaction can earn as much profit as most people make in a year. Think about that. Would you rather work all year for the same amount of money you could make in a fraction of that time?

• You can get started with no money down. What other type of investment enables you to potentially earn thousands, hundreds of thousands, or even millions of dollars without risking a penny of your own money? If this sounds impossible or unbelievable, read on and I’ll tell you exactly how to do it.





Real estate is one of the fastest, easiest, and safest paths to financial freedom if you know the real estate market you’re in and apply the proper strategy. Here’s just one of the many secrets that make real estate investing so profitable.


Almost every millionaire invests in real estate. Real estate is one of the fastest, easiest, and safest paths to financial freedom.



Suppose someone gave you $10,000 to invest. What would you do? Put the money in the bank? If you somehow earned 5% interest, your investment would be worth $12,762.82 after five years.

What about investing your $10,000 in the stock market? A good mutual fund can earn 10% to 15% a year. Not bad, but not all mutual funds will earn that amount. Some go up and down just like stocks do.

Maybe you can get a much higher rate of return by buying stocks, but which stock do you choose? Even stock analysts can’t agree on which stock will increase in value, and guessing proves nearly as accurate as relying on the advice of so-called stock experts. Stock values can go up tremendously, but many more go down or increase slowly. Although you can make money in the stock market, even the best knowledge can’t guarantee a profit. Do you want to hedge your future on something as unpredictable as the stock market?

What about starting a traditional brick-and-mortar type business? Your $10,000 may not even get you in the front door. Maybe a restaurant? Only about 10% of new restaurants nationwide ever make it.

If you invest $10,000 in the stock market, a bank account, or a business, what do you have? A $10,000 investment. But look at what happens if you invest $10,000 in real estate using a principle known as cash on cash returns. Even with a traditional loan and a down payment of $10,000, you can purchase a $100,000 property. So your $10,000 investment is actually worth $100,000. Where else can you buy a $100,000 investment for a fraction of its actual value? And unlike any other investment, you can buy all types of real estate without using any of your own money. Imagine the type of return that can yield!

Suppose your real estate property increases in value from $100,000 to $110,000. You’ve just earned back your $10,000 investment, for a 100% return. How many other types of investments can give you a potential 100% return in such a short time? It’s as simple as this: If you got 5% interest on your $10,000 in the bank, you would make $500 in one year. If you used that same $10,000 for a down payment on a $100,000 home and it went up in value the same 5%, you would earn $5,000 on your money because you are making a profit on the entire worth of the property, not just your investment.

Real estate is the only type of investment that allows you to invest with little or no money down but still gain 100% of the appreciation from the entire value of the property. You get 100% ownership, 100% of any rental income the property generates, 100% of all appreciation, and best of all, 100% of the tax advantages. And you’re not using all your money to buy the property,  which essentially lets you get rich on somebody else’s (the bank’s) money.

Now let me improve the return on your investment even further. We will get into the details of rents and expenses in later chapters, but assume for a moment that after collecting rent and paying the taxes, insurance, and mortgage, you net an additional $100 per month, or $1200 per year. If you divide the $1200 net positive cash flow per year by your $10,000 initial investment in this property, your cash on cash return on investment is an additional 12% per year. And I haven’t even touched on the increase in your return as a result of the income tax benefits.

Real estate isn’t just an investment; it’s a wealth-building strategy that lets you leverage your money—or lack thereof—to gain the advantages of a higher-priced investment at a fraction of its actual cost.

If this little secret to leveraging your money in real estate hasn’t opened your eyes to the possibilities available to you, keep reading. I’m going to tell you every secret I know because I sincerely hope you will take action to improve your financial future. Even if you decide not to invest in real estate, I urge you to write down your goals, develop a plan, and take action now for achieving financial freedom in any way you choose.

I believe that real estate is the best investment option available. It allowed me—a regular guy with only a high school education, from a small town, starting with no money—to live a life I once only dreamed of. I’ve seen it work for hundreds of people who have followed my step-by-step real estate investing plans. It changed their lives from ones of despair and pessimism to ones of hope and optimism.

I know my real estate plan will work because I’ve tested it over and over. These techniques aren’t something I dreamed up on the beach one day. They are proven techniques I learned through trial and error by studying other successful people. These are the techniques I’m going to share with you.

What you’re getting is the best advice I know, but it’s up to you to use my plan and take action to turn your life around. My plan is a roadmap, but you are the catalyst. Take action now! You owe it to yourself to live the best life possible.




WHAT IF I DON’T HAVE $10,000?

Maybe you are like most people and don’t have $10,000 to start your real estate investing career. If so, you are probably a little frustrated right now and are asking yourself, “Where am I going to get my initial down payment  money?” I have dozens of creative methods, developed over twenty years of investing, to get you started with little or no money of your own.

Now you might be thinking this isn’t for real—that you can’t invest in real estate without money. You will soon learn about locking up deals and assigning them to other buyers for huge profits, lease options, seller financing, foreclosures in which you get paid to take ownership of the property, tax sales, and much more.


A million dollars in property with no money down 

Throughout this book, I share real-life stories in which I or one of my students used the strategies explained in this book to achieve massive success. Did it happen on its own or magically? Of course not. Armed with the knowledge of what to do and how to do it, successful students then took action to make it happen.


Real-Life Story

Nathan and his family live on the outskirts of Kansas City, Missouri. Before ordering my “Think a Little Different” real estate course, he had never invested in real estate. He thought that the only way to purchase property was if you had money saved for the purpose. Then he tried my no-money-down investing techniques.

In the two years since Nathan started, he bought eleven houses with a combined value of well over a million dollars, using none of his own money. He rents all his properties, earns a positive cash flow each month, and has increased his net worth by $300,000.

This is how Nathan bought his first foreclosure: He told his realtor that he wanted to look for some properties that were in foreclosure or that had already gone through foreclosure. His realtor called him a few days later with ten foreclosures to look at, one of which was a bank REO (you learn about REOs in Chapter 17).

When he saw the property, he was shocked. It was a beautiful five-bedroom, three-bathroom house on a one-acre, fenced lot. Nathan felt that the price was about $40,000 less than the market value. He told the realtor to start the paperwork because he wanted it. Nathan asked for a concession to pay for minor repairs and carpet. (The concession meant that the bank had to give back some of the purchase price to cover repairs.) The bank agreed and gave him $1200. He did the repairs for half that amount. Plus he used 100% financing for the property. (You will learn how to do this in Part III.) He wound up purchasing the house without a dime of his own money and ended up with $600 in his pocket.

He rents the house, and the tenants pay all his expenses plus give him an additional profit of a few hundred dollars every month—all while his equity in the property continues to grow. What a great deal for his first foreclosure!



Now if you’re thinking that it seems like Nathan knew what he was doing, you’re right. But he only put into practice the same principles I will be sharing with you in this book. So get ready for a life-changing experience.


It doesn’t take money to make money 

When I tell people about the incredible opportunities available in real estate, the first question most ask is, “Does it take a lot of money?” I’ve found that you can reword this question into another one that most people are too afraid to ask, “If I make a mistake investing in real estate, could I lose everything I own?”

As I explain in Chapter 14, you can invest in real estate without risking a single penny of your own money. I know this may sound too good to be true, but it’s not.

Even if you invest your own money in real estate, can you really lose it all? If you put $10,000 in the stock market and the company goes out of business, you could lose your entire $10,000 investment. If you put $10,000 to start your own business and it fails, you could lose all $10,000.

If you invest $10,000 in real estate, you actually own more than a $10,000 piece of property. Depending on the real estate market, your property could be worth $100,000 or more. Historically, real estate appreciation has always increased faster than inflation.

If property values go up, your $100,000 property could conceivably be worth $120,000 or more, netting you a profit. If property values go down, you can still make money by renting your property and using the rent money to pay off the mortgage, essentially giving you the property for free. When the real estate market eventually increases, you can sell the property at a profit. And this is only one strategy of many that you are about to learn on making money in a booming or falling real estate market.

It is possible to lose money investing in real estate, and I’ve made plenty of mistakes. The main reason people lose money in real estate is by using the wrong strategy at the wrong time. For example, between 2001 and early 2006, home prices in Phoenix, Arizona rose at unprecedented rates. It was almost impossible not to make money by simply buying a property, cleaning it up, and putting it back on the market. I bought the house across the street from mine with 100% financing for $493,000. I then painted it, cleaned the carpets, and put in new appliances. Six weeks later, I sold the house for  $639,000. After paying the realtor’s commission and the cost for the repairs, I pocketed more than $100,000.

What would have happened if I had bought that same house, fixed it up, and tried to sell it when the Phoenix real estate market was experiencing a downturn? If you guessed that I’d lose money, you’re right! This is the way too many people invest in real estate, buying property and hoping that prices will rise. But as I’ll show you, you can make money in any real estate market if you follow appropriate strategies.

I bought my first piece of property more than twenty years ago. Starting without a mentor, money, or experience, I made plenty of mistakes. But out of the millions of dollars in real estate transactions I’ve made over the years, I’ve lost money on only one piece of property, mainly because I was not experienced enough to read the real estate cycle I was in. Investing in real estate is more about how much you can make rather than how much you could lose. By following my methods, you’ll avoid the mistakes that took me decades to learn, and you’ll learn the techniques that can make you money the fastest, easiest way possible.

The best way to avoid losing a lot of money investing in real estate is to start with as little money of your own as possible. Ultimately, success in real estate investing depends less on the amount of money you invest and more on the amount of knowledge you apply.




REAL ESTATE INVESTING IS NOT DIFFICULT

Investing in real estate may seem confusing and complicated with all those contracts, property titles, and legal forms, but it’s not. The main reason real estate investing seems so confusing is because it’s new to most people.

What are you really good at? Are you good at your job? Your hobby? Being a parent? Being good at something gives you the confidence to make decisions that less experienced people might shy away from. If you are a parent, you probably go about your daily routine as if it were nothing. But to someone who isn’t a parent, your tasks might seem overwhelming, difficult, or even impossible

If you tried to teach me how to do a skill that you excel at, do you think I could? Yes! Maybe not as well as you at first—or ever—but I can learn from you and you can teach me.

In my case, I know real estate! I’ve made millions in real estate where others could not see the profit, and I’ve taught thousands of people all over the country how to make money in real estate. So I know how to personally profit from real estate as well as how to teach others to make money from  real estate. By reading this book and following my step-by-step approach, you’ll gradually gain confidence and learn how to do everything that I’ve done. If I can do it, you can too!

Learning how to invest in real estate requires time. The good news is that I’ll tell you exactly what to do and how to do it. Even better, I’ll show you shortcuts to help you get started investing like a real estate pro. Remember, you don’t have to learn everything from scratch like I did. You’ll be using my proven, time-tested methods, and I’ll walk you through every step.

All the knowledge you need to get started is right here. The only way you can fail is by not taking action.




FEAR OF CHANGE


The one permanent emotion of the inferior man is fear—
 fear of the unknown, the complex, the inexplicable.
 What he wants above everything else is safety.


—HENRY LOUIS MENCKEN

 



For most people, perhaps the biggest obstacle to realizing their dreams is the fear of change. Oftentimes it’s easier to face the misery that we know rather than taking a chance to face the unknown.

When people first go to prison, they hate it. The longer they stay there, the more they start to tolerate it. If they stay too long, they start embracing it until finally the thought of leaving is more painful than the problems of staying. When people can no longer function outside prison, they’re said to be institutionalized. If they were set free tomorrow, they would be so terrified at the thought of freedom that they would do anything to return to the known miseries of prison, where they feel comfortable and safe.

Don’t let yourself become institutionalized. If your job isn’t the best it could be, it’s time to change. If your relationship isn’t the greatest it could be, it’s time to change the way you behave or it’s time to find a new relationship. If you’re not happy with your house or car, it’s time to make a change.

Here’s a secret when it comes to change. Everyone is afraid of change. Courage comes from going through with change, accepting it, and adapting to it.

You can’t stop change, so you might as well learn to embrace it. If you do absolutely nothing, guess what? The world around you changes anyway and ultimately forces you to change.

Later in the book, I share with you the same proven techniques that I shared with people in my bestselling book, Totally Fulfilled. I’ll show you  how to embrace change and make it something you look forward to instead of fear. You will love the new outlook you can gain from these simple techniques, and they will help eliminate the fear of change in your life forever.




FEAR OF THE UNKNOWN

You block your dream when you allow your fear
 to grow bigger than your faith.

—MARY MANIN MORRISSEY

 



Combined with the fear of change is the fear of the unknown. Starting anything new can be frightening. Remember your first day of school? You may have been going to that school for the past few years, but starting a new school year always created anxiety until you settled into a routine.

One student told me that he watched my TV show for years, contemplating whether he should get my program. He had plenty of discussions with his wife about whether or not they should take the chance. Now remember, this isn’t the fear of buying his first property but the fear of just getting the course. He was brought up in such a structured home that anything out of the ordinary—in this case, investing in real estate without using your own money—was fearful.

Eventually, he purchased my course, my book, and some advanced training. He is now on his eleventh property, his net worth is $300,000, he has a positive cash flow from the properties he bought with no money down, and his outlook on life has changed. I’ll tell you more about him later in the book.

Doing anything new causes that same feeling of anxiety. When I bought my first property, I was nervous and frightened. I didn’t have anyone to guide me or any books to help me. I felt anxious and fearful. Fear is natural.

People who succeed face their fears and take action despite them. People who succeed have an undying passion to accomplish and achieve their dreams and goals. People who succeed believe in themselves, are highly focused, are driven, and use fear as a motivator to find a way to achieve.

Now if you’re saying, “Maybe I’m not that kind of person,” I say you’re wrong. We are all that person on the inside, but in many cases an unsatisfied life has beaten us down. Or we looked for an opportunity for a better way for so long with poor results that we gave up. You have the ingredients to overcome anything, to embrace the unknown, and to accomplish your dreams—you just may need to wipe away those cobwebs and find the inner you that deserves to come back in view.

You can never eliminate fear, but you can use your fear and turn it into your strength. If your fear tells you that you might lose a lot of money, great! Take some extra time to thoroughly study the situation and do whatever you can to protect yourself. If your fear tells you that real estate is too complicated or hard to understand, great! Use the examples of other people in this book and on my web site at www.deangraziosi.com to build confidence. Any time your fear tells you that you can’t do something, use that as motivation to learn more so that the reason behind your fear melts away. Your fear is doing nothing more than trying to protect you. Use it!

Your fear might be telling you that you can’t make money investing in real estate, but put your fear aside for a moment and I’ll show you exactly how you can succeed. I’ll give you real-life examples so you can learn what other people did right (and wrong). I’ll guide you through real estate investing so you’ll know exactly what to expect, what to do, and what to look for. I’ll show you how to find, evaluate, and analyze properties. I’ll lead you through a process that will allow you to understand real estate as a whole. By the time you finish this book, you’ll know more about real estate transactions than most people out there already making money.

Your fear may come from a lack of resources. I’ll show you everything I know, but if there’s anything you don’t understand, ask questions from other people and keep searching for answers so you can keep moving forward. Don’t let fear paralyze you. Let fear motivate you!

Preparation and knowledge can calm your fears and increase your confidence, so when it comes time to take action, you’ll feel comfortable. Like any skill, the more you learn and take action investing in real estate, the easier it will get. Remember, knowledge without action is just good reading but knowledge combined with action equals results.

I will show you how to establish a team of professionals who can act as advisors in real estate transactions: real estate agents, attorneys, insurance agents, home inspectors and appraisers, accountants and CPAs, bankers, property managers, and contractors. Although we are all responsible for our own decisions, I will show you how to best utilize the strengths of your network of professionals and how to avoid overreliance on them as well. I will show you the qualities I look for when I am selecting my team.

After you overcome your initial fear of real estate investing, it’s only natural for new fears to pop up. Maybe you’re afraid of paying too much for a property. Maybe you’re afraid of buying property at the “wrong” time. Relax! I’ll show you how to minimize those fears by teaching you how to evaluate properties and make money regardless of the real estate cycle. I want you to develop the confidence to analyze property and determine whether to purchase it, how much to pay for it, and how to turn a losing property  into a winner. There is rarely a wrong time to buy property because I’ll show you how to make money whether the real estate market is shooting up, falling down, or doing nothing. The secret to my real estate techniques isn’t timing but applying the proper strategy to maximize your profits no matter what the real estate market is doing.

You can build on my foundation. I’m confident that if you follow my techniques, you can be successful at real estate investing too! If you study successful people, you’ll find one common thread to their success. They have a passionate commitment to achieving their goals. When you combine passion with goals and a solid program to guide you, fear takes a back seat to your passion and desire to achieve. You provide the passion and dream and I’ll provide the plan to show you how to get there. So let’s get started!




ONE OF MY FIRST REAL ESTATE DEALS

I think that as we get older, trying something new becomes harder because we get stuck in our ways. I ask that you read this book with a childlike enthusiasm and think of no option except that it can work for you if you apply my proven principles and strategies.

Taking action always outweighs overanalyzing. But the right combination of knowledge and action is even better, and that’s what you’re going to learn in this book.

One reason my first real estate deal worked was because I never thought that it wasn’t going to work. My youth and inexperience kept me focused on winning and nothing else. If I had been older and overanalyzed the situation, I may have never have done it.

In my late teens, I was flat broke. An apartment house in town had once been a decent place, but the owners had let the wrong tenants in and the place began to deteriorate. Soon there were broken-down cars in the yard, garbage piled in the hallways, a broken front door, and some busted windows.

This apartment house was for sale, but its horrible appearance meant that no bank was going to give anyone a loan to buy it. It wouldn’t have been able to get a certificate of occupancy, and in most cases, you can’t close on a piece of property unless a certificate of occupancy exists. A certificate of occupancy means the property is livable—and this place wasn’t, especially with the front porch ready to fall down with an eight-foot drop underneath it.

After some negotiations with the sellers on the price, I told them, “I’d like forty-five days to clean that place up, but then you have to sell it to me. To keep you from selling it to anybody else, I’m going to give you a tiny down  payment. But in forty-five days, I will start pursuing a bank loan. Then I have sixty days from that point to close on the property.”

The seller agreed. Now here is the scary part that I would not suggest anyone else do. Once the seller and I had a deal, I immediately went to work on the place before I even knew whether I could get a bank loan. I thought if the bank were to look at this place before I made it look pretty, I would never get the loan.

So I blindly put my heart, soul, and sweat equity into cleaning up the place. First, I got rid of the junk in the front yard by calling a junk dealer, who took everything away for free so he could sell it for scrap. Then I got together with some friends and hired the cheapest laborers I could find. Together, we fixed all the broken windows, the front door, and the porch. My contract with the owners allowed me to evict some of the worst tenants, so I got rid of the ones who were unwilling to be part of the massive cleanup.

We planted flowers across the front, mowed the lawn, trimmed the hedges, and painted the front of the building. Then we went inside and painted the hallway and cleaned up a couple of the apartments that we had evicted people from. They were nice apartments; they just needed to be cleaned.

In forty-five days, the building looked gorgeous. I then went to the bank and was fortunate enough to get a loan. In fact, I got a loan for 100% of the money I needed because the property appraised for much more money than I was buying it for. I kept that apartment house for many years, and each month I enjoyed great positive cash flow from it. Then I sold it during a peak cycle and made a wonderful profit.

What a great learning experience and what a great sense of accomplishment. To this day, I can remember standing on the front lawn, looking at the house after I purchased the property, and feeling the sense of accomplishment that came from knowing I did everything I said I was going to do.




CONCLUSION

Now I don’t suggest that you rush into your first deal like I did. But looking back, I was so aggressive because I knew what I wanted and I wasn’t going to let anything stand in my way. There was no “what if” option—only “when.”

If a naive kid—who came from no money, had no mentors, and never went to college—can do it, you can too. This book will give you the tools you need to get started. You just have to promise me that you’ll take action. Your first deal could be just weeks away.






 CHAPTER 2

CASHING IN ON REAL ESTATE

What is important is to keep learning, to enjoy challenge, and to tolerate ambiguity. In the end there are no certain answers.

—MARTINA HORNER, PRESIDENT OF RADCLIFFE COLLEGE

 



Like many other cities nationwide, in early 2005, real estate prices in Phoenix were skyrocketing. I bought a house in my neighborhood for $525,000, cleaned it up, and sold it thirteen months later for $710,000. Some people work a lifetime to save up the kind of money I made on this one real estate transaction.

Now you might be saying, “Anyone can make money in real estate when the market is hot.” That’s true in many cases, but everyone also knows that hot markets last only so long and then they become cold again—and that’s exactly what happened a few months later. By the middle of 2006, the Phoenix real estate market completely changed when the supply of houses far outstripped the demand. Not only were houses selling much more slowly than before, but their prices were dropping. This is the time when uninformed investors can lose money. In the current Phoenix market, if you tried buying a house, fixing it up, and selling it right away for a profit, you would likely lose money. That’s the time when too many people throw up their hands in disgust and mutter to themselves, “Real estate investing just isn’t for me.”

The problem isn’t the market or real estate investing in general. The problem is using the wrong strategy and not understanding market cycles and adjusting to them accordingly.

Let’s say you’re playing baseball and pitching against the other team’s best hitter. For your first pitch, you throw a fastball right down the middle and the batter swings and misses. You might be thinking that the batter can’t hit your fastball, so for your second pitch, you throw the same fastball right down the middle and the batter swings and misses again.

Now you’re starting to think you can do nothing wrong, so for your third pitch, you throw the same fastball right down the middle—and the batter knocks it out of the ballpark for a home run.

What did you do wrong? You kept applying the same strategy even though outside circumstances were changing. The first and second time you threw a fastball, you might have surprised the batter. But the third time you  threw the same fastball, the batter was ready and waiting. When outside circumstances change, make sure your strategy changes too.

A common definition of insanity is doing the same thing over and over and expecting a different result. I’d like to modify that and say that doing the same thing over and over and expecting the same result even under different circumstances is also a form of insanity. That’s why I urge you to think outside the box. Don’t just look at what everyone else is doing. Look at the same situation from different points of view.

When the real estate market falls, most people are ready to think like Chicken Little and proclaim that the sky is falling. That’s not the time to flee the real estate market. That’s the time to switch gears and adopt a different strategy. And that is exactly what I do. Instead of looking for properties to buy, fix, and quickly sell (flip) for a profit, I look for foreclosures and distressed properties that I can buy for a major discount, rent to pay expenses, and sell when the market goes back up. For example, a few weeks before I wrote this, I purchased a two-family home in foreclosure for less than $60,000. I immediately refinanced the property for $192,000 and walked away with a check for well over $100,000 after all expenses were paid, and I still owned the property! Now I can rent this property to cover the mortgage and when the home market takes off again (and it will eventually), I’ll be able to sell it for a profit or hold it through the next up cycle.

Could I buy a house during a hot real estate market and rent it out? Of course! But if you don’t sell the property at a profit during a hot market, the market will change and you’ll miss out on your opportunity to walk away with a good chunk of cash. Notice that as long as you understand the up and down cycles of real estate, you can’t lose; you just might not walk away with the maximum amount of profit.

That’s what makes the secret of my book so simple. First, you have to understand what real estate market or cycle you are in. Then you have to apply the proper strategy to make money in that cycle. In this way, you can minimize your risk and maximize your profits.




TIMING IS EVERYTHING—WRONG!


You cannot afford to wait for perfect conditions. Goal setting is
 often a matter of balancing timing against valuable resources.
 Opportunities are easily lost while waiting for perfect conditions.


—GARY RYAN BLAIR

 



Most people only know and use one strategy. Then they try to time the market so their strategy provides the maximum payout. But timing is difficult  and chances are good that you’ll never get it right. My method is different because it doesn’t rely on timing.

I’m not saying that timing isn’t important. I’m saying that what’s more important is correctly identifying the current market conditions and then applying the right strategy. Once you can predict the real estate market you’re in, you’ll know exactly what the market is going to do and you’ll know exactly how to profit from it. And unlike the stock market, which can change or crash overnight, the real estate market takes months and in most cases years to change, so it is easier to forecast changes and plan.

When most people talk about timing, they’re usually talking about buying properties when the real estate market has hit rock bottom and then trying to sell those same properties when the real estate market has reached its peak. The problem with this strategy is that you have to guess correctly when the real estate market has hit rock bottom and then guess correctly a second time when it has climbed back to its peak. Unfortunately, by the time you identify the rock bottom cycle of the real estate market, prices will have already started climbing. Then by the time you identify the peak of a real estate cycle, prices will have already begun falling. Most of the time, you’re going to guess too early or too late.

Basically, all you need to know are four terms:
• An up market is when prices are rising. An up market is also called a seller’s market because there are more buyers than sellers. The sellers can raise their prices to the maximum the market will allow due to multiple buyers scrambling to buy before the market goes even higher.

• A down market is when prices are dropping. A down market is also called a buyer’s market because more people are selling properties than buying them. During this time, buyers can name their price and sellers will often accept less money just to get rid of their property.

Real estate prices always rise and fall in a cycle. An up market is when prices are rising, a down market is when prices are dropping, a peak market is when prices are at their maximum, and a bottom market is when prices hit their lowest point.






• A peak market is when prices are at their maximum. A peak market is also called a bubble market because that’s when prices reach the highest they’re going to go before they start sinking back down. During a bubble market, the number of buyers and sellers is starting to equal out, so prices start falling. 


• A bottom market is when prices hit their lowest point. A bottom market is when prices reach their absolute lowest level. This is when the number of buyers once again nearly equals the number of sellers, which starts the up and down cycle of the real estate market all over again.






Figure 2.1 identifies the different cycles of the real estate market. Sometimes prices are rising, sometimes they’re falling, and sometimes they’ve reached their peak or bottom before changing directions. Think about your own area. You’ve probably seen or heard about prices rising or falling, but everyone knows that nothing lasts forever. Every time prices fall, they’ll eventually rise again, and when prices rise, they’ll eventually slow down and fall.
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Figure 2.1 Real estate cycles over the past 60 years


Sometimes prices are falling or stagnant for long periods of time, and sometimes prices rise quickly and then taper off just as fast. No matter how long a cycle lasts or how high (and low) it goes, real estate always rises and falls in a cycle. The key to success is identifying what part of the cycle your real estate market is in. In this chapter, I’ll show you exactly how to do it.

By understanding the predictable, cyclical nature of real estate prices, you’ll never have to worry about whether you’re in a booming market or a “bubble is about to burst” market. You can make money in any market as long as you use the proper strategy.

The highs and lows of real estate cycles may not be easy to predict, but overall real estate prices always increase over time. You’ve probably heard  your grandparents telling you how they could have bought land decades ago for a small amount of cash, and now that same property is worth hundreds of thousands or even millions of dollars. But have you ever heard anyone complaining that they bought land decades ago and now that same land is worth less?

Furthermore, whatever a piece of property is selling for now, someday someone will say, “I remember when I could have bought that piece of property for $2000 an acre and now it is worth $100,000 an acre.” Some day someone will wish they bought that property at $100,000 an acre when it is worth $150,000 or maybe $200,000. Historically, the average real estate price has always increased. As Figure 2.2 shows, real estate prices may go up and down, but the overall trend is for prices to increase in the long term. What makes real estate investing so exciting is that it’s possible to make money in both the long term and the short term.
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Figure 2.2 Real estate prices may go up and down but average real estate prices increase over time





WHAT TYPE OF REAL ESTATE SHOULD I INVEST IN?

Before we go any further, you may be wondering what type of real estate you should invest in. Should you specialize in family homes or condominiums, or should you buy anything if it looks like a good deal? Before you decide  what you should do, let me describe the two main types of real estate available.

The two main types of real estate are residential and commercial. Residential properties are considered anything that people can live in, such as single-family homes, duplexes, condominiums, and apartment buildings—basically anything that puts a roof over someone’s head while he or she sleeps at night. Commercial properties consist of places where people do business, such as office buildings, retail space, and warehouses.

So given the choice between residential and commercial properties, which one should you choose? Although you can make money in both types of properties, I prefer and recommend residential properties for one simple reason: Everyone needs to live somewhere, so residential properties are much easier to buy and sell. In addition, residential properties are usually priced lower than commercial properties, thus making them more accessible to the average investor. Depending on your area, typical residential properties can range from $50,000 to $500,000 while commercial properties may start at $500,000 and increase to several million dollars or more.

Understanding the residential market is also much easier than understanding commercial real estate. For most people, their first experience with real estate is buying or selling a home, so lenders and agents are accustomed to helping novices understand and get started in buying and selling residential properties. Few people start out in real estate by buying or selling commercial properties, so these properties tend to be bought and sold by experienced real estate investors.

Residential properties are easier to purchase with little or no money down because banks and other lenders are more willing to extend credit to home buyers. In the unfortunate event that someone can no longer afford to make mortgage payments on their home (known as a foreclosure, which I’ll tell you more about in Chapter 16), banks know that they can quickly get their money back by selling the foreclosed property. Commercial properties usually require more money upfront because banks know that commercial properties are typically more difficult to sell than residential properties.

Best of all, residential properties can be not only an investment but also a place for you to live. If you buy a duplex or an apartment building, you could live for free in your own property while letting your tenants pay your mortgage with their rent money.

When I was in my early twenties, I lived in one of my own multiunit apartment houses. It was run-down when I purchased it, but I slowly renovated it, one apartment at a time. I ended up living in one apartment and worked at night to finish the rest. Eventually I got all of them rented, had a great positive cash flow each month, and lived for free the entire time. Instead  of spending money on my own home, I was able to use that money to buy and fix up more property. I lived in that apartment until I moved into a new, custom-built, four-thousand-square-foot home. That strategy of living for free really paid off. In Chapter 19, I describe rental units and all the benefits you can receive with the proper strategy and management.

Residential properties are also more flexible as an investment tool. Most commercial real estate investors make their money by leasing retail space to businesses such as restaurants, shops, or offices. If you can’t find a business to lease your space, you don’t make any money but you still have to pay your property taxes and meet your mortgage payments every month.

Everyone needs a place to live, but not everyone needs a retail storefront. As a result, commercial properties tend to be harder to sell and rent compared to residential properties.

Residential properties are just the opposite. Because everyone needs to live somewhere, residential properties are much easier to rent during slow real estate markets when people aren’t buying homes. Residential properties are also easy to sell, especially when the real estate market is hot. These two advantages—easy to rent and easy to sell—make residential properties much more attractive, especially for the first-time or novice real estate investor.

Throughout this book, when I talk about investing in real estate, I’m talking exclusively about residential real estate: not only single-family homes, but also multiple units, such as duplexes, triplexes, or even apartment buildings. The advantage of an apartment building is that all your rental units are in one place, which makes them easier to manage. In addition, the combined rental income from all your units can produce a steady cash flow. The disadvantage is that you may have a high tenant turnover rate along with greater maintenance problems.

One type of residential property that most people don’t think about is vacant land. In general, vacant properties aren’t a good investment because you can’t rent it out to generate income. To make money on vacant land, you have to sell it, and how many people want to buy vacant land compared to buying a house? You can make money on vacant land, but you have to be aware of costs, turnaround time, and other factors. The general rule with vacant land is that you need to sell it for more than twice what you paid for it within two years to justify the expense in owning the land in the first place. In Chapter 15, I’ll show you how to lock up a piece of property for a certain amount of time and reassign the contract to another developer or buyer to make a profit as the middleman. This may be a great way for you to profit from vacant land with little or no risk.

Another category of residential property that many people overlook is distressed properties. A distressed property is usually in poor condition, in  need of major repairs, or just owned by someone who wants to get rid of it as soon as possible due to a divorce, a job loss, a death in the family, or a mortgage that had a variable interest rate that the current owner can no longer afford to pay. Distressed properties can often be a great opportunity to purchase property inexpensively. I’ll tell you more about them in Chapters 16 and 17.
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