
Residential Real 
Estate Investing



A Better Approach to the 
Home Buying Process
Are You Making the Biggest Financial Decision of Your Life Without Good Advice?

Congratulations. You are ready to buy or sell a 

new home or perhaps an investment property. 

You’ve put together your wish list of features 

and where you would like to look, but have you 

taken a hard look at the financial consequences 

of buying a property and what makes the most 

sense for your financial future including how 

taxes may affect your transaction?

A residential property is much more than a 

place to live. It is probably the biggest financial 

decision you will make. The commitments you 

make in purchasing a property will influence 

your lifestyle and your future options. Fall in 

love with the wrong house and you can lose 

more than just your down payment. 

Synergy offers a new approach to buying and 

selling real estate. An integrated approach 

that looks at its impact on your overall financial 

situation, goals and your real estate needs. This 

approach is overseen by our team of Certified 

Financial Planners (CFP), investment advisory 

representatives, engineers, and our professional 

real estate agents and Certified Commercial 

Investment Member (CCIM).   

Commercial Real Estate Investing   |    2synergy whitepaper



Commercial Real Estate Investing   |    3synergy whitepapers

INTRODUCTION 

Rethinking the Real Estate 
Investment Process
Buying or selling a home typically starts with  

the desire for a change and a call to a real 

estate agent. 

Based on your requirements, the agent is going 

to identify homes he or she feels are appropriate 

and start you on a round of visits to listings. 

Along the way you may apply with a mortgage 

company to prequalify for a loan to help 

establish how much home you can afford buy.  

In both the buying and loan process, your 

interests may be quite different from those of the 

Realtor or mortgage banker.  Both professionals 

are going to make the most money the more 

home you buy. Once the transaction closes, so 

does their responsibility to the buyer. They have 

no vested interest in making sure your home 

purchase is in your best interest or that it makes 

sense for your financial wellbeing. 

It was this conflict of interest between the 

real estate industry and buyers, that initially 

prompted the formation of Synergy as a sister 

company to Synergy Financial Management, 

LLC. A real estate license allows Realtors to 

bring willing buyers and sellers together and 

assist them with completing the transaction. 

Unless they are a certified financial planner or a 

registered investment adviser, however, they are 

not authorized to give investment and financial 

advice on potentially your biggest financial 

transaction.

We are registered investment advisors 

through Synergy Financial Management, 

LLC and licensed real estate brokers through 

Synergy. Our principal holds the Certified 

Financial Planner (CFP®) designation as well 

as certifications from other professional fields 

of study. We are in the unique position to offer 

both real estate and investment advice to help 

clients make sound home buying and selling 

decisions in the best interests of their long-term 

financial future.

In the following pages, we take a holistic 

approach to buying a new home; an approach 

that looks at its impact on your financial future 

as well as your desire to have a home that fits 

your lifestyle.  



Capitalizing on the Benefits 
of Home Ownership
There are many reasons to purchase a home beyond the satisfaction of having a place you can call 

your own. Studies show that homeowners tend to be happier than renters. In addition to being more 

satisfied with their own personal situation, homeowners also report better physical and psychological 

health than renters. 

WITH HOME OWNERSHIP YOU CAN:

1. Convert rent payments into mortgage payments.

2. Increase your net worth through appreciation in  
the value of the home.

3. Recover the cost of improvements in your home  
by an increased tax basis when it comes time to sell.

4. Use the leverage provided by mortgage financing  
to increase the benefit of appreciation. 

5. Shelter from taxes gains from a profitable  
sale of your home. 

ALLOWING YOU TO  build equity in the home over time as the mortgage 

is paid off.

Reduce your taxes by deducting interest on qualified home loans (up to 

$750,000 for couples or $375,000 if filing separately

Homeowners can shelter gains of up to $250,000 if single or 

$500,000 if married. Must have owned and lived in the house 

2 out of the past 5 years.
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The purchase of a home is often 

the biggest financial decision our 

clients will ever make. Falling 

in love with the wrong home, 

overleveraging the purchase of 

a new home, paying too much 

for financing, and dedicating too 

much family income to house 

payments can have a profound 

impact on a home buyer’s long-

term financial security. 

A home can also become a means of forced savings as payments and 

appreciation add to your equity in the property. For many people today, 

their homes are their largest single asset and a significant source of future 

retirement funding.  Through equity lending programs, home ownership can 

provide a source of emergency funds.

But like all investments, there can be no guarantee that buying a home will 

prove profitable. Location, location, location have long been the difference 

between a property gaining or falling in value. Real estate markets also 

cycle. Prices go up and down, sometimes slowly and other times quickly. 

Purchasing a home at the top of a price cycle can result in falling values 

and years before your home’s value recovers. Purchasing at the bottom of a 

cycle can be difficult if you are concerned that prices will continue falling but 

offers more opportunity for appreciation in a recovery.

Unlike securities, there is no good system for knowing the exact value of a 

house. Markets for buying and selling are generally illiquid and regional or 

local in nature. There are costs to sell a home, from the Realtor’s commission 

to improvements and closing costs, which can significantly impact 

profitability.

There is also the impact of the costs of home ownership on your ability to 

fund savings for retirement, college costs, vacations, and other financial goals.

To make certain homeownership is a benefit and not a money trap, it helps 

to start out with a clear idea of how buying a home will impact your lifestyle 

and your financial future.
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1.   Why are they interested in owning a home or investment 
property?

2.   How long do they anticipate holding the property?

3.   What are their present and long-term employment prospects?

4.    Is their job likely to require relocation in the near future? If so, 
what might the timing look like?

5.    When do they anticipate retiring and how will that impact their 
housing requirements?

6.   Are children planned?

7.    What are their financial goals? Are major investments coming 
up in the near future or the need for funding?

8.    What are their standard of living and spending habits?

Establish a Real Estate 
Investment Policy Statement
When you sit down with an investment professional to put together a strategy for your investment 

portfolio, the first step is typically an Investment Policy Statement. This statement includes the 

general rules for the portfolio, including suitable investments. It outlines the investment goals and 

objectives of a client and describes the strategies and limitations that the manager should employ 

to meet these objectives. Specific information on matters such as asset allocation, risk tolerance 

and liquidity requirements are included.

A Real Estate Investment Policy Statement (RIPS™) sets the parameters for a real estate purchase 

whether residential or a rental property investment. It begins much the same as an Investment 

Policy Statement with an evaluation of the prospective buyer’s financial situation – current savings, 

available funds for a down payment, income, existing debt, monthly expenses – and moves beyond 

the present day to the buyer’s goals. 
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The financial impact of renting versus buying is analyzed.  

Among the variables considered are:

Cash flow analysis

Tax planning

Appreciation 

Effects of leverage

 Market risk

Also considered are the buyer’s technical skills, temperament, and repair 

skills. Does a trouble-free property with curb appeal matter most or does 

the buyer prefer a “fixer-upper” where sweat equity will add to the value of 

the property? 
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Given this information, the RIPS™ establishes reasonable expectations, objectives, constraints, and 

guidelines in the purchase of real estate. This includes recommended down payment and loan 

amounts, and a preliminary estimate of ongoing monthly costs. 

Calculating the Cost of Real Estate Ownership

MONTHLY COST ANNUAL COST

Mortgage – principal and interest*

Mortgage insurance*

If down payment is less than 20% 

Real estate taxes*

Property insurance

Utilities

  Gas

  Electric

  Water

  Trash

  Sewer

  Telephone

  Cable/internet

Maintenance

Improvements

 * If you itemize deductions on Schedule A, you can also generally deduct mortgage interest, mortgage insurance 

and real estate taxes that you’ve paid on your property in the year that they’re paid to the taxing authority. For 2018 

to 2025, deduction of interest on qualified home loans is limited to a maximum of $750Kor couples or $375K if filing 

separately. Individuals can claim an itemized deduction of up to only $10K ($5K for married filing separately) for 

state and local property taxes and state and local income taxes (or sales taxes in lieu of income taxes).

The only costs that stay fixed over time are those for the mortgage principal and interest - if a fixed-

rate mortgage is used. Mortgage insurance can be eliminated as the buyer’s equity in the home 

increases. All other costs should be expected to increase over time.
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Customized Approach 
BETTER MEETS THE BUYER’S NEEDS 

The real estate industry’s “rules of thumb” are typically used to provide a starting point for maximum 

loan amounts for home financing. The RIPS™ evaluates whether these allocations make sense given 

the buyer’s overall financial situation and goals.  The recommended payment amount combined with 

funds for the down payment set the parameters for the prices of homes the buyer should consider.

Investment real estate has a separate set of parameters depending upon the property’s ability to 

generate income, typically through rents.  

Compensation Can  
Create Conflicts 
The compensation structure of the real estate industry is rife with conflicts when it comes to the 

buyer’s interests. Most Realtors are seller’s agents. Their responsibility is to maximize the selling 

price of the home for the seller and in the process, maximize their commission. Mortgage industry 

compensation is often tied to origination volumes. The more dollars the mortgage banker loans, the 

greater the profit to the firm and individual sales people. As a result, the typical advice to a buyer 

is simply to purchase as much home as they can afford. There is no consideration as to whether this 

makes sense for the buyer’s overall financial situation.

Synergy Financial Management, LLC and our real estate brokerage firm, Synergy have taken a 

distinctly different approach to the real estate decision, governed by our Code of Ethics.

The Company’s Code of Ethics (“Code”) has been adopted to promote and maintain the highest 

standard of personal and professional conduct in the real estate profession. All independent agents/

employees (agents) of the firm are expected to subscribe and adhere to the Code, which serves 

to assure public confidence in the Company and the services it offers. All agents of the firm will 

acknowledge, in writing, receipt of the Code and any amendments.

Industry Rules of Thumb for Mortgage Payments

MEDIUM CREDIT

Buyer can qualify for the lesser of 28% of gross income or 36% of gross income less 

fixed monthly expenses

GOOD CREDIT

Buyer can qualify for the lesser of 36% of gross income or 42% of gross income less 

fixed monthly expenses
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EACH AGENT SHALL

1. Always place the financial interests of the client first. Agents shall recommend only those 

transactions that are suitable for a client, based on that client’s particular circumstances and 

situation. If acting as a fiduciary, an agent has an affirmative duty of utmost good faith to 

act solely in the best interests of the client and to make full and fair disclosure of all material 

facts, particularly where the adviser’s interests may conflict with the clients.    

2. Disclose fully to clients the services provided and compensation received. All financial 

relationships, direct or indirect, or any potential conflicts of interest shall be fully disclosed 

on a timely basis. All client inquiries shall be answered promptly, completely, and truthfully.

3. Be subject to a review and monitoring procedure for personal real estate activities. Client 

transactions will always be given preference for execution and allocation on either sales or 

purchases. 

4. Maintain the confidentiality of all information entrusted by the client to the fullest extent 

permitted by law. 

5. Comply fully with all statutory and regulatory requirements affecting the delivery of real 

estate services to clients. 

6. Strive to establish and maintain excellence personally and among colleagues in all 

aspects of real estate services.

7. Maintain the highest standard of personal and professional conduct. 

8. Promptly report any violation of the Code to the firm’s broker.



PREPARATIONS FOR 

Purchasing Real Estate
1. Obtain a copy of your credit report from the three major credit unions — Transunion, Equifax 

and Experian. You are entitled to receive one free report each year or if you are refused credit at 

any time. Make certain three reports are accurate and dispute any erroneous information. This, 

combined with your credit score, influences the approval of your loan application and interest rate.

2. Select a professional Realtor with whom you are comfortable working and whom you feel has the 

knowledge and experience to meet your needs. Most real estate agents sell only four to six homes 

a year. Few have experience with commercial or investment real estate purchases. While you may 

get more personalized service from those individuals, their practical experience can be limited.

Order your free annual credit reports online at www.annualcreditreport.com, by 

calling 877-322-8228, or by completing the Annual Credit Report Request Form 

(available on line at www.annualcreditreport.com) and mailing it to: Annual Credit 

Report Request Service, P.O. Box 105281, Atlanta, GA 30348-5281.
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CCIM
CERTIFIED COMMERCIAL INVESTMENT MEMBER

Has completed advanced coursework in financial  
and market analysis, and demonstrated extensive  
experience in the commercial real estate industry. 

CRS
CERTIFIED RESIDENTIAL SPECIALIST

Awarded to experienced REALTORS® who complete 

advanced training in listing and selling experience,  
and integrity.

CRB
CERTIFIED REAL ESTATE BROKERAGE MANAGER 

This certification is geared toward real estate 

managing broker professionals to increase their level 

of industry knowledge and their firm’s profitability.

CRE 
COUNSELOR OF REAL ESTATE

Individuals recognized by their peers and clients  

for their high-level knowledge, experience, and 

integrity.

CIPS
CERTIFIED INTERNATIONAL PROPERTY SPECIALIST

The designee has successfully completed an intensive 
program of study focusing on critical aspects of 
transnational transactions, including currency and 
exchange rate issues, cross-cultural relationships,  
regional market conditions, investment performance,  
tax issues, and more.

MRP
MILITARY RELOCATION PROFESSIONAL

Several designations in the real estate profession indicate advanced training and knowledge:

http://annualcreditreport.com
http://annualcreditreport.com


3. Shop real estate lenders and compare rates, terms, and types of mortgages. 

Your agent will suggest sources and techniques of financing for you, but don’t 

hesitate to shop other lenders. When you find a lender you like, find out how you can 

prequalify or get pre-approval on a loan. This will give you an estimate of how much 

you can borrow and can give you priority over other buyers because the seller will 

know you have the capacity to purchase the property. 

CONVENTIONAL FIXED RATE 

   Low risk

   10 to 40-year terms

   Interest rate doesn’t change

   Larger down payment (compared to 
government mortgages) may be required

   Payment remains the same

ADJUSTABLE RATE (ARM)

   Higher risk

   Initial interest rate often lower than 
conventional fixed rate mortgage

   Interest rate may go up or down

   Interest rate usually adjusted annually

   Rate adjustments may be  
limited by cap(s)

   Payment caps can result in negative 
amortization in periods of rising  
interest ratesHYBRID ADJUSTABLE RATE (ARM)

   Higher risk

   Initial interest rate often lower than  
 conventional fixed rate mortgage

   Fixed term for 1-10 years,  
then becomes a 1-year ARM

   May have option to convert to a fixed rate  
 mortgage before becoming a 1-year ARM

   Interest rate may go up or down

   Rate adjustments may be limited by cap(s)

   Payment caps can result in negative 
amortization in periods of rising  
interest rates

JUMBO LOANS

   For 2018, any loan over $453,100 or 

$679,650 in high-cost areas ($679,650 or 

$1,019,475 in Alaska, Guam, Hawaii, and 

the U.S. Virgin Islands) for a single-family 

home or condo

   Size of loan increases lender’s risk, so 
interest rates are generally higher than for 
conventional fixed rate mortgages

Popular types of mortgages include:
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To apply for financing, you will need:

The name and address of your bank, your account numbers,  
and statements for the past three months

Investment statements for the past three months

Pay stubs, W2 withholding forms, or other proof of  
employment and income

Balance sheets and tax returns, if you’re self-employed 

Information on consumer debt (account numbers and amounts due)

Divorce settlement papers, if applicable

You’ll sign authorizations that allow the lender to verify your income and bank accounts, and to 

obtain a copy of your credit report. If you’ve already made an offer on a house or condo, you’ll need 

to give the lender a purchase contract and a receipt for any good faith deposit that you might have 

given the seller.
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Finding the  
Right Property
Before you begin looking at houses, review with your Realtor the features that you want your property 

to have and make the buying process as targeted as possible. These features might include:

Home price range and potential for appreciation

Location or neighborhood

Quality of construction, age, and condition of the property

Style of home and lot size

Number of bedrooms and bathrooms

Quality of local schools

Crime level of the area

Property taxes

Proximity to shopping, schools, and work

Remember that facts such as age, construction materials, location, security devices and fire protection 

systems, and proximity to the fire department will influence future insurance costs.  Newer homes 

are built according to stricter building codes, and the electrical, heating, and plumbing systems are 

likely to be in good shape, reducing the risk of fire and water damage. Brick homes are more fire-

resistant than wood frame homes. Discounts may also be available for weather-resistant features such 

as hurricane shutters or impact-resistant roofs. Insurance premiums are likely to be higher for homes 

located near the coast or in areas at high risk for a natural or weather-related disaster. Floods and 

earthquake damage are not covered by a standard homeowner’s insurance policy. Separate insurance 

will need to be purchased to cover these risks.
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Appreciation  
Potential Is Critical
In addition to putting a roof over your head, 

the most important concern when purchasing 

a personal home or an investment property 

should be its present value and potential for 

appreciation – i.e. increased resale value. 

In the analysis of properties, as with all 

investments, valuation is a key concern. Real 

estate offers a new complication, however, in 

that property values are not fixed, but rather 

unique to each property based on three main 

determinants: Demand, Supply, and the Property.

DEMAND stems from a market area’s economic 

base. Property values follow an upward path 

when employment is increasing and typically fall 

when employers begin to lay off workers. For 

some properties, the area of greatest concern 

consists of a few blocks. For others, an area of 

hundreds of square miles serves as the relevant 

market area.  Population demographics and 

psychographics (emotional dispositions) are 

also key elements of demand.  

SUPPLY is the competition for buyers from 

similar properties. The more properties on the 

market (per buyers or sellers), the lower the 

value becomes. The fewer desirable properties 

on the market, the higher value becomes. 

PROPERTY itself is a key valuation factor. 

Location, location, location is critical. A great 

property in a poor location will lag market 

prices. This can be a positive for a buyer who is 

looking for depressed properties in areas that 

appear slated for rebirth, but a poor location 

typically means lost opportunities for profit for 

sellers and more difficulty eventually selling the 

property. The quality and attractiveness of the 

property, improvements made and efficiency 

of use, along with few restrictions on the use of 

the property typically impact market value.

In addition to the features of the property, you 

need to consider the community. If the property 

is in a subdivision subject to a Declaration 

of Restrictive Covenants that include a 

homeowners’ association then the property 

is subject to mandatory membership. Before 

purchasing, you need to review the association’s 

bylaws and covenants, architectural control 

guidelines, and financial condition of the 

association. It can also be useful to look at the 

legal history of the association. Are lawsuits 

common? If you have issues with any of the 

homeowners association’s requirements or 

structure, do not complete the sale. There is 

always another property.

Your real estate professional can help by 

providing a comprehensive analysis of the 

areas in which you are interested. This includes 

average sale prices over the past eight years 

and the trend of price change. This can give 

you a sense of the appreciation you might be 

able to achieve based on how long you plan 

to own the house, how well you maintain the 

property and any upgrades you decide to 

make to the property. Several factors outside 

your control may also influence the value of 

your property, however, including the real 

estate cycle as well as a multitude of economic, 

political, and environmental changes.  

The investment caution that past performance 

is not an indication of future return very 

much applies to real estate investments. As 

with all investments, to limit risk you need to 

understand the investment and factors that 

could adversely affect it. 

Your Real Estate Investment Policy Statement 

helps provide price, payment and purchase 

parameters that guide the selection of your new 

home in the context of your overall financial 

situation. 
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Closing the Purchase
WHAT TO EXPECT

The purchase process has four basic steps

    The Purchase and Sale Agreement (the offer)

    The Acceptance

    The Inspection

    The Closing

Once a property is selected, negotiation begins through the purchase and sale agreement or the formal 

offer contract. This document outlines the terms of the offer including price, earnest money amount, and 

closing date. An experienced real estate professional who understand the market area is invaluable in 

helping you make a reasonable offer considering current market conditions and the property.

Once agreement is reached between the buyer and seller, a mutually accepted contract will be 

completed and sent to escrow, and the buyer will be required to deposit their earnest money. 

Final financing is arranged 

including a professional 

appraisal of the property.

A formal home / property Inspection 

is conducted by a licensed home 

inspector typically hired by the buyer, 

to protect the buyer’s interest and 

assure there are no costly surprises 

after the purchase closes. An 

acceptable inspection should always 

be a condition of the purchase offer 

and a point at which the purchase 

can be canceled without penalty if 

significant issues are found.

The title company researches the 

property to assure that a clean 

deed is available and there are no 

encumbrances, liens or undisclosed 

easements against the property. 

Title insurance is typically required 

to provide the buyer with recourse 

should there be a problem with 

ownership of the property. 

A number of other stages now begin
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After due diligence is completed, the buyer and their selling 

broker formulate a response to fulfill contingency requirements. 

POSSIBLE NEXT STEPS:

1. Approve and move forward with  
original offer

2. Withdraw and cancel the entire offer. 
This must be within the terms of the accepted contract for the 

potential buyer to receive a refund of the escrow deposition.

3. Counter offer. 
The counter could include a price reduction, request for 

repairs or improvements, a seller credit to pay for some issue 

found in the property or any combination of the above.

Given negotiations are successful, a final walk through of the 

property is held prior to closing to confirm that any repairs 

required as a result of the inspection have been made, and that 

there has been no damage to the property or removal of items 

included in the sale. 
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Selling Your Home
Buying a new home is the first half of your 

real estate decision. The second half is 

successfully selling your home and either 

reinvesting the proceeds or liquidating your 

ownership in the most tax-efficient manner 

possible. Knowing when you will need 

the equity you are building through home 

ownership helps make that process more 

efficient.

Until 1997, the IRS required homeowners 

to reinvest all profits into another primary 

residence to avoid capital gains taxes when 

selling their homes. Sellers over age 55 

could take a one-time $125,000 profit tax 

exemption, regardless of their use of the 

funds. 

The Taxpayer Relief Act of 1997 changed 

the rules. Homeowners are now allowed to 

earn up to $250,000 profit ($500,000 if a 

married couple filling a joint return sells their 

home) without having any capital gains tax 

liability.  There is no limit on the number of 

times you use the $250,000 (or $500,000) tax 

exemption. 

This tax benefit applies only to your 

primary residence. Second homes and 

rental properties do not qualify for this tax 

benefit. You must have lived in the home for 

a minimum of two out of the last five years 

immediately preceding the date of the sale. 

The two years don’t have to be consecutive, 

however, you cannot have excluded the gain 

on another home in the last two-year period.

When it’s time to sell your home and move 

on, the real estate team at Synergy assists 

you in developing a sales strategy, assuring 

that capital gains can be deferred up to the 

IRS limits and that your home sells at a high, 

competitive value based on its condition and 

unique selling features and market conditions.  

When you are ready to make your move, we 

are ready to help.
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TO SUMMARIZE THE PROCESS:

Synergy Financial Management, together with our real estate brokerage firm Synergy, 

helps buyers and sellers:

1.  Set objectives, goals and constraints

2.  Analyze important features of real estate   
  investment options

3.  Gather determinants of value

4.  Perform analysis

5.  Implement your decision.

206.386.5455   |   synergyrealestatepro.com

Please contact us with any questions you have on your 

investment or commercial real estate needs, and we will 

help develop and implement your investment strategy. 

As always, we appreciate the opportunity to work with  

you, and value you as a client.
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