
 5 

 

Table of Contents 
 

Preface .........................................................................................................................................................................................4 

 

Introduction 

      Real Estate Investing Frenzy .................................................................................................................................................6 

 

Section I : Real Estate Concepts 
1.   Real Estate Investing: Making Money vs. Building Wealth ..................................................................................................7 

2.   Three Cornerstones of Real Estate Wealth ............................................................................................................................8 

            I.  Cash Flow....................................................................................................................................................................9 

           II.  Equity from Loan Payments......................................................................................................................................10 

          III. Appreciation...............................................................................................................................................................10 

3.    Understanding the Decision-Making Matrix ......................................................................................................................12 

            I.  Risk............................................................................................................................................................................13 

           II.  Return-on-Investment (ROI) .....................................................................................................................................14 

          III. Time and Effort..........................................................................................................................................................17 

4.  Leveraging ............................................................................................................................................................................18 

5.  Flipping vs. Speculating and Mortgage Fraud ......................................................................................................................19 

 

Section II : Cash Flow Analysis  
6.   Starting the Analysis Process...............................................................................................................................................22 

7.   Landlord's Cash Flow Analyzer® Software ........................................................................................................................23 

            I. Rental Income and Expenses ......................................................................................................................................23 

           II. Property Costs and Characteristics.............................................................................................................................25 

          III. Financing ...................................................................................................................................................................27 

          IV. Income Taxes.............................................................................................................................................................27 

 

Section III : Financial Ratios and Terms 

8.   Net Operating Income (NOI) ...............................................................................................................................................31 

9.   Present Value (PV) and Net Present Value (NPV) ..............................................................................................................32 

10. Internal Rate of Return (IRR) ..............................................................................................................................................34 

11. Modified Internal Rate of Return (MIRR) ...........................................................................................................................35 

12. Debt Coverage Ratio (DCR)................................................................................................................................................36 

13. Cash-on-Cash Return...........................................................................................................................................................37 

14. Cash-on-Cash Return with Equity Build-Up .......................................................................................................................37 

15. Capitalization Rate (Cap Rate) ............................................................................................................................................38 

16. Loan-to-Value Ratio (LVR).................................................................................................................................................40 

17  Gross Rent Multiplier (GRM)..............................................................................................................................................41 

 

Section IV : Sample Analyses 

18. Sample Analysis #1 .............................................................................................................................................................42 

19. Sample Analysis #2 .............................................................................................................................................................46 

20. Sample Analysis #3 .............................................................................................................................................................48 

21. Sample Analysis #4 .............................................................................................................................................................51 

 

Section V :  Real Estate Term Glossary....................................................................................................................54 

 

Section VI : Appendices ..................................................................................................................................................68 
Appendix 1: Input Data Sheets and Other Reports for Sample Analysis #1..............................................................................68 

Appendix 2: Input Data Sheet for Analysis #2 ..........................................................................................................................78 

Appendix 3: Input Data Sheet for Analysis #3 ..........................................................................................................................79 

Appendix 4: Input Data Sheet for Analysis #4 ..........................................................................................................................80 

Appendix 5: 2007 Individual Tax Tables ..................................................................................................................................83 

Appendix 6: Inspection Report ..................................................................................................................................................84 


