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Private Money: No Limits
A good idea plus capable men cannot fail; it is better than money in the bank. - John Berry

“The right tool for the right job.” It's as true for real-estate investment as it is for construction. And
one of the handiest items in my investment toolbox is a first-rate string of private lenders.

Why are private lenders so important to my business? For the same reason they should be
important to yours: using private lenders gives me the flexibility and the speed to grab up deals
other investors have to pass on.

Here are just some of the good reasons to use private money:

B Having private lenders allows you to close quickly. If | had to close on a house today | could
have a certified check for $25,000 within two hours. Why? Because | have private
investors ready, waiting, willing and able to send me a check at my call. If | didn’t do that,
I’d have to pass on a lot of deals because | wouldn’t be able to find the money fast enough.
Even if you've got bank financing lined up, you can’t close as quickly as you can with a
private lender.

B You can buy houses that the banks aren’t willing to finance. A tight credit market can make
it tough to get loans. But that’s not what | mean here. If a house needs a lot of repairs,
banks will not lend on it. Let’s face it, banks are picky! Recently one of my buyers was
rejected for a bank loan on one of my houses because the house didn’t have carpeting. |
had to go put carpet in it so we could close. A private lender doesn’t have to operate by the
same narrow policies.

B You will not survive the cash-flow game if you use your own money. Like it or not, it takes
money to make money. If you depend on using your own money, sooner or later you're
going to run out. You never need to run out of private lenders!

B You can make all-cash offers more readily if you have private money. And that means you
can get the houses at a huge discount. You can say: “Look, I'll pay you cash and I'll close
quickly, but here’s my cash price. Take it or leave it.” And your competitor? He comes to
the same seller, saying: “I'll buy your house, but | want you to do owner financing. And let's
spread it out over five years. I'll give you cash some now and some later.” Which investor
do you think is going to get the deal? | am, because I've got cash in hand!




B Exit strategies will be much quicker and more profitable, because you can make better
offers. If you can buy a house subject to the existing financing and only bring $10,000 to
the table, you’ll have your choice of exit strategies. It's not your money, so you don’t have
to get out of the deal as quickly. You can hold on to it for a month or for twelve months. It
doesn’t matter, because it's not your money.

B You can negotiate more flexible terms with private lenders. You'll pay less than you will if
you borrow from a bank or other money lender. You can negotiate simple interest instead
of compound interest, or you can make one payment at the end instead of paying every
month. And you can negotiate the amount of time you have the money.

B You can take on more loans if you borrow from private lenders. If you use bank financing,
at some point you'll be told you’re maxed out and you can’t take out any more loans. And
that limits your income. With private lenders, you don’t have that limit.

B You avoid closing costs by using private lenders. Have you ever seen a HUD statement
from a person that got conventional financing? The fees on that HUD statement are
astronomical. When | do a subject-to loan with a private investor, my average closing costs
are about $1,100 regardless of the size of the loan. All I'm paying for is my attorney, some
recording fees, and title insurance. That’s it!

B No credit report is required with private loans. Even better, not one of these loans shows up
on your credit. And that means you can buy higher-priced homes, and more of them.
Meanwhile, your credit becomes squeaky clean, which helps you in other parts of your life.
| buy ten or more pretty houses every month. None of them are on my credit. | could buy a
hundred a month if | had that many houses coming at me, and if | had the funds available.

What happens if you don’t use private lenders? Well, then, you're stuck with the amount of money
that you have. And sooner or later, | promise you, you’ll run out of money. You’ll have to pass on
a lot of good deals, because you don’t have the money. Ask me how | know! | know because |
struggled with cash flow before | figured out the whole private lending strategy.

If you don’t use private lenders, you’ll probably use cash-out revenues or lease-option down
payments to fund your renovations or your new purchases. That means you're taking your
revenue and funneling it right back out as an expense. So what'’s left in the middle? Nothing! Is
that why you want to go into this business, to create a hobby? | don’t think so! Line up your
lenders now, so you can take advantage of those good deals when you find them.
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Don DeRosa was recognized as one of the nation’s top 21 real estate investors in the New York Times
bestseller The Millionaire Real Estate Investor. Don, who is a full-time investor, trainer, and mentor,
offers a complete system to build and run a thriving real estate business. For more information on Building
Wealth with Real Estate, visit www.donderosa.com.

Summary: Private lenders are important to successful real-estate investors. Private lenders allow
you to buy more homes for less money. They reduce your risk, increase your flexibility, and give
you a substantial edge over your creditors. Line up private lenders in advance, so you'll have the
money when you need it.
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