Solid Investment

Tips for those who purchase or would like to purchase homes as investments

Adjustable Rate Mortgages (ARMs) versus Fixed Rate Loans

You’re buying a rental property and plan to sell it in a few years time, when (you hope) real estate will go up. Should you take a fixed rate or an adjustable rate loan?

Although many Americans are conservative and don’t want the instability of a rate that may go up and increase their payment significantly, an investment property is different than a primary residence. It’s an investment, not a home you’re going to live in. If push comes to shove and the payments get out of hand, you can always sell the house. 

You can get an adjustable rate loan where the rate is fixed for the first few years of the loan. Consider a 3/1 or a 5/1, especially if your goal isn’t necessarily to build equity by paying down the mortgage, but instead is to break even for a few years and then sell at a profit.

If the loan has an initial fixed-rate period for a length of time you’re comfortable with, and if it results in your payment being significantly lower, go for it. You really have nothing to lose. 

