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With 44 million Americans renting single-family homes in 2019 and predictions for an 
increase in renters of over 20% between now and 2040, the reasons to invest in rental 
properties are many. 

At the same time, getting into the world of real estate investment requires an up-front 
awareness of the potential downsides. You may need to pay for improvements or repairs to 
your property. And while rentals can produce a steady cash flow, a tenant who doesn’t pay 
rent or requires eviction can be a hassle as well as a significant drain on potential profits 
and returns. 

Still, as part of a healthy overall investment strategy, a good investment property has a 
number of benefits, including a form of steady income. Kelly Property Expert outlines some 
key steps below.  
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Put Financing in Place 

Unless you’re paying cash for your property, you need to secure financing as a first step. 
Unlike financing a home, financing a rental property requires having a credit score of at 
least 660, although a score of 740 or more is ideal. You need a down payment of at least 
20%, and the lender is likely to ask for documents, such as tax returns, bank statements, 
and proof of income. Additionally, some lenders may ask that you set aside six months of 
mortgage payments if your income is irregular, particularly when you're looking to finance 
multiple properties. 

There are a variety of loans to consider when it comes to financing, but the most common is 
a conventional loan. Fortunately, these tend to come with a range of down payment 
options, and you can choose either a fixed or adjustable-rate mortgage. Right now, 30 year 
fixed mortgage rates are at a minimum of around 5.124%, a 20 year is at a minimum  
around 4.625% and a 15 year runs about 4.249% at a minimum. Rates are subject to 
change daily and are expected to increase more the later part of 2022, so make sure to lock 
in your rate as soon as you can.  

Choosing Homeowners Insurance 
 
Homeowners insurance is important for anyone who owns a home, but it is especially 
important for those who live in hurricane-prone areas like Florida. There are a few things 
to keep in mind when choosing homeowners insurance for your Florida property. Firstly, 
homeowners insurance does NOT include flood insurance, so you’ll need a separate policy 
for that. Second, insurance rates in Florida tend to be the highest in the country because of 
the extreme weather events, and right now the average policy costs $1,960. Because of the 
high price, finding the best insurance rates with the best type of coverage is crucial.  

Analyzing ROI 

Return on investment is a criterion used by investors to help them analyze how profitable a 
property might be. To calculate the ROI:  

• Figure out annual cash flow by subtracting operating expenses, such as any mortgage 
payments and operating expenses, from rental income. 

• Divide the before-tax cash flow by total investment.  

Finding the Right Property 

A number of factors are involved in choosing the right property. The best process is to 
gather enough pertinent data about an area to determine its long-term viability for renters. 
This includes information about: 

• Rent prices 

• Neighborhood school safety and quality rankings 

• Home value fluctuations over time 

• Property taxes 
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• Population growth 

• Job growth 

• Number of renter-occupied households 

Once you’ve identified your location and financing is in place, you need to see what repairs 
or improvements can be made to attract renters and justify a certain rent price. While 
improvements can be costly, you can save money by making small changes that leave a big 
impact, such as freshening up your home’s exterior with some plants and flowers or a fresh 
coat of paint. You can save further by working with landscape design services, searching 
local job boards, and narrowing down by cost in relation to reviews to locate one. 

It’s important to understand the ins and outs of short-term and long-term renting. If you 
are not interested in the day-to-day obligations of property management, trust the experts 
at a property management service to take the reins.   

Real Estate Investing Is Long-Term Investing 

Despite some downsides, buying your first investment property can be a smart way of 
investing, especially over time. By securing financing, choosing the right homeowners 
insurance, understanding your ROI, and selecting the right property, you are well on your 
way to a successful first-time investment property experience. And when you’re ready to 
start looking at properties, real estate expert Mary Kelly is prepared to help you find the 
perfect investment opportunity.  
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