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How a Hard Money Lender Looks at your Deal 
 

By Ann Bellamy 

Don’t miss June’s 
NHREIA Meeting! 

 
6:30 PM, Wed. 6/14/17  
Best Western Exec. Ct. 
13500 South Willow St. 

Manchester 
 

Free for members; $20 
for not-yet-members 

This article will hope-
fully give you some 
guidelines on what hard 
money and private lend-
ers are looking for, and 
better prepare you to 
present yourself to some-
one when looking for 
funding.   

Here is what you want: 

 The full amount of the pur-
chase price and construc-
tion budget (no down pay-
ment) 

 Cheapest rate with no 
points and no fees 

 Flexible term length 

 Easy construction draws (or 
no draws, just give you all 
the money up front) 

I’m sorry, it’s possible you 
can get some of what you 
want, but you already know 
that Santa Claus is a fairy tale, 
right? 

 

Here is what the lender 
wants 

 To maximize his return on 
his funds and time 

 To get all his capital 
back  

 Repeat customers 

 Borrower track record 

 Clearly defined borrower 
exit strategy 

So how do you get to a point 
in the middle?  And why can’t 
you have all of what you 
want? 

 

Some clarification is in 
order:  Hard money vs 
Private money 

 Unless a lender is a friend 
or family member, or per-
haps your dentist, any 
“Private Lender” advertis-
ing themselves to the public 
is the same as a hard money 
lender.  

 Hard money simply means 
an asset (hard asset) based 
loan, not something scary 

 Private lender simply 
means a non-institutional 
lender 

 Lenders who want to sound 
as if their product is 
cheaper, easier to get, or 
not so scary will market 
themselves as “Private 
Lenders” instead of the 
scary-sounding “Hard 
Money Lender”.  Treat 

them the same, and ask the 
same questions. 

 If they are not advertising 
to the public, but simply 
approach you because of 
your past successes and 
want to invest with you, 
they may be also classified 
as private lenders 

 There are no “rules” for 
who calls themselves what, 
so don’t get confused.  Ask 
for terms and more impor-
tantly, reputation. 

So first, let’s look at you 
and presenting your deal: 

 If you don’t have a deal, 
and want general informa-
tion, that’s fine, that’s what 
we’re here for. 

 If you do have a deal, make 
sure you’ve looked at your 
numbers as closely as possi-
ble: 

 ARV – This is where it 
all starts.  At the end.  
The end value of the 
property when finished, 
and the cost to get it to 
that point, is what deter-
mines your offer.  Please 
don’t buy a property and 
then figure out what to 
do with it later.  It won’t 
end well.   

 Guaranteed Purchase 
price (or the highest 
price you would pay if 
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 If you are planning on buy-
ing a property to buy-and-
hold, know that your exit 
strategy is to refinance out 
of private money.  So you 
need to have that lined up 
before you go looking for 
the hard money.  If you 
need a conventional mort-
gage lender or commercial 
lender to help you figure 
that out, I have a few I can 
send you to. 

Second, the deal itself: 

 If my comps reflect a differ-
ent ARV than you see, 
we’ll talk about it.  Under-
stand that your realtor may 
be presenting the highest 
price they think the prop-
erty could command.  You 
need to be a little more 
realistic, and not ignore 
that house down the street 
that sold for 50K less than 
you would expect.  If at the 
end of the day, we disagree 
significantly, I base the un-
derwriting on my estimate. 

 It is common to underesti-
mate both the rehab costs 
and the carry costs, as well 
as the time required to be 
out of the project.  For a 
free worksheet to help you 
estimate these costs, go to 
my website, and download 
the deal analyzer on the 
home page.   

 

What you should expect 
from a private (non-
institutional) lender 

 Quick response, with clear 
communication 

 No advance fees, except 
fees to third parties, such as 
the fee for title search 

 No junk fees 

 There should be no appli-
cation fee, no underwrit-
ing fee, no initial visit 

fee, no document fees, 
or other BS fees.  This 
does not include the clos-
ing company, they obvi-
ously charge for their 
loan documents. 

 The deal you agree to 
should be the deal you end 
up with at the closing table:  
no changes to terms once 
the term sheet is signed.  
This means no back-end 
fees they didn’t disclose, or 
other junk fees.   

 Bear in mind that title is-
sues are show-stoppers for 
most lenders, and should 
be for you as well.  The 
nuances of clouds on title 
could take volumes to ex-

plain.  So each has to be 
addressed individually. 

 Different lenders have 
varying ways they deal with 
construction funding, so be 
sure to ask 

 If your deal is turned down, 
you should have a clear 
explanation of why.  You 
may not like it, but you 
should at least know what it 
is. 

 

What do I expect from 
you?  Let’s look at some of 
the reasons your deal could 
be turned down (remember 
this is just me) 

 Second position mortgages 

 Ask around some of the 
mortgage guys who made 
it through the last down-
turn, and who used to do 
second position mort-
gages.  Wait, can’t find 
any?  Well, I guess they 
mostly got wiped out. 

 Living in the property 

 Since the advent of Dodd 
Frank, licensing laws for 
mortgages have changed 

they accepted your offer) 

 Rehab budget (you don’t 
need line items pinned 
down all the way, but 
you should have a good 
idea of the total).  After 
all, if you don’t know 
what it’s going to cost to 
rehab, how can you 
know how much you 
should pay? 

 All of these points are the 
most important part of 
the deal, because it’s the 
first thing private lenders 
look at 

 Have a summary of your 
experience ready.  Not in 
exhaustive detail, just 
something like:  I own a 
duplex and my own single 
family home, and I just 
completed my first flip last 
month, where I made 
$17,000.  Experience mat-
ters, but don’t try to fake 
it.  Relevant experience 
such as real estate agent, 
contractor, etc matters 
also. 

 Inventory the actual cash 
you have available, and any 
resources that could be 
liquidated should the un-
thinkable happen.  You 
probably won’t need to, 
but you need to know you 
have plan D.  Contrary to 
popular opinion, you need 
cash to borrow hard 
money, these are not no-
down-payment loans.  
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significantly.  The criteria 
for whether a loan must 
qualify for residential 
lending criteria are the 
use of the funds.  If you 
are living in the prop-
erty, clearly the use of 
the funds is personal or 
household.  Likewise if 
you are using a loan to 
pay personal taxes, credit 
card bills, etc.   

 One of the requirements 
for a residential lending 
license is time in the 
mortgage business.  Most 
hard money lenders are 
real estate investors, not 
mortgage professionals, 
so can’t comply with 
those requirements.  
Therefore, no lending 
license.  And as a result, 
commercial loans only.  
In the states were I lend,  
flipping a single family 
house as a business con-
stitutes a commercial 
transaction according to 
my attorneys, so it’s not 
only the type of property 
that is a consideration.  

That’s why we require 
you take title in an LLC, 
for further documenta-
tion that this is business, 
not personal. 

 Short sale sold back or 
rented back to original 
owner 

 You can’t do that with-
out the shorting lender 
signing off on it.  And 
even if he/she does, you 
may not be able to get 
title insurance.  Enough 
said. 

 Refinancing another hard 
money lender. 

 Why?  Because in this 
market, good deals for 
lenders are hard to come 
by.  If a lender is not 
willing to extend, there 
is a reason.  And I won’t 
know what the reason is 
until I’m the lender.  Ask 
me how I know. 

 Cash out to finish the pro-
ject 

 Sorry, guys.  There is a 
good chance you didn’t 
plan properly by building 
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in enough contingency in 
your rehab plan or having 
enough cash reserves to 
weather a storm.  And if 
I refinance, it will cost 
you as much as the first 
loan might have, plus 
your interest payments 
will be higher.  If you’re 
on the edge now, go back 
to your partners, your 
family members, your 
friends, your Aunt 
Gladys.  

 Exit strategy is to “Repair 
Credit”.   

 This never (or almost 
never) happens.  End of 
story.  Again, ask me 
how I know that too. 

 Flexible answers to my 
questions 

 Such as “Well, I was go-
ing to move into the 
property, but I don’t 
have to if you don’t want 
me to.”  Or “Well, it’s a 
buy and hold, but we can 
make it a flip if you 
want.” 

There are lots of nuances in 
every deal, so if in doubt, call 
me and we’ll talk about it.   

Ann Bellamy is a hard money 
lender working in Southern NH 
and the eastern half of MA, fund-
ing flips, small multi’s and small 
commercial.  Contact her at 
www.buynowhardmoney.com  
800-418-0081 
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9 Goal Setting Tips for Real Estate Investors 
by Bill Bronchick 

 

Must be Specific 
Be specific and include details 
but start rough. For example, 
you want a BMW . . .you do 
not have to get into the de-
tails about color, options, etc.  
Just write it down. Make 
your list huge, what kind of 
home do you want, what you 
want for your family, college 
education, spend more time, 
travel, anything you can think 
of. You can come back later 
and prioritize them and set 
them up as to what you want 
in 1 month, 3 months, 6 
months, 12 months, then 3, 
5, 10, 20, 30 years. The more 
goals you have, the happier 
you will be, the longer you 
will live, and the more pros-
perous you will be. 

 
Must be Believable 
Remember this, your goals 
must be believable, by you, 
or you will not pay the price. 
They must be just out of your 
reach, but you must know 
you can reach them if you 
really strive to do it. 
 
Must be Measurable 
You cannot set a goal to be 

financially independent. 
There is no way you can 
measure that. You cannot 
manage what you cannot 
measure. You need to set a 
goal for the amount of in-
come you want per month, 
per year, the amount of eq-
uity that you want in proper-
ties in  1, 3, 5, 10 and 20 
years. It must be measurable. 
If you know you want to earn 
$250K year, you know that is 
about $20K per month. One 
of the things I have learned is, 
successful people set their 
goals quickly and they make 
adjustments as they go along. 
Just like successful people 
make decisions quickly, they 
do not vacillate in indecision 
or what I call sometimes; get 
mixed up in a funk of negativ-
ity. 
 
Must be Congruent 
Your goals must also be con-
gruent with your actions. You 
cannot set a goal to work 
harder, longer hours AND a 
goal to spend more time with 
your family. Those are not 
congruent. They must be 
congruent with your actions. 
 
Visualize What You Want 
If you see yourself as already 
having achieved the goal, you 
will fake out your mind and 
your mind sees the goal as 

already having been achieved. 
It’s called “fake it till you 
make it”.  
 
Just take a minute or two 
each day and think about life 
as it is with your goals already 
accomplished. It’s really easy 
when you get used to it. 

 
Work Your Goals 
Work on the priority that 
moves you closer to your 
goals every day. Plan your 
week carefully, focusing on 
what the late Stephen Covey 
called “Big Rocks”. The big 
rocks are the most difficult 
things to do mentally (not 
physically) that produce large 
results.  If you wanted to fill a 
bucket with big rocks, small 
rocks, and sand, you need to 
put the big rocks in FIRST.  If 
you don’t plan, the sand fills 
in first, and the big rocks 
don’t fit. 
 

Number Your Goals 
Not only is the goal important 
but so is the reason. Sure 
you want a car, but why do 
you want the car? Sure 
you want more money, but 
why do you want money? 
You want to be able to spend 
more time with your family, 

you want to be 
able to travel, 
you want to buy 
a Hummer, and 
you want to 
have an ocean 
front condo or 
send your chil-
dren to the best 
college. What-
ever it is, the 
reason must be 

there. The reason is more 
important than the goal itself. 
 
Review, Monitor and 
Make Adjustments 
You have to be flexible. Some 
things are not going to hap-
pen, you have to face that, 
but you need to continuously 
strive to get better every day. 
If you will work harder on 
yourself than you do your job 
then you will always be grow-
ing.  

Must Have a Deadline 
A goal without a deadline is 
just a dream. 

If a goal is not in 
writing, it is simply 

a conversation.  


