
The Ultimate Guide
to Buying a Duplex



The first step  ...
in buying a duplex is to define

your goals and understand the

different opportunities available

for real estate investors. 

Reduced or Free "Rent"

Building Wealth

STEP  1  -  CHOOSE  YOUR  GOAL  AND  DEF INE  YOUR  V IS ION

One of the top reasons why people purchase duplexes, triplexes, and fourplexes is

because they want to lower or eliminate their mortgage payment. If you buy a multi-

family home and have tenants or roommates, chances are you will drastically lower

your monthly living expenses.

 

Not everyone wants to build a real estate empire or portfolio, some people want the

flexibility associated with having somebody else pay their mortgage payment.

 
With a duplex, someone else is paying your mortgage.

Duplexes (owner-occupied or investment) are a significant first step in building wealth.

You can access and leverage financing programs such as FHA, VA, and conventional

mortgages with as low as 3.5% down and 0% down for VA loans.

 

When you purchase a duplex as an owner-occupied property and fulfill the legal

requirements of living in the home for at least one year you can rinse and repeat this

process with a second owner-occupied rental property.

 

A duplex can be the first rung on the ladder of some serious real estate wealth building.

 

 



What About My Dream Home?

Fixer-Uppers and Rehabs

STEP  1  -  CHOOSE  YOUR  GOAL  AND  DEF INE  YOUR  V IS ION

Not everyone wants to live in a duplex forever, but if you start with a duplex as your

starter home you can use the positive cash flow from the rental income to finance

your future dream home. 

 

One year of owner-occupying a duplex, and you could be well on your way to helping

finance the mortgage of their dream home. 

 

A popular option in the real estate investing community, the BRRRR strategy stands

for Buy, Rehab, Refinance, Rent, and Repeat.

 

You can read about the BRRR method  here, which can be a fantastic method for

acquiring properties that need renovating before renting them out for positive cash

flow. Each renovation has its own set of challenges and complexities. Many duplexes

in the Twin Cities were built in the mid to early 20th century and can become

stunning properties that become desirable rentals once remodeled.  

 

Purchasing BRRRR properties can help increase your monthly cash flow.

 

Building a Rental Portfolio
Real estate investing can be a great way to make a living and become an equally

powerful wealth-building machine when executed properly.

 

Duplexes are one of the most accessible real estate investments. If your goal is to

build a real estate portfolio, 2-4 unit properties can be the perfect starting point

before jumping into larger multi-family housing/apartments or syndications.   

 

In addition to rental income and potential appreciation, real estate provides tax

benefits not available to other investment classes. These include depreciation, write-

offs, and 1031 exchanges. Talk with your tax advisor about these benefits.



Single-Family vs.
Multi-Family
The more doors a real estate

investment has the higher

return and the higher the risk.

Single Family Homes 

Duplexes

STEP  2  -  EDUCATE  YOURSELF

The most common residential real estate transaction. Most people are not interested

in owning rental real estate, but if you’ve gotten this far, you’re not most people!

Reasons to choose a single-family home over multi-family: need additional square

footage, school district and lifestyle.

Up/Down or Side by Side, these properties have two units that share a common wall

but are not a condo or townhome. They are the most popular and most common

investment.

Triplexes

Three units on one lot that shares common walls. A rare unicorn, however, some

duplex basements (and a few attics) could be converted into another unit to create a

triplex. The Upcoming Minneapolis 2040 plan allows for a triplex on every lot in the

city. 

Fourplexes
Four units on one lot sharing common walls. The ultimate house hack! Four units on

the same property that you can finance with a residential loan. Less than 60

fourplexes sold in the Twin Cities in 2019, but if you are patient, we can help you

snag one.



Renting out space while living on the property, also known as housing hacking, is not

a new idea. Roommates, duplexes, and mother-in-law suites have been around

forever and are all considered different forms of house hacking.

 

House hacking is having your roommates or tenants pay your mortgage by paying

you rent. 

Owner-occupying means that you live in the investment property you purchased.

Everything else is strictly considered an investment property and will need to put

anywhere from 20%-30% down. 

 

Once you have maximized the number of homes you can buy with residential

financing or decide you no longer want to move, you will also need to put down 25%.

STEP  2  -  EDUCATE  YOURSELF

House Hacking

Owner-Occupied vs. Investment



Every mortgage lender can
finance a duplex, however,
if you plan to build a rental

portfolio, it is a good idea to find an

investor-friendly real estate lender

FHA Loans

Conventional Loans

STEP  3  -  F INANC ING  A  PROPERTY

The government has an agency called the federal housing administration that assists

banks with making loans with low down payment requirements. When you put less

money down, there’s a higher risk for the lender that you’re working with since there

is very little equity in the property. FHA loans require down payments as low as 3.5%

and are only available to owner-occupant buyers. 

 

Since these loans are higher risk, FHA requires all borrowers to have mortgage

insurance. It's important to remember that mortgage insurance adds to your monthly

payment and ultimately reduces your cash flow.

 

Down payments on conventional loans range from 5%-25% down. You can apply for

conventional loans through a bank, credit union, or other lenders. Current interest rates

are historically low and a fixed rate. If you can put down a larger down payment, you

will eliminate paying for private mortgage insurance (PMI).  

 

It’s important to be pre-qualified by a lender before you start searching. Sellers and

listing agents require offers to be submitted with a pre-approval letter to show you

are a serious buyer. Here are the most common ways to finance a property:



FHA 203k Loans

STEP  3  -F INANC ING  A  PROPERTY

Qualified veterans are eligible for VA financing that requires 0% down along with low
closing costs and no private mortgage insurance (PMI). These loans can be used for
multi-family properties if you are planning to owner-occupy for at least one year. 

Also known as FHA construction loans. A 203k loan serves two purposes: home

purchase and home renovation. There are strict requirements, and you will want to

work with a lender that understands the 203K or home renovation loan programs.

 

203k loans and renovation loans allow you to borrow at the total value of the end

project so you can fix up a property.

VA Loans

Hard Money
Short-term bridge loans used by experienced real estate professionals who are

typically flipping or rehabbing a property.  Funding  a hard money loan takes far less

time than traditional mortgage financing so these funds are treated like cash. Hard

money loans have high fees and interest rates and based on the value of the property

vs. the creditworthiness of the borrower. 

How much can I qualify for?
Each buyer's circumstances are different. However, when you purchase a multi-

family property, you’ll be able to use the projected rental income it is expected

to generate as part of your income.

 

Buying a multi-family property means that you would likely be approved for a

higher amount when compared to a single-family home.

 

https://www.benefits.va.gov/homeloans/


Making an Offer

STEP  4  -  THE  BUY ING  PROCESS

Once you’ve been pre-approved and decide on which realtor you want to work with,
you’re ready to start searching. At the beginning of your search, you may need to
tour more properties than is necessary to figure out what you like. As you walk
through more properties, your list of criteria will start to become more apparent.
 
Multi-family criteria to consider includes location, type, financials/income of the
property, amount of deferred maintenance, and age of the property. Once you have
narrowed down your search, you will be able to evaluate properties more quickly
once they hit the MLS. 

You’ve found the perfect property… now it’s time to make an offer! Surprisingly, this

is where most people get stuck. Even if you’ve read every real estate book and

listened to every real estate podcast, you can get cold feet when it’s time to take

action.

 

We understand how scary it is to purchase your first rental property. Although we

cannot predict the future, there is never a better time than the present to get started

in real estate investing.

Searching for Properties

Analyzing a Deal
Here are a few common ways to analyze a deal:

 

1% Rule: Do current rents equal 1% of the purchase price? A $200,000 duplex should

at least provide $2000/month in rental income.  In the current market, you may need

to get creative to find properties that meet this rule. (i.e., raising rents, adding

bedrooms, adding a unit, charging for garage spaces)

 

Net Operating Income: Gross operating income subtracted by operating expenses.

Calculated monthly or annually. Does the rent cover your bills? By how much?

 

Cash on Cash Return: Net operating income/cash invested (down payment)

 



Letter to the Seller

STEP  4  -  THE  BUY ING  PROCESS

It may sound cheesy, but sellers love these. While it may not make up for  a

significant price difference, it can make a difference with a similarly priced offer.

Even multi-family sellers want to make sure their property is going to be loved and

well-cared for by the new owner. 

 

The best properties go fast, so you'll want to be ready to write an offer. Things to

consider while writing an offer (don't worry, we can help with this!):

 

Competitive price: The more interest, the more competitive your price needs to be.

 

Earnest money: A good faith payment toward your purchase. The higher the amount,

the more serious your offer looks. All earnest money is required to be deposited

within 48 hours of your accepted offer.

 

Inspection: You can and should always get a home inspection before the final

acceptance of any offer. Before you move forward on purchasing a real estate

investment property (or any home!), take your time to understand the inspection

report and make sure the property is a good investment.

 

Closing Date: Financed offers can usually close within 30 days. If your offer is strong

enough, the seller often isn't too worried about this.

Competitive Offers



Your offer is accepted,
now what!
Here is an overview of the

next steps ...

Inspection Period

Appraisal 

STEP  5  -  CLOS ING  ON  A  PROPERTY

The inspection period typically lasts 7-10 days unless there were multiple offers, and

you wanted to be competitive. Not all inspectors are created equal. Ask for

recommendations from your family, friends and realtor. 

 

Inspectors will always find something wrong with the house. That's their job.

Typically the older the home, the longer the inspection report. 

 

Big-ticket items to review:

Once the inspection period is over, your lender will order an appraisal.  The appraisal

makes sure the price you are paying for the property is in line with the market value.

This is a pre-paid closing cost of around $500-$600.

Windows

Furnace/Boiler

Main Sewer Line

Roof

Electric



Congratulations! 
You're a landlord.
What to expect ...

If you already have tenants in place ...

Finding and Screening Tenants 

STEP  6  -  PROPERTY  MANAGEMENT

You must honor existing leases and terms. After the closing, a best practice is to

drop off a welcome letter for your tenants that introduces yourself and provides

them with details on how to pay the rent going forward. Here are some ways to

collect rent electronically:

Everything you will need to know about your responsibilities as a landlord and tenant

law is found on the Secretary of State website.

 

Rental Ads
Craigslist and Zillow are great options to post available units. Facebook Marketplace is

another option, but be careful with how you screen on this platform.

 

Cozy.Co

Paypal

Venmo

Bank ACH

Checks (avoid if possible)

Introducing yourself in person is a great way to build rapport. Issues overlooked by

past owners may come up once you officially own the building. Fix small problems as

quickly as possible and provide a timeline for repairing or replacing any larger ticket

items. 



STEP  6  -  PROPERTY  MANAGEMENT

Showings

Utilize open houses in popular areas during the spring and summer. Otherwise, batch

showings and book them 15 minutes apart to save time. 

 

Screening Tenants
Popular screening tools for background and credit checks include Cozy.Co and

MySmartMove. Have potential tenants pay for their background and credit checks. If

you decline their application for reasons not outlined in your screening criteria, you

will need to refund their application fee. Also, note that you should only accept one

application at a time.

 

Set expectations upfront
In your rental ad and during the showings, make sure to let the tenants know what

your requirements are. Always check references to verify stated income and call

previous landlords. 

 

New Leases 
The State of Minnesota has a basic lease you can use. If you want to create your own

or modify an existing one we recommend you talk with an attorney.

 

Rental Licenses
Each city will have their own rental requirements and process for getting a rental

license. Review the city website where your property is located for instructions.

 
Networking

No one succeeds alone. Grow your network of other landlords and investors by

attending local networking groups and meetups. Chances are you'll make some new

friends!

Ready to get started? We love helping new
investors. Call, text or email us anytime! 


