
House Hack Your First 
Rental

House Hacking 
Your Rental



Understand how house 
hacking a rental can be an 
advantageous option for 
newbies 

what is house hacking 
why it’s a great strategy 
what the numbers can 
look like using this option 
types of loan products 
available

Lesson 

Agenda:



When you buy a property and rent 
out a portion (other unit, bedroom) 

to help offset your cost as the 
owner

What is House Hacking?



When you buy a property, live in it 
for a length of time and then move.  
You keep the property as a rental 

instead of selling.

What is House Hacking?



You are able to financially ‘get into’ a home 
for much less cash out of pocket if you live 

there than if you

Why Should I House Hack?



This is perfect if you are just starting out 
and are looking to also purchase a personal 

home. 

Why Should I House Hack?



Multi-Units are great for this (buy any type 
of property will work)

Why Should I House Hack?



* Loan program used on personal residences 

* Can put as little as 3.5% down 

* MIP (Mortgage Insurance Premium) 

* One FHA loan at a time in your name

FHA Terms
Federal Housing Authority



FHA is a government insured loan program. 
Which means if someone defaults on the 

loan, the government pays the bank back.

FHA Background
Federal Housing Authority



As a result of being a government backed 
program, there are more hoops to jump 

through and approvals.

FHA Background
Federal Housing Authority



You, as the borrower, are required to pay 
mortgage insurance (MI) on this type of 
loan because of your low down payment

FHA Background
Federal Housing Authority



Julie plans to buy her first home with financing.  She intends to 
use this home as a rental when she’s ready to move on.  So, she 
seeks out a mortgage planner and begins the process with an 

FHA loan since she’s planning to live in the property.  

The agreed upon price of the property is $150,000 for a duplex.  
She plans to live in one side and rent out the other to help offset 

the costs. Let’s look at the cost breakdown.

Let’s see an example…



Purchase Price: $150,000
Down Payment: 3.5 % = $5,250

Interest Rate = 5%
Base Loan Amount = $144,750

Upfront Premium for MIP = 1.75%
New Base Loan Amount= $147,283.12

Insurance/Taxes= $125/month

Monthly MIP= $98.19 (rolling monthly)
Total Monthly Payment (PITI, MIP)

$1,000

Julie’s Payment= $1,000
Monthly Rent (other unit)=

$900
Julie’s Total Monthly 

Payment= $100

Gross Monthly Income =
$1,800

Net Monthly Income= $800
Net Yearly Income= $9,600

Let’s see an example…



FHA Pros and Cons



Pros

You can buy a property with a lower down 
payment amount  

(as low as 3.5%)



Pros

Could allow you to purchase and live in a 
property with low monthly expenses. 



Pros

Ability to qualify for a loan with a lower 
credit score 



Pros

Can receive a ‘gift’ to help with the down 
payment on the property 

(the giver must meet FHA guidelines)



Pros

You can buy a property with a lower down 
payment amount  

(as low as 3.5%)



Cons

You can only hold one FHA loan in your 
name at a time



Cons

It’s only for owner occupied properties



Cons

You have to pay mortgage insurance which 
costs extra



Cons

There is more red tape to get through 
because of its government insured status



It’s a good option for first time home buyers 
who don’t have a large sum of cash for 

down payment

Conclusion



or for borrowers who may have lower credit 
scores

Conclusion



Also, it’s a great option for keeping your 
living expenses low so that you can 

continue to save toward the purchase of 
another rental

Conclusion


