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Introduction
Becoming a landlord can be a smart investment, especially in our current national climate. According to the National 

Multifamily Housing Council and the National Apartment Association, the number of Americans who rent their 

homes is at an all-time high. However, the current supply of apartments and rental homes isn’t keeping up with the 

demand. This gives investors the opportunity to meet the demand of buyers while also earning passive income for 

themselves.

If you’re an ambitious investor looking to diversify your investment portfolio and create an asset that grows in value 

over time, then a rental loan might be just what you need for your next real estate investment! Throughout this guide, 

we’ll elaborate on topics that include:

 •   What is a Rental Loan? 

 •   How to Qualify for a Rental Loan?

 •   What are the Different Types of Rental Properties?

 •   What are the Benefits of Rental Properties?

 •   What to Know Before Investing in Rental Properties

 •   What to Look for When Buying a Rental Property

 •   How to Make Money with Rentals?

 •   Financing Options and Investment Strategies
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What is a Rental Loan?
A rental loan is a type of loan that real estate investors will apply for when they are seeking financing on a long-

term buy-and-hold rental investment. Investors interested in having tenants will pursue a property that they can 

purchase and keep as a rental. Rental properties have many different advantages, such as, potential for earning 

monthly cash flow by having tenants, house appreciation, and gives investors the opportunity to expand their 

portfolio for future investments. According to Rent.com, over 44 million housing units in the U.S. are renter-

occupied, meaning there are plenty of opportunities for real estate investors.
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How To Qualify for a Rental Loan
Getting rental property financing is an important but often misunderstood step when investing in real estate. 
There are many requirements and details associated with getting a rental loan property that make it difficult to 
know where to begin. Luckily, however, the process becomes a lot simpler once it is clarified. 

Good Credit Score
The lower your credit score, the higher risk you are to lenders. A low credit score can also lead to higher interest 
rates and a shorter amortization schedule. Therefore, you must make it a priority to have and maintain a good 
credit score for a rental loan.

Low Debt-to-Income Ratio or Debt Service Coverage Ratio
In traditional financing, a low debt-to-income ratio is a tremendous strength on a file but it is common for larger investors 
who own several of these assets/properties to not always meet the traditional requirement on debt-to-income due to 
how they file their taxes with deductions, depreciation, expenses, etc.  Business purpose and non-traditional lenders 
look at a property-specific condition called debt service coverage ratio.  The higher the debt service coverage ratio, the 
better.  It is calculated by dividing the monthly rental income by the monthly housing expenses (principal and interest 
payments, taxes, insurance, etc as applicable).  Anything above 1.0 is typically acceptable.

Down Payment and Cash Reserve
While a rental property mortgage gives you the ability to borrow money to purchase a property you intend to rent 
out, you will likely need to make a considerable down payment.  Down payments on rental property mortgages are 
typically at least 20% of the purchase price and sometimes more.  You will likely also need to show cash reserves.  
The number of months can vary but reserves are calculated by the total amount of the principal and interest, 
taxes and insurance paid monthly for the loan/property.  Lenders want to ensure you have enough in “reserve” to 
cover the mortgage payment, taxes and insurance due if you have a disruption in the monthly rent you collect due 

to tenant issues, vacancy, or damage to the property.
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What Are The Different Types of Rental Properties?
Rental properties come in all shapes and sizes and can be found anywhere in the U.S. Below are the most popular 
types of rental properties:

Single-Family
Single-family homes house just one family and make up the bulk of the market. They are homes that are free-
standing residential buildings. Single-family homes are designed to be used as single-dwelling units, with one 
owner, no shared walls, and its own land. They are a hot commodity item for rental property owners to rehabilitate 
and make available.

Townhouses
A townhouse is a multi-floor home that shares one to two walls with adjacent properties but with its own entrances. 
These are great rentals and starter homes as they traditionally have less square footage and can be more affordable 
for anyone looking to get their first rental.

Condos
A condominium (also called a “condo”) is a large property complex comprised of individual units, and each unit is 
owned separately. While these are typically revered as the pinnacle of high society living, they can be found almost 
anywhere. Condos typically have added interest based on community property that is run and maintained by the 
condo management.

2-4 Unit Properties
A 2-4 unit property is a type of real estate that contains two to four separate living units within one building.
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What Are The Benefits of Rental Properties?
The great thing about real estate investment opportunities—particularly for those who have gotten a better handle 
on the process and have a few investments under their belt—is that they can open doors to everything from paying off 
debts to funding your children’s college funds to building a savings account. For investors who play their cards right, 
they can create steady revenue from rental income simultaneously while making improvements to the property and 
building equity. Here are some of the benefits of rental properties investors should consider:

Passive Income Stream
As a landlord, you get to choose how much to charge tenants and how to manage your property best. Of course, the 
rental price will depend on the location, current market valuation, and condition of your property, which you would 
have evaluated before committing to the purchase. According to Rent.com, “November 2022 median monthly rent 
rose to $2,007, up from $1,983 last month.”

Diversification 
Another important benefit of investing in rental property is the ability to easily diversify your investment portfolio, 
especially if you choose to purchase different properties in different areas.

Property Appreciation
Home prices in the U.S. have historically increased over the long term. As the Federal Reserve reports, “the median 
sale price of houses sold has increased by more than 52% over the past 15 years.”

Tax Benefits
Rental properties can access hefty deductions, such as interest deductions, repairs deductions, depreciation, 
and insurance premium deductions. This means that, as tax season comes around, landlords will be able to write 
off major repairs conducted within the year, interest from the existing mortgage, as well as flood, fire, and theft 
insurance.

Being in Charge
Investing in a rental property puts you in charge of pretty much everything. You’ll choose the kind of property you 

want, the tenants you work with, and how you manage your investment.
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What To Know Before Investing in Rental Properties
While owning rentals comes with significant financial freedom and other benefits, you can’t go in with your eyes 

closed. Below are some tips for success and best practices. 

Know Your Location
How much you’re going to earn from your rental property depends on where it is located. You don’t 

want to invest in an area that’s declining in value. When looking at locations, be sure you look out 

for market trends. Compare different locations to see where the prices are the most profitable. 

Research from the National Association of Realtors indicates that “nearly 80% of buyers believe that 

neighborhood quality is more important than square footage.”

Maintenance
As the landlord, you have leasing and maintenance responsibilities. That often includes getting 

things fixed now rather than later. If a furnace breaks down in the middle of winter, you cannot let 

your tenants freeze.  Property management can make or break the success of your rental. If you 

don’t manage your property well, you might end up having to sell it early or, even worse, losing it and 

becoming bankrupt.

Know Your Ideal Tenant
If you’re looking to have your rental property in a college town, students will often look for a small 

home or apartment that’s already furnished. Since their stay is only temporary, the overall quality 

of the property will matter less to them. On the other hand, families often already have their own 

furniture and will be keeping an eye out for certain amenities. The quality of the home will also play a 

much larger role since they will likely stay in one house for years at a time. 

Plan For Contingencies
There may be periods of time when you don’t have anyone renting your property or you may be 

responsible for expensive repairs to the property. In general, it’s best to keep at least two months’ 

worth of rental expenses available so that the financial impact of having a vacant property for a short 

period of time isn’t crippling.
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How To Make Money With Rentals
Understanding how to make money from rental properties is your key to building wealth and funding the lifestyle of 

your dreams. Whether you’re a new investor with a single rental home or a seasoned investor with an entire portfolio 

of rental properties, you can take advantage of these tips to increase your rental income.

Rent Out Fully Furnished Rooms
Furnished rentals are in high demand in markets that are experiencing large population growth 

from relocation. Rather than making two complete moves, it’s easier for them to store their 

possessions, move into a furnished apartment, then get their possessions out of storage once 

they’re ready to move into their new longer-term home. 

 

Additional Storage Space
There’s no such thing as enough storage space. We always accumulate as much stuff as we can 

store, and then we keep getting new stuff! Property owners can capitalize on this universal need 

by offering additional storage space. Unused basements, sheds, attics, crawlspaces, and common 

area closets can all be converted into usable storage space for your renters. 

Minimize Resident Turnover
Finding new renters costs you time and money. Between advertising the unit for rent, showing the 

space to prospective tenants, running credit checks, getting the unit in proper physical condition 

for your new renters, and any vacancy loss, high turnover can send your operating expenses 

through the roof. In addition to all the time and expense, new renters bring uncertainty. Will they 

pay rent on time? Will they take care of the unit and be courteous to the neighbors? You don’t want 

to have to replace good, reliable renters.

Reinvest Your Rental Income
To maximize your profit from rental property, increase your property portfolio. Once you learn how 

to make money from rental properties through your first rental, you can repeat the process with 

additional properties to increase your monthly cash flow and your net worth. 
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What To Look For When Buying A Rental Property
With renters and buyers becoming more willing to pay more than ever for a property, now is the time to consider 

looking for the right home to invest in. How do you decide on a property though? These are the top features to seek 

out for your next rental property.

Updated Roof
Although a good roof can last anywhere from thirty to over sixty years: it’s important to remember 

you’ll probably still see tons of homes with roofs needing to be replaced soon. This is an eight-to-

twenty-thousand-dollar investment you may have to pay if you buy a home with a shabby roof. 

High-Quality Floors
The floors, in turn, can quickly begin to show signs of age and wear and tear. If you have a cheap or 

accident-prone type of floor, you’ll quickly notice scuffs, scrapes, and cosmetic damage. If you have 

renters, this will be troublesome since you’ll need to repair between every renter.

Energy-Efficient Features
Energy-efficient features are an important part of any home. Not only is this a great selling point 

for renters and future home buyers, but it’s also a fantastic chance for you to ensure your property’s 

appliances won’t break the bank either. Walker Reid Strategies suggests the below to improve your 

property’s overall energy efficiency:

 • Install a programmable thermostat
 • Seal outlets and switches
 • Caulk and seal windows and doors
 

Low Maintenance
Look for low-project homes or properties built to last with good appliances in them. When buying, 

consider how much money you’d have to put into improvements, and then think about how long it 

would take for them to be paid off just by the rent alone. This will help you plan your financial situation.
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Financing Options and Investment Strategies
Loans for rental properties are easier to come by than you may think. The most common financing for rental 

properties is buying a property with no renovations needed and immediately begin to rent it out. Below are some 

other financing options and investment strategies to consider.

Fix & Hold: Buy, Renovate, and Rent
Real estate investors can also look into the fix-and-hold strategy. The fix-and-hold strategy begins similar to a fix-

and-flip. You find a property that needs to be fixed up and once you’ve finished making the necessary repairs, you 

can refinance it into a rental loan. In the end, you’ll end up getting longer-term financing that can help you use your 

property as a rental that can provide you with predictable cash flow as the asset appreciates over time.

Bridge Loan
Another strategy investors can look into is using a bridge loan for your rental property. Our bridge loan program 

offers flexible financing, competitive rates, fast financing, no pre-payment penalties, and allows your payments to 

be escrowed so that you’re not worried about cash flow. 

Rental Loan
When you choose an interest only loan, you only pay the interest each month meaning you keep more cash in your 

pocket that you can use for your next investment. New purchases, refinance and cash-out options are all available, 

with your choice of 30-year fixed and interest-only products. Temple View’s rental loan program provides you with 

the ability to close quickly by using a reliable and experienced lender as your financing partner.
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Temple View Capital Funding, LP (“Temple View”) offers nationwide private money loans for real estate investors. We 
provide innovative, industry-leading products, competitive rates, and creative financing solutions to meet investors’ 
unique real estate scenarios. Founded by entrepreneurs with more than 20 years of combined residential, mortgage, 
and real estate investment experience, Temple View has been at the forefront of innovative product development 
since its inception. 

Turn to Temple View for financing on your next real estate project and let our lending experts make your investment 
a success. Contact us today to get started.
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