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				If you look closely at how a number of millionaires made their wealth, you’ll find the vast majority of them used real estate investment. What you may not realize is that there are several ways to invest in real estate to build wealth, generate passive income and gain equity at other people’s expense.

			


			

				 

			


			

				Here is a quick breakdown of some different ways you can invest in real estate:

			


			

				 

			


			

				Long-Term Residential Rental Property

			


			

				 

			


			

				Buying a property and renting it out to a tenant can be an excellent way to build passive income. Ideally, the landlord should charge enough rent to cover the cost of your mortgage payments, taxes and any associated costs of maintaining the property. 

			


			

				 

			


			

				The focus of long-term rental property investing is cash flow. The tenant goes to work every week to pay down your mortgage. Any profit you make can be put towards paying off the mortgage even faster and building your equity, or put towards other investments to keep building your portfolio. When the mortgage is paid off, the landlord receives all the rent paid by the tenant (minus any ongoing expenses) as passive income.

			


			

				 

			


			

				Renovating and Upgrading Properties

			


			

				 

			


			

				Buying an old ‘fixer-upper’ in a great location can be an excellent way to increase your property value. The idea is to find an undervalued home in need of renovation or repair and buy it cheap. 

			


			

				 

			


			

				You work on renovating the property to improve its overall market value. In some cases it’s also possible to increase the amount of rent you’re able to charge tenants, which can also increase your cash flow over the long term.

			


			

				 

			


			

				Flipping Property for Profit

			


			

				 

			


			

				Flipping property for profit is very similar to what day traders do on the stock market. The objective is to buy real estate with the intention of selling it for a profit within a short period of time. The basis behind this type of real estate investment is to purchase an undervalued property or buy in a climbing market and sell when the price increases.

			


			

				 

			


			

				In some cases, you can increase your profits by undertaking some renovations or repairs to the property before selling it. The goal is to increase the value of the property with any repairs you complete so the sale price represents a good profit for you.

			


			

				 

			


			

				Keep in mind that you’re not earning any rent while the property is empty, so you’ll need to factor in the holding costs during the renovation period. You’re responsible for keeping up with the mortgage repayments, insurance costs, utilities, and ongoing renovation expenses. It’s important to manage any contractors, time frames and payments well during the renovation, as your costs could blow out your entire budget if you’re not careful.

			


			

				 

			


			

				Wholesaling Properties

			


			

				 

			


			

				Wholesaling real estate is the term used when an investor signs a purchase contract for a property and then sells the same home to another buyer. There is no need to do any repairs or maintenance on the home when you’re wholesaling. Your job is to sell the same property to another interested buyer at a higher price than you signed for on the contract. In some cases, the person wholesaling the property never even buys the home, as the contract is assigned to the new purchaser. 

			


			

				 

			


			

				On closing day, the new purchaser pays the full amount. The seller receives the amount you paid on your original contract. You receive the difference between the new purchase price and the original selling price.

			


			

				 

			


			

				Commercial Property

			


			

				 

			


			

				Some property investors love to invest in commercial real estate and prefer it to residential real estate. Your tenants are often businesses or companies, instead of individual people, so the lease agreements are often set over a longer term. A commercial tenant is also sometimes required to pay for everything, including his or her own repairs and maintenance. 

			


			

				 

			


			

				The rental returns can also be higher in some areas than residential rental properties. However, banks tend to set more stringent loan terms on commercial properties than you’ll get on a residential home. Commercial loan terms tend to be shorter and interest rates tend to be higher than regular mortgages. 

			


			

				 

			


			

				Investing in the Family Home

			


			

				 

			


			

				When most people think about investing in real estate, they immediately consider the more obvious options: flipping for profit or becoming a landlord and charging a tenant rent to live in the property.

			


			

				 

			


			

				However, it’s possible to generate plenty of profit from investing in your own family home, if you do it the right way. You can’t charge rent for living in your own home, so cash flow isn’t a consideration with this type of investment strategy.

			


			

				 

			


			

				Instead, your focus is on capital growth and equity building. Buying a home that needs a bit of renovation or some repairs can be a good way to improve the value while you’re living there. When the renovations are complete you can sell the property. If you purchase a home to live in and you reside there for more than two years, the money you make when you sell the property is tax-free.
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