
Real Estate Investing 101 Worksheet

Introduction

Welcome to the Real Estate Investing 101 worksheet! This activity is designed to help you understand the
basics of real estate investing and apply your knowledge to real-world scenarios. Please read each question
carefully and answer to the best of your ability.

Section 1: Multiple Choice Questions

Choose the correct answer for each question.

1. What is the primary purpose of a real estate investment trust (REIT)?
a) To provide financing for real estate projects
b) To manage rental properties
c) To allow individuals to invest in real estate without directly managing properties
d) To provide insurance for real estate investments

2. Which of the following is a type of real estate investment?
a) Stocks
b) Bonds
c) Rental property
d) Mutual funds

3. What is the difference between a fixed-rate and adjustable-rate mortgage?
a) Fixed-rate mortgages have a fixed interest rate, while adjustable-rate mortgages have a
variable interest rate
b) Fixed-rate mortgages have a variable interest rate, while adjustable-rate mortgages have a
fixed interest rate
c) Fixed-rate mortgages are used for commercial properties, while adjustable-rate mortgages
are used for residential properties
d) Fixed-rate mortgages are used for short-term investments, while adjustable-rate mortgages
are used for long-term investments
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Section 2: Short Answer Questions

Answer each question in complete sentences.

1. Describe the difference between a real estate investment trust (REIT) and a real estate mutual fund.

2. Explain the concept of cash flow in real estate investing and provide an example.

3. What are the advantages and disadvantages of investing in a rental property?

Section 3: Project-Based Task

Read the following case study and answer the questions that follow:

"A potential investor is considering purchasing a rental property for $200,000. The property is expected to
generate an annual rental income of $20,000 and has an annual operating expense of $10,000. The
investor expects to sell the property in 5 years for $250,000. Analyze the investment and provide a
recommendation to the investor, including calculations of cash flow, return on investment, and potential
risks."

1. Calculate the cash flow for the first year of ownership.

2. Calculate the return on investment (ROI) for the 5-year period.

3. What are some potential risks associated with this investment, and how can they be mitigated?
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Section 4: Financial Calculations

Complete the following calculations:

1. Calculate the monthly mortgage payment for a $200,000 property with a 20% down payment and a
30-year mortgage at 4% interest.

2. Calculate the annual property tax for a $200,000 property with a 1.25% tax rate.

3. Calculate the annual insurance premium for a $200,000 property with a $1,000 deductible.

Section 5: Risk Management

Answer the following questions:

1. What are some common risks associated with real estate investing?

2. How can investors mitigate these risks?

3. What is the importance of diversification in real estate investing?
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Conclusion

Congratulations on completing the Real Estate Investing 101 worksheet! Review your answers and reflect on
what you have learned. Use this knowledge to make informed decisions in your future real estate
investments.

Glossary

Key terms and definitions:

REIT: Real Estate Investment Trust
ROI: Return on Investment
Cash flow: The difference between income and expenses
Mortgage: A loan used to purchase a property
Property tax: A tax on the value of a property
Insurance premium: The cost of insurance coverage for a property
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Additional Resources

For further learning, please refer to the following resources:

National Association of Realtors (NAR)
Real Estate Investing 101 textbook
Online real estate investing courses

Reflection and Feedback

Please take a few minutes to reflect on what you have learned and provide feedback on this worksheet:
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