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📘 The Glossary That Makes You Sound Like a Pro (Even If You're 
Brand New)

If you've ever nodded along in a real estate conversation while secretly Googling what “ARV” means 
later... you're not alone.

Real estate has its own language. But once you speak it? You instantly gain:

✅ More confidence
✅ More credibility
✅ And way more control in conversations, negotiations, and deals



This bonus is your 15-minute crash course to understanding (and speaking) like an investor who’s 
been in the game for years.

No fluff. No alphabet soup. Just the most useful terms and how to use them—without feeling like 
you’re memorizing a textbook.

Here’s what we’ll cover:

🔑 Key Terms Every Investor Must Know

Start here. These are the everyday essentials—the words you’ll hear in nearly every deal 
conversation:

Cash Flow: What’s left after all your expenses are paid
Equity: The portion of a property you truly own
Appreciation: When the property goes up in value
Cap Rate: A formula to compare investment returns (more on that later)
Turnkey: A property that’s rent-ready on day one

Once you nail these, everything else starts to click.

🏦 Financing and Lending Lingo (Without the Jargon)

If you've ever talked to a lender and felt like they were speaking another language, you're not 
imagining it.

But here’s the truth: once you understand just a handful of key terms, the entire loan process 
becomes 10 times less confusing—and you’ll walk into financing conversations with way more 
confidence.

Let’s break down the essentials:

💸 Principal

This is the actual loan amount you borrow—not including interest.
Example: If you borrow $200,000, that’s your principal.

🧮 Interest

The cost of borrowing the money. It's usually shown as an annual percentage (aka your interest 
rate).

The lower the rate = the cheaper the loan over time.



📆 Amortization

How your loan is structured over time.
An amortized loan means you pay both interest and principal each month, so the balance decreases 
steadily until it's paid off.

A 30-year amortization = lower payments, but more interest paid over time.
A 15-year = higher payments, but less interest and faster payoff.

📊 Debt-to-Income Ratio (DTI)

Lenders use this to gauge how much of your monthly income goes toward debt.
Lower DTI = more loan approval power.
They typically want to see your DTI under 43% for conventional financing.

📉 Loan-to-Value Ratio (LTV)

This tells the lender how much risk they’re taking on.
LTV = Loan Amount ÷ Property Value.

Example: If a property is worth $100K and you borrow $80K, your LTV is 80%.
The lower the LTV, the safer it looks to the bank.

🧾 Pre-Approval vs. Pre-Qualification

Pre-Qualification = A quick estimate based on what you tell the lender.
Pre-Approval = Verified info, stronger proof to sellers that you’re serious.

If you're submitting offers, always go with pre-approval.

🔒 Fixed Rate vs. Adjustable Rate

Fixed Rate = Interest stays the same the entire term
Adjustable Rate (ARM) = Can change after a few years (and increase your payment)

Most new investors stick with fixed—it's predictable and easier to budget.

🏦 Points

"Buying down" the interest rate by paying extra upfront.
 1 point = 1% of the loan amount.

Sometimes worth it. Sometimes not. Depends on how long you plan to hold the loan.



📃 Rental Terminology That Keeps You Legal and Profitable

Managing a rental sounds simple: buy property, get tenant, collect rent.
But the details? That’s where the money (and legal protection) lives.

Here’s the vocabulary that helps you stay compliant, avoid surprises, and keep your cash flow intact:

🏠 Lease Agreement

A legally binding contract between you and your tenant that outlines:

Rent amount and due date
Lease term (month-to-month or fixed)
Rules about pets, smoking, guests, etc.
Maintenance responsibilities

💡 Pro tip: Always use a state-specific lease that complies with local laws.

💳 Security Deposit

An upfront payment from the tenant that protects you against damages or unpaid rent.
Usually 1–2 months’ rent.

✅ Must be held in a separate account (in many states)
✅ Be sure to follow local rules about how and when it must be returned

🧼 Normal Wear and Tear

The expected, minor deterioration of a property over time.
Think: scuffed walls, worn carpet—not broken windows or missing doorknobs.

Understanding this is key during move-out inspections. You can’t deduct from the security deposit 
for wear and tear.

📆 Grace Period

The number of days after rent is due before a late fee kicks in.
Common: 3–5 days.

✅ Clearly outline this in your lease
✅ Send reminders but stay firm—consistency prevents bigger issues later

💼 Property Management

You can self-manage or hire a pro. Either way, these terms matter:

Management Fee: Usually 8–10% of collected rent
Lease-Up Fee: Charged for finding a tenant (often half or one full month’s rent)



Maintenance Reserve: A small cash cushion held by the manager to handle repairs quickly

🧰 Maintenance vs. Capital Expenditures (CapEx)

Maintenance: Day-to-day stuff like leaky faucets, landscaping, or pest control
CapEx: Big-ticket items like roof replacement, HVAC, or new flooring

CapEx isn’t monthly—but it will happen. Smart landlords budget 5–10% of rent toward it.

👩‍⚖️ Fair Housing Laws

You can’t discriminate based on:

Race, color, religion
National origin
Sex, familial status, or disability

🛑 This applies to your ads, screening process, interviews—everything. Know your federal and local 
laws.

📅 Month-to-Month vs. Fixed-Term Lease

Month-to-Month: Flexibility, easier to raise rent or end the lease (with notice)
Fixed-Term: Stability, predictable cash flow for both sides

Each has pros and cons. Choose based on your goals and local market.

📉 Vacancy Rate

The percentage of time your property is empty.
Lower is better. Every month it’s vacant = lost income.

✅ Use proactive marketing, strong photos, and clear communication to keep this low

🏗️ Rehab and Construction Language (For Smart Budgeting)

One of the easiest ways to blow a budget is miscommunication. You ask for “minor updates,” and 
they demo your kitchen. You approve a “simple fix,” and get a $12,000 invoice.

Knowing these terms helps you:

✅ Avoid surprises
✅ Write clearer scopes of work
✅ Build trust with your crew



Let’s break it down:

📋 Scope of Work (SOW)

A detailed list of what’s being done, where, and how.
It includes: materials, labor, timeline, and who’s responsible for what.

✅ Always get this in writing
✅ Be specific—“paint walls gray” is better than “freshen up the room”

💰 Hard Costs vs. Soft Costs

Hard Costs: Physical materials and labor (think tile, drywall, plumbing)
Soft Costs: Permits, design fees, insurance, inspections

You’ll need to budget for both to get an accurate total.

🛁 Cosmetic vs. Structural

Cosmetic: Surface-level updates—paint, flooring, fixtures
Structural: Foundation, roof, framing, electrical, plumbing

Cosmetic = cheaper and faster
Structural = more expensive, but sometimes unavoidable

📐 Square Foot Pricing

Contractors might quote you based on square footage.

Example:
“Kitchen remodel at $150/sq ft” → 100 sq ft kitchen = $15,000 estimate

⚠️ Always ask what’s included in that rate (materials? appliances? just labor?)

🔌 Rough-In vs. Finish Work

Rough-In: Running wires, plumbing, HVAC ductwork inside walls—before drywall
Finish Work: Installing switches, light fixtures, faucets, trim—after drywall

This helps you understand the construction timeline and budget flow.

🔧 Change Order

An official change to the original contract (aka... extra costs).

🛑 Always get change orders in writing and approve them before work starts.
Verbal approvals = messy money later.

🧾 Draw Schedule



When payments are due throughout the project. Usually based on completed phases:

✅ 10% upfront
✅ 30% after demo
✅ 30% after rough-in
✅ 30% after finish work

Keeps the project funded—but also keeps your contractor accountable.

📅 Punch List

The final list of small fixes before a job is “done.”
Missing outlet covers, chipped paint, loose handles—those little details that make a big difference.

✅ Don’t pay the final invoice until this list is complete.

🪚 GC vs. Subcontractor

GC (General Contractor): Oversees the whole job, hires and manages subs
Subcontractors: Specialists (electricians, plumbers, painters) who do specific tasks

If you're managing a rehab yourself, you’re essentially the GC.

🗣️ Negotiation Terms That Give You the Upper Hand

You don’t need to be slick or aggressive to be good at negotiation.
You just need to understand how the game is played—and use the right language at the right time.

Here’s the cheat sheet that keeps you in control:

📝 Letter of Intent (LOI)

A non-binding offer that outlines your intent to buy—before a formal contract.
Useful when you want to feel things out without committing to all the legal paperwork just yet.

Pro move: Use an LOI to get sellers talking, especially in off-market deals.

📦 Contingency

A condition that must be met for the deal to move forward. Common examples:

Inspection Contingency: You can walk away if the inspection reveals major issues
Financing Contingency: The deal depends on your loan getting approved
Appraisal Contingency: The property must appraise for at least the purchase price



✅ These protect you. Don’t skip them without a very good reason.

🛑 Earnest Money

A deposit that shows you’re serious. Typically 1–3% of the purchase price.

If you back out without a valid reason, the seller may keep it. If the deal closes, it goes toward your 
down payment.

🔄 Concessions

Seller “givebacks” to help the deal close.
Could be money toward closing costs, repairs, or reducing the price after inspection.

💡 Smart negotiators don’t just haggle the price—they get terms that work in their favor.

💬 As-Is

Means the seller won’t make repairs. You can still inspect—but you’re buying it in its current 
condition.

⚠️ Great for discounted deals… but proceed with eyes wide open.

⏳ Escalation Clause

In hot markets, this clause automatically raises your offer if someone else bids higher—up to a set 
max.
Example: “I’ll pay $500 more than the highest competing offer, up to $305,000.”

Not always needed, but powerful in competitive situations.

🧾 Seller Financing

The seller acts as the bank. You pay them over time instead of using a traditional lender.

Great for no-money-down deals, and for properties banks won’t finance.
Negotiation tip: Focus on terms (interest rate, down payment, length) as much as price.

⌛ Option Period

A short window (often 5–10 days) after your offer is accepted where you can walk away for any 
reason.

✅ Use this time for inspections and due diligence.
✅ You usually pay a small fee for this flexibility.

🤫 Off-Market



Properties not listed on the MLS. These deals often come through networking, direct outreach, or 
wholesalers.

Use language like:

“I’m looking for a property that hasn’t hit the market yet. Know anyone thinking of selling quietly?”

📈 Market Metrics Explained (Cap Rate, ARV, and More)

Once you understand these core metrics, you’ll be able to:

✅ Analyze deals quickly
✅ Compare investment opportunities
✅ Avoid overpaying or underperforming assets

No spreadsheet wizardry required. Just a solid grasp of these terms:

💰 Cap Rate (Capitalization Rate)

Used to evaluate the return on a rental property—without factoring in financing.
Formula:
Cap Rate = Net Operating Income (NOI) ÷ Purchase Price

Example:
If a property nets $12,000 per year and costs $200,000:
Cap Rate = 12,000 ÷ 200,000 = 6%

Higher cap rates = more return, but often more risk.

🛠️ ARV (After Repair Value)

What the property will be worth after it’s fixed up.

Essential for flips and BRRRRs.
It helps you determine if the juice is worth the squeeze.

Pro tip: Pull comps (comparable sales) to estimate ARV realistically—not based on hope.

💵 Cash-on-Cash Return

Shows your actual return based on the cash you invested.

Formula:
Cash Flow ÷ Cash Invested = Cash-on-Cash Return



Example:
You invest $40K total and make $4K/year in cash flow = 10% return.

Use this to compare real investment performance (especially if you’re using leverage).

🧾 NOI (Net Operating Income)

What’s left after you subtract all operating expenses (but before debt service).

Formula:
Income – Operating Expenses = NOI

Used in cap rate calculations and commercial valuations.

🔁 ROI (Return on Investment)

Big-picture profit.
Often used to evaluate a flip or sale after everything is said and done.

Formula:
Total Profit ÷ Total Investment = ROI

It includes appreciation, sale price, rehab costs, and closing expenses.

🧮 1% Rule (for Rentals)

Quick test: does the monthly rent equal at least 1% of the purchase price?

Example:
Property price = $200,000
Monthly rent = $2,000
That’s 1%—a decent rule of thumb to start your analysis.

It’s not perfect, but it helps you avoid low-yield deals right away.

🧘‍♂️ DSCR (Debt Service Coverage Ratio)

Used by commercial lenders to see if your property makes enough to cover its loan payments.

Formula:
NOI ÷ Debt Payments

Most banks want a DSCR of 1.2 or higher. That means you're making 20% more than the debt 
requires.

📉 Vacancy Rate

The percentage of time a property is sitting empty. Lower is better.



1. 
2. 
3. 
4. 
5. 

1. 
2. 
3. 

Factor this into your expense estimates—most pros budget 5–8% vacancy annually.

🧩 Deal Structuring Terms (BRRRR, Subject-To, etc.)

This is where the real estate game gets creative. These terms help you:

✅ Get into deals with less money
✅ Structure offers sellers say yes to
✅ Maximize ROI with fewer resources

Let’s unpack the acronyms and strategies that matter:

🔁 BRRRR (Buy, Rehab, Rent, Refinance, Repeat)

A powerful method for scaling your portfolio using the same cash over and over.

How it works:

Buy a distressed property
Rehab it to improve value
Rent it to a solid tenant
Refinance to pull your cash out
Repeat with the same funds

Done right, you build wealth without having to save up for every new deal.

🧾 Subject-To (The Existing Mortgage)

Instead of getting a new loan, you take over the existing mortgage payments—but the loan stays 
in the seller’s name.

✅ No credit check or bank approval
✅ Often lower interest rates (from years ago)
⚠️ Must be handled legally and transparently—use an attorney.

🥪 Sandwich Lease

A form of lease option where you:

Lease a property from a seller
Then sublease it to a tenant
Pocket the monthly cash flow “in the middle”

You control the property without owning it outright. Bonus: you usually get an option to buy later.



💳 Seller Financing

The seller acts as the bank. You make payments directly to them instead of getting a loan.

✅ Skip banks
✅ Negotiate flexible terms
✅ Ideal for free-and-clear properties

Great for deals that should work but can’t get bank funding.

💼 Installment Sale

The buyer pays the seller in installments over time (like seller financing), often to help the seller 
defer taxes.

Helpful in higher-end deals or when the seller has a big capital gain.

💸 Equity Split

You team up with a partner—usually one brings the money, and the other brings the deal and the 
hustle.

Common split:
50/50 ownership or
Preferred return + equity slice

✅ Clearly outline roles, profit splits, and exit strategy.

📜 Option to Purchase

You secure the right—but not the obligation—to buy a property later.
Sometimes called a “lease option” when it’s tied to a rental agreement.

Use this when you want to lock in future ownership without committing right away.

🔤 Common Acronyms Decoded (LTV, DTI, ROI, etc.)

You don’t need to memorize every formula, but knowing what these mean will help you sound 
confident, ask better questions, and make smarter decisions.

Here’s your cheat sheet:

💸 LTV (Loan-to-Value)

The percentage of a property’s value that’s financed with a loan.



Formula:
Loan Amount ÷ Property Value = LTV

Example:
$160K loan on a $200K property = 80% LTV
✅ Most banks want LTV to be 75–80% or lower.

💳 DTI (Debt-to-Income Ratio)

Your monthly debt payments compared to your income.

Formula:
Monthly Debts ÷ Monthly Gross Income = DTI

Lenders look at this to decide if you can handle more debt.
⚠️ Keep it below 43% for best loan approval odds.

📈 ROI (Return on Investment)

Your total profit compared to your total investment.

Used for flips, BRRRRs, and buy-and-holds.

Formula:
Profit ÷ Total Cash Invested = ROI

Example:
You make $25K profit on a $100K investment = 25% ROI
✅ Great for measuring long-term performance.

📉 DSCR (Debt Service Coverage Ratio)

Used by lenders to see if your rental income covers your loan payments.

Formula:
Net Operating Income ÷ Debt Payment = DSCR

A DSCR over 1.2 is typically required for commercial or investor loans.

📊 ARV (After Repair Value)

What a property is worth after renovations.
Used heavily in flips and BRRRR deals.

✅ Base your offer price on ARV minus costs and profit margin.

🏦 PITI (Principal, Interest, Taxes, Insurance)



All the parts of your mortgage payment—don’t forget taxes and insurance when calculating cash 
flow.

📉 NOI (Net Operating Income)

Rental income minus operating expenses (but not loan payments).

Useful for cap rate, DSCR, and evaluating cash flow at scale.

💼 CMA (Comparative Market Analysis)

A report showing how your property compares to recent similar sales in the area.

🛠️ Tip: Ask agents for this when evaluating a flip or a fair offer price.

💰 HELOC (Home Equity Line of Credit)

A revolving credit line backed by your property’s equity.

✅ Use it to fund rehabs or down payments—just be careful with repayment terms.

🤝 Language That Builds Credibility with Agents, Lenders & 
Sellers

No need to fake experience. Instead, lead with clarity, confidence, and curiosity. That combo earns 
respect fast.

Here’s what to say (and what to avoid):

🔑 With Real Estate Agents

Don’t say:
“I’m just looking around” or “I’m new to this…”

Say instead:

“I’m focused on finding a small multifamily or single-family rental in [target area]. My criteria is [insert 
price range, cash flow, or condition]. Do you work with investors?”

This shows: 

✅ You have a plan
✅ You value their time
✅ You’re worth following up with



🏦 With Lenders or Mortgage Brokers

Don’t say:
“I’m not sure what I qualify for” or “I just want to see what happens…”

Say instead:

“I’m looking to buy a rental and want to get pre-approved for financing options. I’m also comparing 
DSCR loans and traditional products. Can you walk me through what you offer?”

Even if you don’t know all the answers, this question shows you’re engaged and learning. 
Lenders love borrowers who prepare.

🏘️ With Sellers

Don’t say:
“Would you take less?” or “Is this the lowest you’ll go?”

Say instead:

“If we could find a way to meet your price, would you be open to seller terms or a flexible closing 
date?”

“What’s more important to you: price or speed of sale?”

These phrases open the door to creative structuring (like seller financing or subject-to), without 
being pushy or sounding amateur.

🛠️ With Contractors

Don’t say:
“Just do whatever you think is best.”

Say instead:

“I’d like a clear scope of work and payment schedule before we get started. What’s your availability 
to walk the property?”

This keeps expectations aligned, avoids confusion, and shows you’re serious—even if it’s your first 
rehab.

✨ Bonus Tip: Avoid Overexplaining

Confidence doesn’t mean having all the answers—it means asking the right questions and staying 
calm when you don’t know something.

If you don’t understand a term or a process, just ask:



“Can you walk me through how that works?”
“Can you give me an example?”

Pros respect learners. Just keep showing up with clarity and curiosity, and you’ll be treated like a pro 
faster than you think.

🎯 Learn Just-In-Time, Not Just-In-Case

It’s tempting to binge every podcast and YouTube video out there—but most of it won’t stick until 
you’re doing the thing.

Instead:

Learn what you need to solve the next problem in front of you.

Need to analyze a rental? Learn cash flow math.
About to talk to a seller? Study deal structuring.
Under contract? Now’s the time to master inspections and closing.

🧩 Use Templates, Checklists & Shortcuts

Confidence comes from clarity. The more you use proven tools, the less you second-guess yourself.

Try this:

✅ Use a rental property calculator (don’t start with a blank spreadsheet)
✅ Download seller scripts (don’t improvise every call)
✅ Follow a checklist for due diligence (don’t rely on memory)

The more you rely on systems, the less you rely on guesswork.

🗣️ Ask “Dumb” Questions Early

You know what’s worse than asking a basic question? Losing thousands because you were afraid 
to look inexperienced.

Pro tip:
Smart investors love when people ask for clarity. It shows you’re careful—not careless.

“Can you explain that like I’m five?”
“What do you mean by that?”
“Can you show me an example?”

Say it confidently and keep it moving. No shame. Only progress.



🧠 Set Realistic Expectations

You don’t need to know everything.
You just need to know your next step—and have the courage to take it.

Every successful investor you know? They learned on the job.
And so will you.

📘 Final Thoughts

If this bonus helped demystify some of the confusing language of real estate and gave you more 
confidence moving forward—you’re already ahead of the game.

🙏 Enjoyed this bonus?

If this helped you feel more confident speaking the language of real estate, the best way to say 
thanks is to leave a quick review for the book.

Your feedback helps other new investors find the right tools—and it helps us keep delivering value-
packed content like this.

👉 Leave a review on Amazon

https://www.amazon.com/review/create-review/?&asin=B0D6Q93SN3
https://www.amazon.com/review/create-review/?&asin=B0D6Q93SN3

