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Dear Reader,


If you’ve seen shows like Flip This House, Flip Men, or Flipping Out, you may have a growing interest in house flipping. House flipping has become increasingly popular over recent years thanks to a number of factors, including the success of these shows. But these shows only offer a snippet view of the house flipping process. The real flipping process often takes months, from the time you decide to flip the house, until you sign the selling papers and collect your profit.


This book will walk you through the entire house flipping process to help you better understand what is involved. You will learn more about the potential benefits house flipping provides, as well as the potential risks involved.


House flipping is a reasonable way to earn extra income or to replace your current income. It provides you with better control over your financial future, and it does not require formal educational training. While there is a learning curve to making the most profit off each flip, what you need to know can be learned through research, talking to mentors, and on-the-job training.


Melanie Williamson




Welcome to the EVERYTHING® Series!


These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.


You can choose to read an Everything® book from cover to cover or just pick out the information you want from our four useful boxes: e-questions, e-facts, e-alerts, and e-ssentials. We give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.


We now have more than 400 Everything® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you’re done reading them all, you can finally say you know Everything®!
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Quick handy tips
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This book is dedicated to the memory of Russ Harkins. He was a masterful house flipper and an amazing dad.
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Top Ten Advantages of House Flipping




	Financial freedom


	Being your own boss


	Being able to work with your hands


	Having creative freedom over a large project


	Being able to give back to a local community


	Taking something rundown and abandoned, and making it beautiful and useful again


	Learning new things every day


	Having the opportunity to network with local investors and prominent community members


	Starting a new venture with daily risks and excitement


	Being able to try something new and take a chance on yourself







Introduction


House flipping has had its ups and downs in the media. While it went through a period of wild success when all the market factors were working in favor of the investors, things have since slowed down a bit. After the market crash in 2008, there was a glut of houses on the market and house flippers found themselves unable to sell the properties they had already invested in. However, the negative effects of the housing crash have subsided, and the property investment market is picking up again. Even the Federal Housing Administration (FHA) has made changes to their rules to encourage property investors to flip more houses. These changes include lifting some of the restrictions in place for getting an FHA loan to flip a house.


Flipping houses provides the perfect opportunity to work hard and make an investment in yourself. You can do it as a side business or drop everything and try it full-time. While there are risks, there is a great potential for profit in house flipping. This book provides an overview of house flipping and everything you need to know to get started. The process of flipping a house is not a “get rich quick scheme” or a “get rich with no work” operation. House flippers work hard to accomplish their goals. They have a strong team of people they work with to accomplish those goals, and they are driven.


There is a learning curve when you first start. Don’t be surprised if you make some significant mistakes on your first flip, but if you are focused and willing to learn from your mistakes, you can create a profitable business. You can be your own boss and control your own income. You can create financial freedom. This isn’t to say there aren’t risks and disadvantages to house flipping; there are. You are going to work long hours. You are going to find yourself paying a lot more taxes, and it will be stressful at times. However, it can also be amazingly rewarding.


Learning the basics, gaining an understanding of the real estate business, and finding a mentor are the best ways for you to get started. When you find a mentor, or someone who has found success in flipping houses in the past, ask them if you can assist them on a flip so you can see how they handle the day-to-day business. Another way to ease yourself into house flipping is by starting with a temporary partner. Instead of creating a full business relationship, you can partner with someone on one house, and see how it goes.


The information in this book will act as a springboard for your first flip. You can take the information you learn here and go forward. Focus on the areas you aren’t already familiar with because they are the areas you will need to learn the most. Acknowledge the areas where you are already comfortable. For example, a lot of house flippers come from one of two backgrounds; they are either handymen or contractors, who know they can handle the renovations, so they are interested in the business side of it, or they are property investors or landlords, who don’t know everything about the renovations, but they understand the market. Either way, starting with a base of knowledge is a great way to move forward quickly.





CHAPTER 1
What Is House Flipping?


House flipping presents a great opportunity for property investing. It is very possible to make a full-time living flipping houses. However, it is a flexible enough opportunity that you can flip a house while also working a full-time job. While there is a learning curve for beginners, nearly anyone can successfully flip a house. The most important thing is to build a solid team to work with and be willing to work hard. House flipping is not an easy job, but it can be very fulfilling and profitable.


The Basic Essentials You Need to Know


There are several popular television shows following people who flip houses for a living. Maybe you’ve seen some of these, or maybe you know someone who is successfully flipping houses, and you may be thinking it is an ideal business to get into. Many people see flipping houses as a potential side income in addition to their regular job, while some see it as an opportunity to make a career change. A simple search online will reveal plenty of “get rich quick with flipping” books and courses to buy.


This is not one of those books. Where there is a great potential for profit in house flipping, there is also a substantial level of risk involved, and the newer you are to the process, the greater the potential risk. While the intrinsic risk does not change, the lack of experience increases the potential risk.


What Are You Getting Into?


House flipping is the process of buying a house with the sole purpose of reselling it for a profit. In many cases, the houses to be flipped require renovations before they are ready to be resold. However, there are plenty of houses out there that need minimal repairs, and can be ready to resell in a short period of time.
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One of the must-haves for successful house flipping is being a good estimator. Accurately estimating the cost of renovations will enable you to make a lot more money flipping houses.









The degree of investment and work involved in a flip varies greatly depending on the situation. It is nearly impossible to use one house flip as a standard or example of how other house flips will work out. House flippers can resell the house to a private buyer or another property investor. Understanding the potential buyer can alter the way the house is renovated and sold.


Essential Points to Understand


There are several things you need to understand upfront before looking into flipping your first house. This is the basic knowledge you should possess before getting into house flipping.




	
The profit only comes when the house sells. House flipping requires a large upfront investment. You need to acquire the house, renovate the house, and then sell the house before you will get paid. That means you may invest a large sum of money into the property, and you will not see a return on your investment until the house is sold. Therefore, it is important to understand that selling the house is your number one goal. Additionally, you need to have the money available to make the necessary renovations in order to sell the house. Without the necessary funds, you may get stuck with a partially renovated house, which will make it difficult for you to be able to sell it quickly and make a profit.


	
Time is money. The faster you can sell the house, the more money you will make. Every month you own the house, you will be making the house payment and paying the utilities. Even if you buy the house for cash, you will need to have the utilities on in order to work in the house, and that will cost you money. Additionally, rented equipment will cost you money the longer you need it. Dumpsters will cost you money the longer you have them at the house. Therefore, the faster you complete the renovations and sell the house, the fewer expenses you will have going into the house.


	
This is not your home. First time house flippers often make the mistake of getting emotionally invested or attached to the house. They make unneeded renovations because they are renovations they would want done if they were living there. This is the wrong way to approach a flip. The primary goal is to sell the house and protect your potential profit. Before starting a flip, you will set a renovation budget, and you need to stick to that. Additionally, the renovations you choose to make will be based on what needs to be done and what will add the most value to the house.


	
Area is everything. Houses can be flipped in any neighborhood. However, it is important to keep in mind that the area will set the selling price of the house, and the area will set the standard for what your house needs to be at to resell. For example, if the comparable houses in the area are selling for $150,000, then you need to understand that is your approximate target goal. You don’t want to make $200,000 in renovations with the hopes that a super fancy house will sell for much more. You should understand the standard for the area. For example, if every house in the area has central air, then the house you are flipping should have central air.
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It is also important to remember that this is not your house when choosing wall colors and flooring. It is better to keep everything neutral than decorate in colors you like and risk having buyers walk away simply because they don’t like the way it looks.









Identifying the Current Housing Market


Before choosing a house to flip, you need to choose a neighborhood. You need to identify a neighborhood that has good potential in terms of being able to get a good deal on a house and sell it for a profit.


In addition to identifying a profitable market, you also want to identify a housing market you want to work in. It should be a neighborhood that is a comfortable driving distance from where you live since you’ll be driving there on a daily basis. You don’t want to spend a small fortune in gas just to work on the house. You want to find a neighborhood you will feel safe working in. There are plenty of neighborhoods throughout the country where you can find a house for as little as a couple thousand dollars, but they aren’t always safe areas.


Important Questions to Answer


When choosing an area to buy a flip, you need to get a full understanding of the current housing market. There are several questions you can ask about an area in order to determine whether or not it’s in a good area to consider a flip.


Is there a glut of houses currently on the market?


A glut of houses on the market means reselling the house will be difficult because there are so many to choose from. However, having a glut of houses also typically means the area is experiencing a buyers market, which means it is more likely you will be able to get a house cheap.


What is the length of time houses are sitting on the market?


You want to be able to sell the house quickly, once it is renovated. Now, a newly renovated house may sell quicker, but you will be taking a risk if houses in the area tend to sit for weeks or even months. It is important to remember time is money in this business, so you need to be able to sell the renovated house quickly in order to protect your potential profit.


Are there a lot of flipped houses in the area?


A large number of flipped houses in one area is an indication of a few things. First, it was likely an older neighborhood, which is going through a process of revitalization. Secondly, it indicates that others have been able to successfully flip houses in the area. These are both good signs in terms of determining your potential success in the market.


Is the area primarily homeowners or rentals?


This is an important question to answer when creating a strategy to sell your flip. If the area is mostly rentals, your best strategy will be to go into the flip by trying to sell to another property investor or maintaining the house as a rental. While it is not impossible, houses don’t always sell well in neighborhoods filled with mostly rental properties. If the area is mostly homeowners, you have more options. First, you will be able to sell the house to a private buyer. Secondly, nicely renovated, higher-end rentals go well in neighborhoods that are mostly homeowners. These types of properties are often rented by people that have the monthly income to live in the neighborhood, but can’t get a loan to buy their own house.


Where to Do Your Research


You can gather information from a wide range of sources including the County Auditor’s website, the local newspapers, and local realtors. The County Auditor’s website is a great resource because it allows you to access public records, which will include any time a house is bought or sold within the county.


Information included in these records should include the tax value of the property and the price actually paid for the house. If you have the sale information about the house from the newspaper, a realty website, or a realtor, you can see how much the house actually sold for compared to the price it was listed at.
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While working with a realtor can help you get information faster, you can find all the needed information about a house’s public record by doing a little research on your own.









You can read local newspapers and follow local realty websites to determine the number of houses for sale in the area and the list prices associated with different properties. This can help you determine the value of different house features. For example, if there are two comparable houses, except one has two bathrooms and the other has three bathrooms, you can compare the list prices and the selling prices to determine the approximate value of the third bathroom.


Realtor Caution


Talking to realtors is also a great resource; however, you need to be somewhat cautious. Realtors are in the business of buying and selling houses, so it is in their best interest to make an area sound as desirable as possible to potential buyers. As a potential buyer of houses that may otherwise seem “unsellable” it would be in a realtor’s best interest to “sell” the area. This is also why it is important to develop a professional relationship with a realtor interested in working with you long-term. You want a realtor that will be focused on finding the houses you are most interested in buying, opposed to the ones they are most interested in selling.


Looking at Comparables


Comparables are houses that are comparable in area, size, and features, so the selling prices for the houses should be similar. These will also be the houses you will be competing with when trying to sell your house because potential buyers will be looking at yours along with the comparables.
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What if there aren’t many comparables in the area?
When you don’t have a lot of comparables to look at, you want to start with the comparables you do have. Then look at house values in the area to see what houses would be selling for if they were for sale. You can look up tax values using the County Auditor’s website in most areas. Your realtor can also help you gather this information.









Looking at comparables can give you a great amount of insight into the potential for a house. It can also give information as to what features potential buyers will be expecting. It is important to understand it is the neighborhood that sets the price for a house and that includes the comparables. For example, you can have a 1,400 square foot split-level house with three bedrooms and two bathrooms. A house like that in Vermilion, Ohio, may cost in the ballpark of $80,000–$100,000. Take that exact same house and place it in Evanston, Illinois, and it will cost $450,000–$500,000. The house is the same; the area dictates the price.


The comparables will show you both the potential selling price for the area, as well as the features the potential buyers will be expecting. This is where it will be important to note if all the comparables have similar features like central air, a pool, a master bathroom, granite countertops, etc.


Short- and Long-Term Benefits


There are many potential benefits of house flipping, both short- and long-term. For many, the benefits outweigh the potential risks, but when deciding whether or not you want to try flipping houses, it is important to understand both the benefits and the risks. A full understanding of these will enable you to make an educated decision.


One significant benefit of house flipping is that it gives you more control over your potential income. While with a traditional job, you make whatever annual salary has been assigned to your position, with house flipping, you can make as much as you want to because you control the number of flips you do each year.


Once you get the hang of it, you can choose to do multiple flips simultaneously. And then, once you get a strong grasp on the inspection process and what to look for, as well as the renovation process, you’ll get better at choosing properties that will yield a higher profit.
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House flipping allows you to determine how much you want to make in a year. While the risks are still there, if done correctly, you can create and meet your own income goals.









You can also increase your profits if you have a specific future expense. For example, lets say you decide to do flips semi-part-time, and you are doing four flips a year. However, next year you want to take your significant other on a cruise for your anniversary. You can choose to do an extra flip if you want to make some more money.


The more motivated you are to make money, the faster you can make it happen with a flip. Additionally, once you start flipping houses, you can reinvest your money into new houses and cut out the need to secure outside funding. Being able to fund the houses yourself decreases the expenses associated with borrowing money.


Short-Term Benefits


The short-term benefits of house flipping include the short-term payoff. Even though your investment money is tied up for a while, you get your profit all at once. For example, you buy a house for $20,000, you put $29,000 into the renovations, and sell the house for $79,000. You’ve just made $30,000. You will get that profit all at once when the house sells. Even if you hate the experience and decide to never do it again, you will have made $30,000, which is more than many people make in a year. Of course you still need to pay taxes and whatnot, but you get the idea.


Another short-term benefit is the knowledge and experience you gain during the flip. Flipping a house requires a wide range of tasks and skills. You’ll be doing everything from choosing the right property to helping with the renovations and marketing the completed house. Even if you don’t choose to continue flipping houses in the future, the knowledge you gain during the flip will stay with you throughout your life.


Long-Term Benefits


The long-term benefits include a lifestyle alternative. While there is a lot to learn to be a successful house flipper, it does not require a college degree or specialized, expensive training. You can learn through your own research, through a mentor, and through “on-the-job” training. While a lot of work goes into full-time successful house flipping, thousands of people are doing it across the country.


Another long-term benefit of house flipping is having autonomy and control. You get to be your own boss. You make the decisions and your opinion matters. While this independence will feel liberating, it will also come with a high degree of responsibility, as there will be no one else to blame if you fail. It will provide you with the opportunity to grow as a leader and decision-maker.


Common Risks You Must Consider


Just like any investment opportunity or new business, there are risks involved that you need to understand before getting too deeply involved. These risks are often financial, in that you will be spending money you may not get back, but it is more than that. You will be risking the loss of your time, as well as your credit. Being new to the industry, your lack of experience puts you at an even greater risk.


Financial Risks


The biggest risk, the one that keeps most people from trying, is the financial risk. Once you buy a house to flip, you’re in it. You have to see it through and sell the house in order to make any money or even get your money back. If the house doesn’t sell or takes a long time to sell, you are losing money on the deal.


Lack of Understanding and Experience


Lack of understanding leads to major mistakes. No matter how much you prepare for a flip, you won’t be completely prepared for any situation until you’re actually faced with the situation. A lack of experience or understanding of different situations can lead to making mistakes that can cost money or delay the house from being sold.


While lack of understanding is a significant risk, it’s also a great opportunity for learning. Everyone makes mistakes, but the difference between successful people and unsuccessful people is the ability to learn from those mistakes and move forward, more prepared. Even if you lose money on a flip, that does not mean flipping houses is unprofitable or that you will lose money on future flips. There are multiple variables that go into both buying and selling a flip, which can greatly influence the amount of risk and potential profit in the project.


Working with Dishonest or Inadequate People


Another potential risk is working with inadequate or dishonest contractors. Working with the wrong people can ruin a project. You need to find contractors that are reputable, willing to work fast, and affordable. Obviously, dishonest contractors aren’t going to disclose the fact that they are dishonest. It is up to you to look into them, talk to people they have worked for in the past, and then make a judgment call.
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In talking to several house flippers about this risk, there is one common theme. In each case, the house flipper describes having a bad feeling about the person, but convincing themselves everything was fine. It is generally a good idea to trust your instincts if you feel you can’t trust someone who you’re potentially going to be working with.









Four Most Common Mistakes People Make


While there are risks that every house flipper will face, there are also common mistakes that new house flippers make. These are mistakes made by people new to the business, but these mistakes can be the difference between making money and not making money. They are caused by inexperience, which is one of the most common risks.


Learning Too Much


Some people spend months, even years, reading about house flipping, taking courses on house flipping, and networking with other house flippers. They spend thousands of dollars on educational material, but they never actually take the next step. They tell people they are still learning, and they want to be fully prepared before jumping in. The problem with this mindset is that it becomes an excuse to never act. Instead of buying into more “education,” ask yourself how this additional information will help you. See if it will provide any additional insight from what you’ve already learned.


Not Learning Enough


This is basically the opposite of the most common mistake. Some people get excited by the idea of making money, so they buy a house that needs to be renovated, without first learning anything about the business. Then they own a house without a clear understanding of how people actually make money flipping houses. They haven’t developed positive professional relationships. They haven’t done the appropriate research on the market or the potential.


Not Looking at Enough Properties


Some people look at a few properties before making a decision. This leads to one of two possible results: they can’t find the ideal property and decide it won’t work out or they buy a property that isn’t ideal because they think it is their best option. When looking for a property to flip, it is important to look at as many properties as possible within your target area. It is better to have too many options than not enough options. This will give you the ability to choose a property that you are confident has the greatest potential for profit.


Caving In to the Fear of Failure


The fear of failure is very significant for a lot of people. They allow the fear of the unknown and the fear of possible risks to stop them from trying. They are left wondering what they could have accomplished, if they had just tried. The best way to combat the fear of failure is to act; do the research and then buy a house. Once you have the house, you have no choice but to keep moving forward.
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Action can combat more than just the fear of failure. Immersing yourself in whatever you are afraid of allows you to dispel the thoughts that are really behind the fears.









Recognizing Your Potential in Flipping


House flipping provides a great opportunity to create financial freedom. However, there are a wide range of variables that can influence your potential. While most of those variables are internal (your ability to focus, stay on schedule, and under budget) there are external variables that can also affect your potential such as the lending and housing market. You need to be able to get houses that can be flipped at a good price, and potential home buyers need to be able to get loans to buy your houses.


Income Potential with Each Flip


The potential profit for each house will vary depending on a wide range of factors including: the buying price, the cost of renovations, and the selling price. As you gain experience in choosing houses, completing renovations, and selling the houses, the more money you will be able to make with each flip. This is because you will learn to choose better houses, get a lower buying price, complete renovations less expensively, and sell the houses at higher prices.


Income Potential with Multiple Flips


In addition to being able to control how much money you make with each flip, you will be able to control and increase your total income by flipping multiple houses simultaneously. Flipping multiple houses requires a high level of organization and managerial ability, so it isn’t recommended for beginners. However, once you’ve successfully completed a few flips, built strong relationships with other professionals, and are ready to take the plunge, you can turn house flipping into a full-time business. You will only be limited by your own ability and funding resources.





CHAPTER 2
Getting Started


For a beginner, house flipping may feel like the opportunity of a lifetime or like the most nerve-wracking decision you’ve ever made. Once you get the ball rolling, it’s really hard to stop without losing a great deal of money. Your feelings may waiver between excitement and fear on a daily basis and that is okay. While many people have been able to make a great deal of money flipping houses, others have failed. It is good to feel a reasonable level of caution.


Understanding the Flipping Process


Although each flip is going to be unique, there is a general process to understand. This process involves five basic steps that have to be taken in order. Trying to take the steps in the wrong order will lead to a great deal of frustration early on.




	Find the right property


	Secure funding


	Buy the property


	Complete the renovations


	Sell the property





These steps are the basis for flipping a house. There are dozens of smaller steps involved in each of these steps, and they will be discussed in detail throughout the book. While there is no clear timeline to follow while going through these steps, the general rule is faster is better. The more time you spend on a flip, the less money you will make. You need to take time into consideration when looking at houses to buy.


Find the Right Property


The first step is finding a property. You want to make sure you don’t hold out waiting to find the “perfect” property. You’ll hear gurus constantly talk about flipping a house in a weekend or buying a flip that required nothing more than a new paint job and making tens of thousands of dollars in a matter of weeks. While these possibilities exist—they are the exception, not the rule.
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One place to look for houses which people often overlook is probate and estate sales. When someone dies and doesn’t have any family or the family doesn’t want the house, it is sold through probate. Depending on a variety of factors, these houses may be sold at a significant discount.









Waiting for the perfect property is really an excuse to prolong getting starting. If this is what you are doing, you need to take a minute to think about why. Most likely you’re hesitant out of fear; either of failure or of the financial risk. Take the time to decide if you are really committed to the idea of flipping a house. If you are hesitant for a different reason, it is still important to confront that reason and decide how committed you are to flipping houses. This is not something you can do halfheartedly. You need to be fully committed.


Although finding the “perfect” house is nearly impossible, you can increase your odds of making a good profit by finding a good deal in your target market. Try to select a house that you can make all the necessary renovations on and still make a profit selling it quickly. In most situations, the best deals will be on foreclosed properties that are up for auction or being sold by a bank.


Secure Financing


The next step is to secure funding for the property. There are a variety of ways this can happen. Getting a loan for the property will allow you to avoid putting too much money down upfront. That way, as long as you sell the property quickly, you will have spent very little on the actual house. For many just starting out, getting a loan through either a bank or through a private investor is the only option.
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How you secure financing will greatly influence your potential profit, so thoroughly examine your options and make the decision that is best for you.









Paying cash up front is another option. You’ll be risking more money initially if the house doesn’t sell, but you also avoid having to deal with a loan and monthly payments while renovating the house. Additionally, you can sometimes get better deals if you are able to pay with cash. Being able to pay cash for the house also eliminates the need to involve an investor, which means the potential profit for you will be greater.


Buy the Property


Once the funding is secured, you need to actually buy the property. This is a very important step, because up until this point, you can still change your mind about the whole thing. Once you buy the house, you have to renovate and sell it or you’ll lose your investment. This step is where a lot of people falter. They never work up the courage to actually buy the house and get started.


Complete the Renovations


Once you officially own the house, the next step is to renovate it. This step can take anywhere from a couple days to a couple months depending on the condition of the house, and multiple external factors such as contractor schedules and weather. The renovation process is a very important one and requires the greatest degree of management. You need to make sure the house is renovated in a way that will make it highly sellable in the chosen neighborhood, but you also need to save as much money as possible during renovations to maximize your potential profit when it sells.


Sell the Property


The last and final step is selling the house. Selling the property is when you get back the money you invested and make the profit you earned. While selling can take time, selling as quickly as possible is the best way to maximize your potential profit. Selling the property can be the most intimidating step in the flipping process because it is the most important step for profit-making in flipping houses. While the option is yours, you may have better luck working with a realtor to sell the property than trying to sell it yourself.


Establishing Realistic Expectations


You will encounter problems during a flip. Sometimes there will be major problems and sometimes there will be minor problems, but you need to expect problems, nonetheless. Also, you should understand that no matter how many stories you’ve heard, the house will probably not sell the day it goes on the market. Every flip experience is different because every house is different.


If It Sounds Too Good to Be True, It Probably Is


The house flipping business is not just a big business for house flippers. The home business entrepreneur and personal development niches have also grabbed onto this growing industry. There are unlimited books, classes, conferences, and programs you can buy to teach you how to make millions flipping houses.
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House flipping isn’t the only kind of flipping you can do. Try car flipping, furniture flipping, domain name flipping, etc.









While most of these products probably contain some legitimate and valuable information, you need to be realistic. Any program that promises to make you a millionaire in a weekend is probably exaggerating. While there are such things as “no money down” deals, they are not as common as the “gurus” make it sound. Additionally, since the housing market fiasco in 2008, “no money down” deals are even harder to negotiate.


It is important to understand that house flipping is not easy. While the payoff can be significant, you are going to work hard for that money. This is not a “get rich quick” scheme, and it is not an investment that will practically run itself. You will need to be involved in the house and renovation process on a daily basis. You need to be willing to learn as you go and maintain flexibility to deal with problems as they arise. This business is not for the faint of heart.


Always Do Your Research


Once you have some experience flipping houses and you have a strong team working with you, you’ll start to make decisions faster and more confidently. However, when you are first starting out, it is important to do your own research. Research the market, research your contractors, and always understand your options come decision-making time. You don’t want to make yourself vulnerable to dishonest people or bad situations.


Crafting Achievable Goals


Your specific goals will vary depending on the house you are flipping. However, many professionals set a minimum dollar amount that they want to earn from their flip to make it worth their time. This guides them as they decide which houses to buy and in setting a budget for renovations. Your profit goal will be highly dependent on the market in which you choose to work. Higher-end housing markets can bring in $50,000 or more in profit. However, the financial risk is greater because the houses cost more and the expectations of potential buyers are higher. In lower-end markets, you can expect to make $10,000–$30,000 on flips; this is still a large range. It is important to understand the area you are working in as well as communicating with other house flippers working in your specific market to craft realistic and achievable goals.


Once you have a goal, you need to find a house with a sizeable difference between the asking price and the potential selling price so that your goal is achievable. For example, if your goal is to make $10,000 on a flip, you need to find a house that has a sizeable enough difference between the selling price and the potential asking price so that you can make the necessary renovations while maintaining a profit of $10,000.


If you find a house selling for $25,000 that needs roughly $15,000 in renovations, but the comparables in the area are selling for $55,000–$60,000—a $10,000 profit is a realistic goal. There is enough room for potential profit in this deal that even if your renovations go over budget, or you have to lower your asking price, you can still potentially earn $10,000 from the deal.
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As you gain experience flipping houses, you will learn what is referred to as “Napkin Math.” This is being able to quickly work out the potential profit of a flip on a napkin.









However, if you find a house selling for $25,000, but it needs $25,000 in renovations and the comparables in the area are selling for $55,000–$60,000, you’re going to be cutting it really close. If renovations go over or you have to lower the asking price to sell it, there is a clear possibility you’ll make far less profit or break even financially.


While breaking even may not sound terrible because you still get your money back, you need to consider what your time is worth. Breaking even means you made zero profit for all the time and energy you put into the project. Breaking even is only slightly better than losing money on the deal.


Where to Start


When setting your goals, start by seeing what is realistic for your area. Talk to other house flippers about how much they make on their flips. A realistic goal will depend on how much houses are selling for in the area and how cheaply you can find a house to flip. The profitability of an area is highly subjective and varies from one area to another. For this reason, you can’t create goals based on what the “gurus” say or what you learn in a “how to get rich quick flipping houses” course.


How to Achieve Your Goals


Once you set some realistic goals, you need to write out the actionable steps you will take to achieve those goals. Actually writing your goals down, as well as the steps you plan to take to achieve your goals, is very important. Writing goals down makes them more concrete. Placing your goals in a place where you can see them on a daily basis will keep you motivated and focused on achieving your goals.


The actionable steps you brainstorm to help you achieve your goals should include a reasonable expectation of how much money you can make flipping a house. You can also include how many houses you want to flip over the course of the next year or even the next six months. This will give you a rough estimate of how much you can expect to make flipping houses in a year. When deciding how many houses you want to flip in a year, you need to take into consideration how much time you will be able to devote to the houses. This will vary based on your other obligations.


Making a Business Plan


Although flipping houses differs from a normal business with a commercial location, inventory, and employees, it is still going to be a business for you. Having a business plan prepared ahead of time will help you to figure out all the details before putting any money on the line. Creating a business plan is your opportunity to really think through all the details of the business.


In the business plan, you will need to create a budget. The budget will vary depending on what house you buy and how much is needed in terms of renovations. However, you should include your total available budget as this will dictate how much you are able to invest in the first house. If you are still working on securing financing, you will need to do more research and adjust the proposed budget based on the house you find.
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Other than presenting to potential financiers and thinking out ideas, how is a business plan beneficial for house flipping?
A well-written business plan can help you deal with displacement. Whenever you do something in business, you don’t do something else. A business plan allows you to ensure you are spending your time on the tasks that are going to get you to your goals the fastest.
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