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What Is House Hacking?

House hacking means buying a property with multiple units, living in one unit, and renting out the
others. The rent from your tenants pays most or all of your mortgage payment.

The Result: You live almost for free while building wealth through real estate.

Why House Hacking Works So Well
The Math Is Simple
e Buy a duplex for $300,000
e Live in one side, rent the other for $1,500/month
* Your mortgage payment: $1,800/month
e Your housing cost after rent: Only S300/month
e Plus you're building equity in a $300,000 asset

Government Loans Make It Possible
* FHA loans: Only 3.5% down payment required

e VA loans: 0% down for qualified veterans
o USDA loans: 0% down in rural areas
e You can use rental income to help qualify for the loan

Types of House Hacking Properties
Multi-Unit Properties (Easiest Start)

e Duplex: Two separate units

e Triplex: Three units

* Fourplex: Four units (maximum for residential loans)

Single-Family House Hacking
o Basement apartment: Rent out finished basement

¢ Room rentals: Rent individual rooms to roommates
e ADU (Accessory Dwelling Unit): Small separate unit on property
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The 203(k) Conversion Strategy (Advanced)
e Buy single-family home that can be converted

e Use FHA 203(k) loan to buy and renovate at same time
e Convert to multi-unit property
e Only 3.5% down on total project cost

Step-by-Step: Your First House Hack
Step 1: Get Pre-Approved (2-4 weeks)

e Talk to lender about house hacking

e Explain you want to use rental income to qualify

e (et pre-approval letter for multi-unit properties

e Understand debt-to-income ratios with rental income

Step 2: Find the Right Property (1-6 months)
Look for duplexes, triplexes, fourplexes

Check zoning laws (make sure rentals are allowed)
Drive neighborhoods to understand rental demand
Run numbers on every property

Step 3: Analyze the Deal (Before making offers)
e Purchase price: S
Down payment needed:
Monthly mortgage payment: S__
Estimated rental income: S___
Your net housing cost: S

Step 4: Make Your Offer
o (ffer fair market value based on comparable sales

o Ask for seller concessions if market allows
e |nclude inspection contingency
e Plan for minor repairs and updates

Step 5: Close and Move In
Do final walkthrough

Close on the property
Move into the nicest unit
Start marketing the rental units
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Running the Numbers: What Makes a Good Deal

The 1% Rule (Quick Screen)
Monthly rent should equal at least 1% of purchase price.

e $300,000 purchase price = need $3,000/month total rent
e This is just a starting point, not a hard rule

Detailed Analysis

Monthly Income:
o Unitlrent:S___
o Unit2rent:S__
o Unit3rent:S___
e Total rental income:S___

Monthly Expenses:

e Mortgage payment (PITI):S____
Property management: S_____ (if you hire someone)
Maintenance allowance: S (budget 5-10% of rent)
Vacancy allowance: S___ (budget 5-10% of rent)
Total expenses: S___

Your Net Cost:
Total expenses minus rental income =S___

What to Look For
* Good deal: You live for under $500/month

e (Great deal: Tenants cover your entire mortgage
* [Exceptional deal: Property generates positive cash flow

Finding Your House Hack Property

Where to Look
e Online: Zillow, Realtor.com, MLS access through agent

* Drive neighborhoods: Look for "For Sale" signs
e Wholesalers: Investors who find deals
¢ Auctions: Foreclosure and estate sales
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What to Look For
e (ood neighborhoods where people want to live

Properties in decent condition (avoid major repairs at first)
Legal rental units(check zoning and permits)

Parking for multiple tenants

Separate utilities if possible

Red Flags to Avoid
e Properties that need major structural work

Areas where rentals aren't allowed
Properties with only one parking space
Homes with obvious code violations
Neighborhoods with high crime rates

Using FHA 203(k) Loans for House Hacking

What Is a 203(k) Loan?
Lets you buy and renovate with one loan

Only 3.5% down payment required
Can include up to $35,000 in renovations (standard 203k)
Perfect for creating rental units

Example: Converting Single-Family to Duplex
* Buy house for: $200,000
e Renovation budget: $50,000 (to add second unit)
o Jotal loan amount: $250,000
*  Down payment: $8,150 (3.5%)
e Result:Legal duplex worth $300,000+

The Process
1. Find property suitable for conversion

2. Get contractor bids for renovation work

3. Submit renovation plans with loan application

4. Close on property and start renovations

9. Lender releases renovation funds as work is completed
6. Move in and start renting additional units
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Managing Your House Hack

Tenant Screening (Critical for Success)
e (Credit check: Look for score 650+

Income verification: 3x rent in gross income

Employment verification: Stable job history

References: Previous landlords and employers

Background check: Criminal history

Setting Rent
e Research comparable rentals in your area

® Price slightly below marketfor quality tenants
e |nclude utilities or charge separately
e Consider pet deposits if you allow pets

Landlord Basics
o Written lease agreements for everything

Security deposits (follow local laws)
Regular maintenance keeps tenants happy
Quick responses to maintenance requests
Professional boundaries with tenants

Legal Requirements
* Fair housing laws: Cannot discriminate

 Local rental laws: Know tenant rights in your area
* Property inspections: Some cities require regular inspections
* Proper insurance: Landlord policy, not homeowner's

Common House Hacking Mistakes

Buying Mistakes
e Don't: Buy in areas that don't allow rentals

e Don't: Buy properties needing major repairs (for your first deal)
e Don't: Assume high rents without researching actual market rates
e Do: Buy in good neighborhoods where you'd want to live
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Financial Mistakes
e Don't: Forget to budget for vacancies and repairs

e Don't: Spend all your savings on down payment (keep emergency fund)
e Don't: Underestimate the time and effort required
e Do: Keep detailed records of all income and expenses

Tenant Mistakes
e Don't: Rent to friends or family

e Don't: Skip proper tenant screening
e Don't: Try to be the "nice" landlord who ignores problems
e Do: Treat this as a business, not a favor to tenants

Scaling Your House Hacking Success
After Your First Year

e You've met the occupancy requirement

e You can move to a second house hack property

e Keep the first property as a full rental

e Use equity from first property for next down payment

The Portfolio Building Strategy
e Year 1: Buy first duplex with FHA loan, live in one side
e Year 2: Move to second duplex, rent both sides of first property
e Year 3: Move to third property, now own three rental units
e (Continue: Build portfolio of rental properties

When to Hire Help
e Property management: When you own multiple properties or don't want tenant calls

e Maintenance: Build relationships with reliable contractors
e Accounting: Track expenses and depreciation for taxes
e |egal: Understand landlord-tenant laws in your area
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House Hacking Tax Benefits

Major Tax Advantages
o Depreciation: Deduct portion of property value each year
e Expenses: Deduct repairs, maintenance, management fees
e |nterest: Mortgage interest is deductible on rental portion
e Travel: Trips to property for management purposes

Keep Good Records

Separate accounts for rental income and expenses

Save all receipts for property-related expenses

Track mileage for property visits

Consider hiring accountant familiar with rental properties

Your House Hacking Timeline

Months 1-3: Preparation
Improve credit score if needed

Save money for down payment and reserves
Research neighborhoods and property types
Get pre-approved for multi-unit financing

Months 4-9: Property Search
e Work with agent familiar with investment properties

e Analyze deals using proper criteria
e Make offers on suitable properties
e (Complete inspections and financing

Month 10-12: Close and Stabilize
e (lose on your property

Move into your unit
Find and screen tenants for other units
Establish systems for rent collection and maintenance

Year 2 and Beyond: Scale
e ook for your next house hack property

Consider keeping first property as rental
Build relationships with other real estate investors
Continue learning about real estate investing
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Is House Hacking Right for You?
House Hacking Works Best If:
e You're okay living close to tenants
e You can handle basic landlord responsibilities
e You want to build long-term wealth through real estate
e You don't mind some loss of privacy

Consider Other Options If:
e You need complete privacy in your home

e You don't want any landlord responsibilities
e You move frequently for work
e You can't handle tenant-related stress

Getting Started Today
Your Next Steps:
1. Check your credit score and start improving it if needed
2. Research multi-unit properties in your area
3. Talk to a lender about house hacking loans
4. Find a real estate agent experienced with investment properties
5. Start analyzing deals using the criteria in this guide

Questions to Ask Lenders:
e "Can | use projected rental income to qualify for the loan?"

e "What's the minimum down payment for a duplex?"
e "Do you work with 203(k) renovation loans?"
e "What are the occupancy requirements?"

Questlons to Ask Real Estate Agents:
e "Have you worked with house hacking investors hefore?"

e "Do you know the zoning laws for rentals in this area?"
e “Can you help me find multi-unit properties?”
e "Do you understand investment property analysis?"
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House hacking is one of the best ways to get started in real estate investing. You get a place to live and an
investment property at the same time. Plus, you learn to be a landlord on a small scale before buying larger

rental properties.

The key is to start with a property that makes financial sense and in an area where you'd be comfortable living.
Take your time, do your research, and don't rush into a bad deal just to get started.

Legal Note: Always check local zoning laws and rental regulations before buying. Follow all landlord-tenant
laws in your area. This guide is for educational purposes only. Get professional advice for your specific

situation.
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