Welcome to the RCA Webinar:
Four Steps to Analyzing a Deal

* You will be placed on mute upon entering the Webinar.
e Durins o \WWebinar there will Q&A or iti
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COURSE OVERVIEW

e Review four basic steps to find a pulse on an

NOTE: There are many additional steps needed to fine tune each analysis.




ANALYSIS PARALYSIS

* Over analyzing a deal to prove that each part




NO INVESTMENT IS FOOLPROOF

* The only way to completely avoid risk is to not




USING THE WRONG STEPS
CREATES THE WRONG RESULTS







STEP 1: NET OPERATING INCOME
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» After all expenditures of operating an investment (not
including taxes or mortgage) have been deducted from

-




NET OPERATING INCOME

Potential Rental Income




CAP RATE AS A WAY OF

MEASURING AN INVESTMENT?

Is a Cap Rate complete?



CAP RATE s 02 viaRo

A Cap Rate does not take into account your debt service

CapRate=1/RxV
(IRV Formula)




SUGGESTIONS!

* Know the average % rate of operating expenses for each




QUESTIONS ON STEP 1

This is the time to ask questions by raising your hand in

the box below. We will not have time to return later.

Additional questions can be emailed to:
spideyrealestate@yahoo.com




STEP 2 - LOAN ANALYSIS

* You will need to know what type of loans are available




STEP 2 s 52 v i aro

* For our generic analysis we are going to




STEP 2502 viaRy

* Debt Service Coverage Ratio is the net operating income
divided by the annual debt service.




QUESTIONS ON STEP 2

This is the time to ask questions by raising your hand in

the box below. We will not have time to return later.

Additional questions can be emailed to:
spideyrealestate@yahoo.com




STEP 3: NOI / DCSR = ADS

This is the heart of the analysis. This will give you the
amount of income before ta r property is providing.

NOI of $50,000 / DSCR or 1.25% = $40,000, meaning
S40,000 is the max annual debt a NOI of $50,000 can
cover. If the NOI drops below $50,000, your DSCR will
change and increase the lenders risk of losing on the

iInvestment.




STEP 3 02y aRo

NOI of $50,000 / DSCR or 1.25% = $40,000




QUESTIONS ON STEP 3

This is the time to ask questions by raising your hand in

the box below. We will not have time to return later.

Additional questions can be emailed to:
spideyrealestate@yahoo.com




STEP 4: MAX LOAN AMOUNT

This step will also determine, based on what the

NOI / DSCR is, how much down payment will be needed

NOI= $50,000 DSCR=1.25%
ADS= $40,000

Max loan amount using 8% interest, fully amortized
over 25 yrs. is $431,838




STEP 4: MAX LOAN AMOUNT

e Based on a NOI of $50,000, with a DSCR of 1.25% a
max loan amount of $431,838 can be achieved. If the




CASH ON CASH RETURN (COC)

First year’s cash flow before tax (CFBT) / Initial Capital

What happens if you negotiate the asking price down?




ADVANCED METHOD

* Internal Rate of Return (IRR):
A rate of return earned on ec




ADVANCED METHOD

* Your amount down on a purchase price of $500,000
in the previous analysis, would be 568,161 vs. a




ADVANCED METHOD

Suggestion: You may want to use the HP10BII to complete this

advanced step.
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ADVANCED METHOD s 02y i oRro
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QUESTIONS ON STEP 4

This is the time to ask questions by raising your hand in

the box below. We will not have time to return later.

Additional questions can be emailed to:
spideyrealestate@yahoo.com




REVIEW

arket for a




REVIEW: STEPS 1 & 2

e Step 1 - The NOI (if real) should be $S67,500 based on a
9% cap rate.

$67,500 / 1.25% = $54,000 ADS




REVIEW C STEPS 3 & 4

e Step 3: S67,500 (NOI)
- S54,000 (ADS) = $4,500.00 a month




ANSWERS

You could look at the following to achieve 9% COC:
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ANSWERS

* By reducing the asking price to $735,000 or 2% a
COC of 9% can be achieved.




THANK YOU!!

We hope that you can join us again soon for
similar webinars or live classes on other




Win a S50 American Express

Gift Certificate

* Complete and submit the very briefsurvey that




THANK YOU!!

e National Association of REALTORS® and
REALTORS® Commercic




