CASH FLOW INVESTING

I. What is Cash Flow investing?
A. You receive more money over time.
B. You receive less money immediately.

II. Why would a person invest in a non-performing or delinquent Cash Flow?
A. Plenty of ‘Don’t Wanters’
B. Add Value by getting the note payor back on track to making payments on time
C. After turning the note into a PERFORMING asset, can be used in a multitude of way to increase your wealth. 

III. What can you do with a note that you control?
A. You can add it to your balance sheet at the full balance due.
1. Increase your Net Worth
2. Create an asset base that justifies loans from your bank to purchase more notes

B. You can use Notes at their pay-off value for trades.
1. Buy real estate using the note in place of cash
2. Use the note as the down payment (or part if the down payment)
3. Trade for any other asset (boat, motorcycle, 4-wheeler, etc.)

C. You can give the note payor incentives to pay it off early.
1. Reduce the amount owed if the loan is paid off early.
2. Reduce the interest rate if amount of monthly payment is increased.
3. Reduce the term or interest rate if lump sums are paid.
4. If the note holder finds the payments are too high, increase the Interest rate and term.

D. You can sell the note after it has been seasoned with on-time payments.
1. Develop a list of local investors that want to make 12% or more on an investment
2. Notes can sometimes be sold after 6 months of seasoning, but there is better pricing after 12 months.
3. Sell only 50% of the amount of the monthly payments
4. Sell only part of the note (for example, the next 12 months)
5. Sell the payments and keep the balloon
6. Sell the balloon and keep the payments

IV. SAMPLE of a note deal that is bought and then sold 12 months later . . . 
A. You invest in a $19,000 2nd position note that had received no payments for two years.
B. The terms are 10-years, with 10%interest and monthly payments of $251.09.
C. You pay the note holder 12 months of payments for the note: $3,013.08.
D. You sell it to an investor after you have received the first year of on-time payments:
1. The balance on the note will then be $17,834.76. 
2. The investor will probably want to make about 24% on his investment. He will invest $11,075.46.
3. You received 12 monthly payments, $3,013.08 plus $11,075.46 = $14,088.54 total cash received.
4. Your investment was $3,013.08 so earned back 3.7 times your investment.
5. Your Yield, on an Annual Percentage basis, is 200%.
6. BTW, the reason that I like to stick to paying only 12 months is that you will be receiving all of your investment back on one year.  That’s a minimum of 100% per year ROI.
7. If you kept this note, instead of selling it, you would eventually receive $30,130.80 over 10 years.

V. Excel spreadsheet to calculate offers on a note and also the potential sales price if you sell it to an investor after receiving 12 months of on-time payments
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