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Live for free, earn passive income, and build wealth with your own home

Get started on your path to financial freedom!

The Everything® Guide to House Hacking

Your Step-by-Step Guide to:

• Financing a House Hack

• Finding Ideal Properties and Tenants

• Maximizing the Profitability of Your Property

• Navigating the Real Estate Market

• Avoiding Unnecessary Risk

Robert Leonard






DEAR READER,

It’s common to learn a concept or two from some of the books you read that you can apply to your life, but those concepts rarely move the needle. My goal with this book is much bigger than that—it’s to change your life. I know, that’s a big goal, but house hacking is that powerful. I’ve experienced it myself and I’m confident that you can, and will, do the same.

Life-changing doesn’t mean that it’ll make you a millionaire overnight. It takes hard work and sacrifice. Whether it’s financial freedom, riches, or something in between, if you’re willing to put in the work necessary to learn and implement the strategy of house hacking, you can set yourself up for the life you’ve always wanted. The keyword there is “implement.” Just learning the material in this book won’t do anything for you. You have to actually take what you learned and apply it to your life. I’ve learned it myself—don’t get stuck in the Infinite Learning Loop. Take action.

And finally, I know personal finance is typically a taboo subject that is avoided in most conversations. I’ve often found myself wanting to help and teach others about house hacking, but felt it wasn’t really appropriate for me to do so. Now, I simply gift them this book and allow them to do as they wish with it. If you find yourself in a similar situation, consider doing the same. It might just change someone’s life.

Get to work,

Robert Leonard

@therobertleonard
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INTRODUCTION


	Are you looking to grow your wealth?

	Do you want to reduce your housing costs and even live for free?

	Are you hoping to build your financial future with little money down?



Then house hacking may be what you’ve been looking for! House hacking is a real estate investing strategy where you use a residential property to earn income. It is a simple plan for building your wealth that takes very little money up front and allows you to reap the rewards of financial freedom. And the best part is, anyone can do it!

House hacking is often accomplished by purchasing a property, living in a portion of it, and renting out the remaining area with the goal of reducing your living expenses or potentially even profiting. But house hacking is not limited to that one model; you can also accomplish it through situations such as live-in flips, finding roommates for your current home, owning multiple properties, vacation rentals, and even participating in the sharing economy with Airbnb.

Not only will house hacking significantly improve your financial position by reducing what is probably your largest expense (your home); it is also a way to get started in real estate investing without a lot of money. That being said, house hacking is not fancy or flashy, and it won’t make you wealthy overnight. However, house hacking can: Increase your investing returns, shorten your time to financial freedom, teach you to become a landlord with training wheels on, provide you with multiple tax benefits, and much, much more!

With The Everything® Guide to House Hacking, you’ll learn:


	Why house hacking is a smart wealth-building strategy

	How house hacking can work with almost anyone’s situation

	How to analyze, find, acquire, and/or manage a house hack

	Who is needed on your real estate team and how to build it

	The right steps to buying and financing your property

	How to find and professionally manage tenants



Most importantly, house hacking will open you up to an entirely new world of possibilities! Even if you’ve never purchased or invested in real estate, this book can help you understand and manage properties in a way that will forever change your financial position. House hacking lets you build the future you’ve always dreamed of!







CHAPTER 1 House Hacking 101


If you build a house on a weak foundation, it is unlikely to stand the test of time. Whether that foundation is weak because not enough time was spent on understanding how to build it correctly, construction was rushed, or the wrong materials were used, the outcome is the same. The same can be said about investing. If you don’t take the time to understand the strategies thoroughly, rush the process, or learn from the wrong sources of information, you are likely to have bad results. In this chapter, you’ll build a strong foundation by learning about what house hacking is, who it is and isn’t good for, what you need to know about your personal finances to get started, and how to set goals and expectations for house hacking.







What Is House Hacking?

House hacking is a strategy whereby you use a residential property as an investment. When house hacking, you are making the property an asset for yourself, rather than a liability, which is the traditional situation for most homeowners. The most common way to house hack is to purchase a property with four units or fewer, live in a portion of it, and rent out the remaining area, with the goal of reducing your personal living expenses or potentially even profiting. House hacking can also involve finding roommates for your current home or renting all or part of your home on a short-term basis with a service like Airbnb. The main goal of house hacking is to cover some or all of your mortgage through other renters and not completely from your own pocket.

Is a Home Your “Greatest” Asset?

It is often assumed that your home is your greatest asset. But is that a fact or just a common misconception? Putting aside the debate of “greatest,” is one’s home even an asset? One of the most well-known real estate investors and bestselling real estate authors, Robert Kiyosaki, argues that one’s home is not an asset; rather it is actually a liability. Kiyosaki keeps the definition of and difference between assets and liabilities simple. Assets are anything that generates cash for you, while liabilities are anything that takes cash from you.


ESSENTIAL

Realize that, in the traditional sense, a house is a liability. Just because many people believe the common narrative that a house is an asset, this does not make it true. Reframing the way you view assets and liabilities can have a substantial impact on your financial future.



As you will see throughout this book, the unconventional wealth-building strategies, hard work, and sacrifice that are required for house hacking are not for everyone—and that is okay. However, for those of you who are ready to learn the wealth-building strategy of house hacking, it is crucial to understand that assets put money back in your pocket and liabilities take money from your pocket.

Traditional Home Buying

Most homeowners follow the traditional strategy of purchasing a house at or above their maximum budget, leading to a large monthly mortgage payment for the next fifteen, twenty, or thirty years. This process typically begins by having a conversation with a lender or mortgage broker to discover how much you can afford. You are asked for your and your spouse’s monthly income as well as your debt payments, which allows the banker to calculate your debt-to-income ratio.


FACT

Debt-to-income (DTI) ratio is a percentage calculated by dividing your total monthly debt payments by your total gross monthly income. This can be calculated on an individual basis or combined with co-borrowers if applying jointly.



Most institutions have their own guidelines for an acceptable DTI level. If you have ever discussed loan application processes with anyone, you probably know at least one person who was denied for a loan, whether it was a mortgage or a different product, due to a DTI that was too high and above the lender’s threshold.

Once the banker has your DTI, they will “back into” the amount for which you are eligible to be approved for your preapproval letter. Essentially, they can now tell you the mortgage amount they believe you can afford.


ESSENTIAL

The maximum amount you are approved for during a lender’s preapproval process and/or the underwriting process may not be what you can actually afford. It may be what you can “afford” on paper, in the eyes of the lender, but in the real world, you probably will not be able to afford the mortgage payment prescribed for you.



At this point, most people are ecstatic—they have just been preapproved to buy a home, and they can finally start shopping. Unfortunately, this is where the problems usually begin to pile up.

Too often, someone following a traditional strategy will set out to spend less than they were approved for because that is the “right” thing to do. Then reality sets in. They start searching for homes to purchase, and, of course, those that are toward the top of their budget are nicer, in better locations, and have just the right lighting to grow their special plants or the perfect area for their dog to rest. Not only are they now looking at homes toward the top of their budget; so is everyone else, and a bidding war breaks out. To get that perfect dream home, you have to go back to your lender and get approved for just a bit more money so that you can submit an above-asking offer.

Market conditions and real estate markets across the globe will dictate the competitive nature of any real estate transaction, but the situation just described is very common in many US real estate markets, barring a recession. The people in our scenario now own a home that is not only pushing their limits; it is also purely a liability—it only takes from their pocket. Their monthly payment of mortgage principal, interest, taxes, insurance, and, potentially, private mortgage insurance is taking money from their pocket, and there is no source of income from that property to put money back into their pocket. Many people wrongly believe their home is their largest asset, but you should reconsider that notion—is a traditional home truly an asset?


FACT

Private mortgage insurance (PMI) is an insurance premium that borrowers are often required to pay if they purchase a property using a loan with less than 20 percent as a down payment. PMI protects the lender, not the buyer, in the event payments stop, as the lender sees a smaller down payment as a higher-risk loan.



Putting aside the appeal of cash entering your pocket versus cash leaving your pocket, which is hard to argue against, many traditional homeowners will maintain that their home is an asset because of appreciation. Over the mortgage period, the home is paid off and is one day owned free and clear, and it can then be sold for a large amount and often a gain in appreciation. This is the common argument made by traditional homeowners. Before you decide if that makes sense to you, let’s take a deeper look.

Opportunity Cost

Opportunity cost is one of the most important considerations in one’s life, yet it is arguably one of the most ignored concepts. When you choose one option over another, the option you did not choose is your opportunity cost. It can often be monetary, but it does not have to be. Here are two concrete examples to make this even more clear—one where the monetary situation makes no impact on the decision, and one where the situation is almost purely monetary.

Say you have to choose between going to a concert on a Friday night with your friends or taking your significant other to dinner. Assuming the concert tickets cost about the same as your meal and travel, you are financially indifferent about which you choose. However, from a nonmonetary perspective, you may prefer one situation over the other for an infinite number of reasons, all of which have nothing to do with money. If you choose the concert with your friends, your opportunity cost is that you miss out on a dinner date with your significant other. If you pass on the concert and have your dinner date, now the concert is your opportunity cost. This opportunity cost exists because you cannot be in two places at the same time.

Similarly, you cannot spend or invest the same dollar in more than one place at the same time. Let’s assume you have $10,000 that you have saved and are ready to use. Your plan is to either use the $10,000 as your down payment on a home or invest in the stock market. You find the perfect home and can acquire it for a purchase price of $200,000, using your $10,000 as a 5 percent down payment. (For the sake of simplicity, we will assume that you have no closing costs and are setting no money aside for reserves. You can be all-in for $10,000 even.) The home was truly your dream home, and you lived there for thirty years. It is now thirty years in the future, and you have a beautiful, paid-off home.

The real estate market where you purchased your home has done well, having appreciated roughly 2–3 percent per year on average since you acquired the property. Your property is now worth between $362,000 and $485,000. Not bad for a $10,000 investment, huh?

Not so fast. What about the mortgage payments you had been making for thirty years? That money needs to be considered in your return equation, yet it is often overlooked. Over the thirty years, you would have paid $190,000 toward principal to pay down the loan, $98,387.71 for interest and roughly $72,000 for taxes and insurance. Did the home actually only cost $10,000? Not quite—you had to pay $370,387 in cash out of your pocket just to fully own the property. If your property is worth the lower end of the range mentioned previously, you would have lost approximately $8,000 over thirty years. If your property is worth the higher end of the aforementioned range, you would have made approximately $115,000 over thirty years.

What about repairs and maintenance? Anyone who is currently or previously has been a homeowner knows that the list of things to fix in a home is never ending—and costly. A relatively safe and conservative assumption for repairs and maintenance over thirty years is $50,000. Your loss of $8,000 just became a loss of $58,000, and your potential gain of $115,000 has shrunk to $65,000. Most people would see a paid-off house worth between $362,000 and $485,000, mistakenly think they had only paid $200,000 for it, and therefore believe they had made a handsome profit. In reality, however, the situation is quite different.

This is all without any consideration of the all-important opportunity cost previously discussed. When you take opportunity cost into consideration, the financial picture becomes even worse. Remember that you had two options with your $10,000? You could use it as a down payment on a house or invest it in the stock market. Let’s look at how the latter situation would have played out.

Instead of putting the $10,000 into a traditional home as a down payment, you choose to rent. You find a nice apartment for $750 per month, which allows you to invest the $10,000 in the stock market, and you can also save $250 per month, since your rent is lower than your mortgage payment by this amount. You also invest this in the stock market. Over the thirty-year period in which you would have owned the home, you instead invested a total of $100,000, earned $505,000 in gains from an average annual return of 9 percent, and had a total investment balance of $605,000.

The difference between your true profit at the end of thirty years of homeownership and the gains earned on your stock market investments is your opportunity cost. This is the amount of money you would have forgone by purchasing a home instead of renting and investing in the stock market.


ALERT

Both the ending value of your home and the value of your stock portfolio—and therefore the corresponding opportunity cost values—are highly sensitive to the rate of growth used in the computations. A swing in either direction, up or down, can significantly impact the results.



House Hacking Is a Better Way

House hacking is a solution to the problem of opportunity cost. The previous examples and the discussion of opportunity cost should get your wheels turning and cause you to begin challenging the societal norms you have learned related to money. Now consider this: In the traditional strategy of purchasing a home to live in, is your home truly an asset? How has your opinion on the matter of asset versus liability changed after reading the previous few paragraphs?

House hacking can take shape by using different property types, such as single-family homes, duplexes, triplexes, and fourplexes, as well as different sub-strategies, such as live-in flips, vacation properties, and even RVs! Not only do various property types and sub-strategies exist; you can also mix and match them to create numerous ways to implement a house hacking strategy. Your creativity is the only limitation on the possibilities of house hacking.

Each of these property types and sub-strategies will be discussed in detail in later chapters, but for now, it is important to understand the general idea of what house hacking is and that there is likely a strategy that works for nearly anyone reading this book.


FACT

People have been house hacking in many different ways over the past few decades, but Brandon Turner of BiggerPockets officially named the strategy “house hacking” years ago.



Who Is House Hacking Good For?

After hearing about the previous examples of opportunity costs, it may be difficult to rationalize or understand why someone would not house hack. If you are reading this book, you probably already agree that there is a better way than the traditional strategies used by most people. Maybe you see most people living a life you do not want to live, which has led you to search for a better way, or maybe there is something intuitive inside you that tells you there must be another path.

Arguably the most common reason, or limiting belief, potential real estate investors give for why they do not get started in real estate is insufficient funds or a lack of capital. Others state it is because they lack the experience and, therefore, confidence to buy real estate. If this is you, house hacking is a great fit. You can purchase a property with a 3.5–5 percent down payment, and potentially with even no money down by using VA (Veterans Affairs) loans and other specialized 0 percent down loan products. Most traditional investment properties require a minimum of 10 percent down or, more often than not, closer to 20–25 percent as your down payment. House hacking has been called a way to learn real estate investing with training wheels or by starting with the “lite” version. Instead of investing in a large multifamily property such as an apartment building with dozens of tenants, you can start with just a few tenants. The ability to make a much smaller down payment on a property and learning the process with just a few tenants makes house hacking a great option for those without a lot of money or experience, and makes it a much simpler way to get started as a real estate investor.

House hacking is probably a great fit for the person who is looking to supercharge their wealth-building process, is willing to sacrifice in the short term for long-term gains, and is looking to build passive income. For the everyday person, house hacking is one of the best ways not only to improve your odds of becoming wealthy but also to make the process as efficient (quick and easy) as possible.


ALERT

Very few things in this life are guaranteed. While the probability of generating wealth from house hacking is significantly higher than going the traditional path of homeownership, it is not guaranteed. House hacking is also not a get-rich-quick scheme, nor will it lead to massive success overnight. Great things take time, and house hacking is no different.



Just because house hacking makes the process more efficient, quicker, and easier, that does not mean you will not have to make sacrifices—you absolutely will. House hacking is right for the person who can temporarily put aside their wants in the short term to achieve what they want in the long term. As a house hacker, you will probably have to sacrifice the quality of the property you live in or the neighborhood where you buy. It is uncommon for a house hacker to have the best of both worlds—their dream home while house hacking.

There is a relationship between the amount of comfort you give up and a property’s profitability when it comes to house hacking. Imagine a graph with the amount of comfort you give up on the x-axis and profitability on the y-axis. As you move toward the right on the x-axis, you increase the amount of comfort you are sacrificing. However, as you move right on the x-axis, you also move up on the y-axis, meaning you are increasing your profitability. Every house hacker’s situation is going to be different when determining how much comfort needs to be sacrificed to gain profitability. Real estate markets across the country will cause this to vary from location to location—some markets may require less sacrifice than other markets. The relationship between the amount of comfort given up and the property’s profitability will remain the same across all markets, just in varying degrees.


ESSENTIAL

In areas where property values are higher, such as major cities and the East and West Coasts in the United States, more comfort must be given up in order to achieve more profitability. Areas where property values are lower and/or rent-to-purchase price is higher, less comfort has to be given up to gain more profitability. The strategy and property type also have an impact on the degree to which the relationship stands.



You will likely need to have uncomfortable conversations with your significant other, friends, and family members who may not understand what you are doing and why you are doing it. House hacking is good for people who are willing to give up a few years of comfort and short-term goals of owning a dream home and having tough conversations with their loved ones for the long-term pleasure of passive income and financial freedom.

Who Isn’t House Hacking Good For?

House hacking is possible for nearly everyone, but the truth is, it is not a good fit for everyone. House hacking may not be good for someone who is a short-term thinker, extremely risk-averse, does not want to be a landlord or have investment exposure to real estate, or someone whose co-borrower (a roommate or significant other) is not on board.

As was discussed in the previous sections, sacrifices will have to be made to be a successful house hacker. Typically, these sacrifices are made for a minimum of one year to upward of five to seven years, although there is no cap. This will be hard for someone who focuses on the short term and thinks in weeks and months rather than years. As with nearly any investment or real estate transaction, there is inherent risk involved. Someone who can’t sleep at night knowing they own investments—and the associated underlying risks—is probably not the right person to house hack. If your investments keep you up at night, it is probably not worth the financial gain you could receive.

Whether it is the inherent increased risk from being a landlord or some other aspect, if you are not comfortable with being a landlord, house hacking is probably not right for you. There are ways (discussed later) to remove yourself from the actual process of being a landlord, but there is always some involvement.

It can also be difficult to house hack successfully if you face too much pushback from important people in your life. This is often an issue between significant others, where one is willing to make the sacrifices necessary to house hack, while the other is not. However, this is not the only relationship issue that can arise with house hacking. Depending on your dynamic with parents or friends, their potential hesitation toward house hacking or their attempts to steer you in a different direction could make house hacking difficult for you. This is not to say that someone dealing with these relationship dynamics cannot house hack, but it may not be the perfect fit.

Understanding Your Personal Finances

Personal finance is the foundation for any investing strategy, house hacking included. As mentioned previously, if you attempt to build a house on a weak foundation or try to implement investment strategies without a strong personal finance base, both will have the same result—ruin. Houses built on a weak foundation may last for a short period, but they are unlikely to stand the test of time. The same goes for investing. You may be able to implement your investing strategies for a few months or maybe even a few years, but it is unlikely you will be able to sustain those strategies for the long term without first building your strong foundation—your personal finances.

Your Budget

The first place to begin when building this personal finance base is with your budget—both where you are currently and where you want your budget to go. Before you can know where you want to go, you have to know where you currently stand. There are numerous online platforms that can help you understand your current budget. You can create an account, link your bank information, and begin categorizing your transactions. Once your transactions have been categorized, you can review where your money is going each month. For those who are less tech-savvy, you can ask your local bank or credit union for a printout of your most recent statements, then complete the same activity—categorize all your transactions and review where your money is going each month.

Once you know where your money is going each month, you can compare that to where you want your money to actually go. If you keep spending in alignment with your current habits, will you reach your financial goals? Will you be able to save enough money to buy a house hack within your preferred time frame? If not, consider where changes are needed and begin making them immediately.


ALERT

Following a budget should not feel restrictive, nor should you feel it is taking away your ability to spend money on things that make you happy. It should be quite the contrary—your budget should be freeing and used as a tool to help you buy more of the things you actually want.



According to Ramit Sethi’s book I Will Teach You to Be Rich, your budget should be broken down into three main buckets—savings and investing, fixed costs, and guilt-free spending money. Each of these buckets needs to be assigned a percentage, and the three buckets combined must equal 100 percent. You may start with 30 percent for savings and investing, 20 percent for guilt-free spending money, and 50 percent for fixed costs as your baseline, and adjust accordingly based on what you believe to be most realistic given your current financial situation. Each bucket can be subsequently broken down into smaller buckets if you prefer to get more detailed. For example, savings and investment may be made up of multiple goals, such as saving for a down payment on a house hack and buying a wedding ring, which combined equal 30 percent of your income. The same goes for fixed costs and guilt-free spending.

Remember discussing how much house you can truly afford? Following the rules just laid out for you, your mortgage payments would fall into the fixed costs bucket and would need to be less than 30 percent of your income. You will also need to use the savings and investing bucket of 30 percent to save for your down payment and reserves for your house hack, which will be discussed in more detail later. If any of these buckets’ percentages are out of line and do not have you on a path toward achieving your goals, make the necessary changes as soon as possible.

To determine if your percentages are out of line, you need to first categorize all of your monthly expenses. This can be done manually by printing out your bank statement for the most recent month, or you can connect your bank accounts to an online budgeting tool. Whichever strategy you choose, the process is the same—categorize every transaction you had that month into one of your buckets, then divide the total amount for each bucket by your total monthly income. For example, if you had a total of $3,000 in fixed costs and your monthly income was $4,000, your fixed cost bucket would be 75 percent. In order to get that percentage down to your target of 50 percent, you would need to eliminate monthly expenses you currently have that equal 25 percent of your monthly income, which would be $1,000 in the previous example.

Typically housing costs, whether rent or a mortgage, are the largest portion of one’s fixed cost bucket. If that is the case for you house hacking can help significantly reduce your fixed costs percentage. Some of the decisions you will need to make to reduce your expenses below your bucket’s goal percentage, whichever bucket it is, are not easy. Your long-term will to achieve financial freedom must be stronger than your short-term pleasure of the unnecessary expenses.

Your Credit Score

Albeit a major component of your personal finances, your budget is just one piece of building your larger foundation. Another important component of your foundation and, ultimately, your house hacking journey, is your credit score. Few people know what their credit score is, and even fewer know what it actually consists of.


FACT

There are three official credit bureaus that formulate their own credit score—TransUnion, Equifax, and Experian. Each credit bureau uses similar information from your credit reports as part of their calculations, but each uses slightly different formulas. Lenders can use credit scores from whichever bureau they prefer, or they can even request your score from more than one.



A credit score is a three-digit number used by lenders to assess your credit risk. In the case of a house hack, a lender uses your credit score to determine how likely you are to make your mortgage payments on time and then bases your interest rate on that. Your credit score is calculated using a formula that derives its input values from the information in your credit report—a comprehensive overview of all credit-related products you have had in the past. The six input values typically included in credit score formulas are the percentage of payments you have made on time, how much of your available credit you are using, how many derogatory accounts you have had, the average length of your credit history, the total number of credit accounts you have had, and how many hard inquiries you have had.

As with a budget, the first step in getting your credit score to where it needs to be to achieve your financial goals is to understand where you are right now. Thankfully, many sites will give you free, comprehensive access to your credit score and your credit report. Begin with a trusted resource, such as Credit Karma, that can give you your credit score and the details of your report. Most sites that provide this information will also provide guidance on why you are where you are currently and what scores are considered good, bad, or somewhere in the middle. Review this information and see your current position. In addition to seeing where you are for the six major items, you can also review the information listed in your credit report. It is important to check for any inaccurate information or missing items.


ESSENTIAL

The exact percentage that each item impacts your score varies among credit bureaus, but typically your payment history, credit limit use, and derogatory accounts are considered high impact, the average age of your credit accounts is considered medium impact, and your total number of accounts and hard inquiries are considered low impact.



With a budget, you can make changes immediately. You can decide you are no longer going to spend money on certain items and start shifting your money into other buckets. You can start working on credit scores right away, but it takes longer for situations to actually change. Because of this, it is very important to begin working on building or fixing your credit score well in advance of when you need to. It will be difficult to purchase a house hack next month if you have no or bad credit history. However, if you begin now, you should be able to make the necessary changes to your credit score over the next three to six months, which will put you in a position to be approved for a mortgage.


Setting Goals and Expectations

As humans, our reaction to a certain situation is often far more important than the situation or problem itself. It is not what happens to you that matters but how you react to it that makes all the difference. Expectations play a key role in this equation. Even if the outcome of a situation is positive, if it is not as positive as you expected, you will probably feel the outcome was actually negative. If you were expecting to get $100 in a birthday card as a gift, but you received $20 instead, you will probably not be happy or satisfied with the $20 outcome because you were expecting $100—despite now having $20 more than you did before.

When it comes to house hacking, if you do not have the right expectations going in, regardless of how good the outcome is, you may not be satisfied. To avoid disappointment, it is important to set realistic expectations before you make any decisions. The first step in setting your expectations is to define your goal for your house hack. Are you looking to simply reduce your largest expense, your housing costs, or do you want to actually make a profit each month? Are you trying to get a rental property by using an owner-occupied loan for a year? Do you realize this property may not match exactly with what you envision as your forever home? How long do you plan on living in the property?

Once you have defined your goals for your house hack, you can begin looking for a property that will help you achieve those goals, while also setting expectations for the acquisition phase. Set expectations for how much money you will need to close on a deal and a property type by determining what the real estate market is like in your area. Is the market competitive with everything going over asking price, or are properties sitting in the multiple listing service (MLS) database for longer than average? Use these questions to set your expectations for what your experience may be like when making offers on potential properties.

Not only must you set expectations with yourself; you must also do so with other parties involved. This will include your co-borrower (if you have one), possibly your friends and family, and possibly even your real estate agent. If you are going to be living in the property with another person, it is important that each of you discuss your wants and needs and set expectations with each other. Your friends and family may not be the deciding factor in what you buy or how you buy it, but you can avoid potentially awkward and difficult conversations by discussing your plans for house hacking with your friends and family up front. If you explain to them what you are doing and why, their expectations will be in line with your plans for the near future. Then when things actually start to come together, they will not be surprised when you purchase a duplex or triplex in a mediocre part of town. Your real estate agent likely works more with traditional homeowners than they do with investors, and specifically house hackers, so it is a good idea to chat with them about your goals and expectations when searching for a property to purchase. Your agent can assist you; they just need to set their expectations appropriately for a house hacker, not a traditional homeowner.

For the last phase of setting expectations, it is important to spend some time thinking about what it is going to be like living in your new home. It has been mentioned throughout this chapter, but it’s worth repeating: House hacking requires sacrifice. Setting your expectations up front about your living conditions while house hacking allows you to have a more pleasurable experience in a potentially less-than-optimal situation when it comes to comfort. It is also important to have an exit strategy. In Chapter 13, you’ll learn about your options for exiting a house hack and spend time reflecting on what you plan to do when you are done house hacking. Are you going to move out, rent the property as a traditional rental, and house hack again? What if house hacking isn’t for you; what are the next steps? How long must you legally stay in the property? By setting realistic expectations up front for all phases of house hacking, you are taking the first steps in ensuring a rewarding experience on your way to financial freedom.





CHAPTER 2 The Benefits of House Hacking


When considering ways to build wealth, there are few strategies as powerful as house hacking. It is flexible and can be made to work in nearly any situation for nearly any person. It’s a proven strategy with a repeatable blueprint. It is not a get-rich-quick scheme, but it is one of the highest-probability, highest-impact strategies everyday people can implement to build wealth. House hacking is a true supercharger for your wealth-building machine. In this chapter, you’ll learn how you can start house hacking with your current home, use house hacking to reduce your largest expense, get started without a lot of money, and even shorten your time until retirement.







Starting with Your Current Home

You may be wondering if house hacking is possible for you if you already own your home. The short answer is yes, it is. It may not be the perfect house hacking situation, nor may it fit your house hacking goals exactly, but it is possible. You have not missed the proverbial house hacking boat just because you already own a home. You will learn the exact strategies available to you when house hacking with your current home later in this chapter, but for now, it is important to realize that you are not ineligible for house hacking just because you own a home that you did not initially design to house hack.


ESSENTIAL

House hacking is a strategy whereby you rent out space in your home that is not currently being used or could be used more efficiently. Whether you bought your current home as an investment designed to house hack or not, you do not have to purchase an entirely new property to begin house hacking.



Being able to house hack with your current home is a benefit for a few reasons. It allows you to test the waters of house hacking before jumping in with both feet, it saves you from having to move from a home and/or area you like, and it allows you to avoid the selling and purchasing process or having to save up money for a down payment and closing costs.

Whether you are buying a home using the traditional approach or are house hacking, making a real estate purchase is a big decision. Purchasing real estate is rarely a permanent situation, and there are many exit strategies, but even still, the process can be costly and time consuming if you make a mistake. By using your current home, you can test house hacking before you go all-in. Presumably, you have been living in your home for some time, meaning you could return to your current situation if your house hacking attempt does not work, with minimal loss. Rather than investing significant time and money into a new property to house hack, only to find out it is not the strategy for you, you can start slowly, with minimal risk.
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