
BRRR 
Method

BUY: Acquire a rental property
 
REHAB: Fix up property
 
RENT: Rent property out
 
REFINANCE: It is much easier to finance with a
tenant than it is if the property was vacant.
Refinancing will allow you to take most or all of your
invested cash to buy more properties.
 
REPEAT: Once you have your money back, you
can repeat the process.
 



You buy a house for $100,000 and it needs around $15,000 worth of repair.
After repair value $155,000.
You refinance get a loan for $116,250.
The new loans pays off the first loan 

Buy a house for $130,000 requires $15,000 worth of repair.
After repair value: $155,000.
Refinanced loan $116,250.
New loan only covers SOME of the costs l still need $28,750 for the down
payment and repairs without considering the closing costs.

       Banks usually require  20% down payment when buying a rental property on
top of the cash you will need to rehab the property. It can get very expensive, but 
this strategy helps you get that money so that you can reinvest it.
 

Properties that work for the BRRRR Method:
 
    Finding a property that is priced well below market value, is the first step in the
BRRRR method. When you refinance a property the bank will usually only
refinance 75 % of the value. If you buy a property at full value and then try to
refinance it, you won’t get much money back out. If you get a great deal, you
could get most, all, or even more money back than you spent to buy and fix up the
property.
 
For Example:

 
      When you get a loan there will be additional cost like: closing costs that
consist of appraisals, origination points, lender fees, title fees, and closing fees.
You might not get all of your money back in this example, but it would be close. In
contrast, if you do not get a good deal, the method does not work as well.
 
For Example:

 



20 to 25 % down 
comparable interest rate
property cannot be in too bad of condition 

flexibility
limits on the number of mortgages

money that usually comes from people you know

FINANCING 
 

     This can be the tricky part.  You may actually have to finance the property twice.
Once when you buy it and once when you refinance it after making the repairs,
unless you have the cash to buy the property and repair. 

 
Conventional Loan:  

 
Local Bank Loan:

 
Hard Money:
Hard money lenders specialize in loaning to house flippers, but they can work for
rentals as well. The costs are much higher on hard money loans and the interest
rates are double what the bank loans will have. The nice thing about hard money
loans is that they will finance the repairs in some cases as well.
 
Private Money:

 
 
 

RAHABBING:
 

          Once you have bought the property you will need to repair it. A lot of
beginners like to repair properties themselves, but forget that time is money. It is
also not easy to fix up a house. If you think you are going to save $10,000 by
working a few weekends you will be sorely mistaken. In fact, one of the biggest
mistakes I made in my career was fixing up a house flip on my own. It took forever, I
did not know what I was doing, and it cost me so many opportunities because I was
always working on that house.



You cannot be soft on your tenants.
You must charge late fees no matter what the excuse is.
You must check on the properties often, I suggest doing routine inspections
every 3 months. Checking the smoke detectors and furnace filters every
quarter is a great excuse.
DO NOT be greedy when renting. You are better off charging a little less
and getting your pick of great tenants, than pushing the rent and settling for
whoever will agree to it.
You need to make sure you have a great lease and know the landlord/tenant
laws in your state. I suggest using Zillow Rental Manager.

      It's best to use a contractor, handyman, or subcontractors to make the
repairs on the home. It will save you money and time in the end. The longer it
takes to repair the house, the longer it is before you get money back from the
refinance and start collecting rent. 
 
 

RENTING:
 

 
*Get a Property Manager: they find tenants, collect rent, take care of
maintenance issues etc...
 
 

REFINANCING:
 

         Many banks will require a 6 month or a year-long seasoning period to
complete a cash-out refinance. This means they will not lend you more money
than the most recent appraisal or sale of the house, whichever is lower, within
their period.  
 



Lower cash flow on your rental because you have a larger
loan amount.
Financing cost on two loans.
Appraisal could come in low or you might not find a bank
to refinance.
Challenges with repairing and renting out..

Increased capital
Ability to buy more rentals because you have more capital
to invest with.
Higher returns because you have less money investing in
each property.
Having more properties means more tax benefits, more
equity from getting a good deal, more cash flow, more
appreciation, and more diversification.

Buying Rentals:
 
 

          Your rentals needs to have great cash flow. The more
money the rental makes every month, the more likely the banks
will be to keep lending to you. If you are having problems
finding banks that will refinance rental properties for you,
there are national rental property lenders. They have slightly
higher rates but can be easier to work with regarding debt to
income ratios, seasoning periods and other challenges.
 

Disadvantages

 
Advantage


