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CHAPTER 01

Why Real Estate?

Real estate is the world’s largest asset class, worth over €300 trillion globally. It has created more

wealth for ordinary people than any other investment vehicle. But most investors approach it with

emotion rather than analysis.

This guide will change that. By the time you finish reading, you’ll understand how professional

investors evaluate real estate — and you’ll have the tools to do it yourself.

Why real estate deserves a place in your portfolio:

• Tangible asset — Unlike stocks, you can see and touch your investment

• Income generation — Rental income provides regular cash flow

• Inflation hedge — Property values and rents tend to rise with inflation

• Leverage — Banks will lend 60–80% of the value, amplifying your returns

• Tax advantages — Many jurisdictions offer deductions for property investors

• Diversification — Low correlation with stock and bond markets

“The best investment on earth is earth.” — Louis Glickman

However, real estate also comes with risks that many beginners underestimate: illiquidity,

maintenance costs, bad tenants, market cycles, and regulatory changes. The key to success is

education before action — which is exactly what RCP provides.
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CHAPTER 02

Understanding the Asset Classes

Not all real estate is the same. Before you invest a single euro, understand the landscape:

Asset Class Typical Yield Liquidity Complexity

Residential apartments 3–6% net Low–Medium Low

Small commercial 5–8% net Low Medium

Storage / Parking 6–9% net Low Low–Medium

Real estate funds / SPVs 6–12% target Very Low High

REITs (listed) 3–7% dividend High Low

Residential Apartments

The most familiar path. You buy an apartment, rent it out, and collect monthly income. It’s

straightforward but requires hands-on management. Most European beginners start here — and for

good reason. The learning curve is gentle and the market is transparent.

Small Commercial Properties

Offices, retail units, and mixed-use buildings. Higher yields but longer vacancy periods and more

complex leases. Tenants are businesses, which means different risk dynamics than residential.

Alternative Assets

Storage units, parking spaces, micro-logistics facilities. These are increasingly popular among savvy

investors because of strong demand drivers and relatively low management overhead. ESG-focused

assets are also gaining traction.

Funds and SPVs

Pooled investment vehicles managed by professionals. You invest capital alongside others into a

portfolio of properties. Higher minimums, less control, but access to institutional-quality assets. Due

diligence on the manager is critical.

REITs
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Listed companies that own and operate real estate. You buy shares on a stock exchange and receive

dividends from rental income. The most liquid and accessible way to invest in real estate — available

from as little as €50.
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CHAPTER 03

Key Metrics Every Investor Must Know

Professional investors speak a specific language. Here are the metrics you need to master:

Gross Yield

Annual rental income divided by the purchase price. This is the simplest measure but misleading

because it ignores costs. A property with 8% gross yield might have only 4% net yield after expenses.

Formula:

Gross Yield = (Annual Rent / Purchase Price) × 100

Net Yield

Gross yield minus all operating expenses: maintenance, insurance, property tax, management fees,

vacancy allowance. This is the number that actually matters for your cash flow.

Formula:

Net Yield = ((Annual Rent − Annual Expenses) / Total Investment Cost) × 100

Cap Rate

Net Operating Income divided by the property’s current market value. Cap rates help you compare

properties of different sizes and locations. A higher cap rate means higher yield but usually higher

risk.

Formula:

Cap Rate = Net Operating Income / Current Market Value

Cash-on-Cash Return

Annual pre-tax cash flow divided by the total cash you invested (down payment + closing costs). This

is what leveraged investors care about most — it tells you the return on your actual money deployed.
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IRR (Internal Rate of Return)

The annualized return accounting for the timing of all cash flows — purchase, rental income,

expenses, and eventual sale. IRR is the gold standard for comparing investments with different time

horizons.

Equity Multiple

Total cash received divided by total cash invested. An equity multiple of 2.0x means you doubled

your money. Simple but powerful for comparing fund investments.
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CHAPTER 04

How to Screen a Property in 30
Minutes

You don’t need hours to determine if a property deserves deeper analysis. Here’s a rapid screening

framework:

0
1

Location Check (5 min)

Is the area growing? Check population trends, employment data, and infrastructure plans. A

property in a declining area is a losing bet regardless of price.

0
2

Rent Reality (5 min)

Search rental listings in the same building or street. What are comparable apartments

renting for? Don’t trust the seller’s rental estimate — verify it yourself.

0
3

Quick Yield Calculation (5 min)

Take the realistic monthly rent, multiply by 12, subtract 20–25% for estimated expenses,

and divide by the asking price. If net yield is below 4% in your market, think carefully.

0
4

Condition Assessment (5 min)

Does it need renovation? If yes, add 15–20% buffer to contractor estimates. Renovation

always costs more and takes longer than planned.

0
5

Financing Feasibility (5 min)

Can you finance 60–70% of the price at current interest rates and still have positive cash

flow? If the mortgage payment exceeds 70% of rental income, the deal is too tight.
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0
6

Go / No-Go Decision (5 min)

Based on the above, does this property pass the basic filter? If yes, move to full due

diligence. If no, move on — there are always more deals.

Screen 20 properties for every 1 you analyze deeply. Screen 5 deeply for every

1 you buy. Discipline is your edge.
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CHAPTER 05

Understanding Risk

Every investment carries risk. The goal is not to eliminate risk but to understand it, price it, and

manage it:

Vacancy Risk

Your property sits empty. Budget for 5–10% vacancy in residential, 10–20% in commercial. Even the

best properties have turnover.

Maintenance Risk

Things break. Reserve 1–2% of property value per year for repairs. Older buildings need more.

Deferred maintenance compounds into expensive problems.

Interest Rate Risk

Rising rates increase your mortgage payments and reduce property values. Always stress-test your

cash flow at rates 2% higher than today.

Market Cycle Risk

Real estate moves in cycles of 7–15 years. Buying at the peak means years of flat or declining

values. Study where your market is in the cycle.

Tenant Risk

Bad tenants can destroy cash flow through non-payment, property damage, or legal disputes.

Thorough screening upfront saves enormous headaches.

Regulatory Risk

Rent controls, tax changes, zoning restrictions. These can materially impact your returns overnight.

Stay informed about local and EU-level trends.

Liquidity Risk

Real estate is not a stock. Selling takes weeks to months. If you need cash quickly, you’ll likely sell at

a discount.
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CHAPTER 06

Financing Your First Investment

Most real estate investments involve debt. Understanding how leverage works is essential:

Loan-to-Value (LTV)

The percentage of the property’s value that the bank will lend. Typical ranges: 60–80% for residential,

50–70% for commercial. Higher LTV means less cash down but more risk.

Debt Service Coverage Ratio (DSCR)

Net Operating Income divided by annual debt payments. Banks want to see at least 1.2x — meaning

your income covers debt payments with 20% buffer. Below 1.0x means you’re losing money every

month.

Formula:

DSCR = Net Operating Income / Annual Debt Service. Target: 1.25x or higher.

The Leverage Discipline Rule

Professional investors rarely exceed 65% LTV on income properties. The extra yield from higher

leverage is not worth the risk. If a deal only works with 85% financing, it’s not a good deal — it’s a

speculation.

LTV Down Payment on €200k Monthly Payment* Risk Level

60% €80,000 €~580 Conservative

70% €60,000 €~680 Moderate

80% €40,000 €~780 Aggressive

90% €20,000 €~880 High Risk

*Illustrative, based on 4.5% interest, 25-year term
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CHAPTER 07

Your First 90 Days

A structured approach to your first three months as a real estate investor:

Days 1–30: Learn

• Complete RCP Academy Modules 1–2

• Read this guide twice — take notes

• Set your investment criteria: location, budget, minimum yield

• Open a dedicated savings account for your investment capital

• Start monitoring listings in your target area daily

Days 31–60: Screen and Analyze

• Screen 30–50 properties using the 30-minute method

• Shortlist 5–10 for deeper analysis

• Visit at least 5 properties in person

• Talk to local agents, property managers, and other investors

• Get pre-approved for financing so you can move quickly

Days 61–90: Decide and Act

• Run full due diligence on your top 2–3 candidates

• Commission building inspections

• Negotiate based on data, not emotion

• If nothing meets your criteria, wait — discipline beats urgency

• If a deal passes all filters, make an offer and execute

Not investing is also a valid decision. The worst mistake is buying a bad deal

because you felt pressure to act.
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CHAPTER 08

Beyond Apartments

As you gain experience and capital, consider diversifying beyond direct apartment ownership:

Pathway Min Capital Time Needed Best For

Apartments €30–100k 10–20 hrs/month Hands-on investors who want control

Alternatives €50–200k 5–15 hrs/month Higher yields, niche expertise

Funds / SPVs €50–500k 2–5 hrs/month Passive investors, larger capital

REITs €50+ 1–2 hrs/month Maximum liquidity and diversification

The most sophisticated investors combine 2–3 of these pathways. A common portfolio might look

like: 1–2 direct apartments for cash flow, a REIT allocation for liquidity and diversification, and a fund

or SPV investment for access to institutional-quality assets.

RCP’s Investment Pathways page compares all four routes side by side, helping you find the right

mix for your goals, capital, and risk tolerance.

CHAPTER 09

Building a Diversified Portfolio

Diversification in real estate means spreading risk across multiple dimensions:

Geographic Diversification

Don’t put all your capital in one city. Economic downturns, regulatory changes, and market cycles

affect regions differently. Consider 2–3 markets across different countries.

Asset Class Diversification

Mixing residential with commercial, alternatives, and REITs reduces your exposure to any single

segment. When office markets struggle, logistics might boom.

Structure Diversification
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Combine direct ownership (for control) with listed REITs (for liquidity) and potentially a fund allocation

(for institutional access).

Time Diversification

Don’t deploy all capital at once. Invest over 2–3 years to average out market timing risk.

A well-diversified real estate portfolio should feel slightly boring. That’s a

feature, not a bug.
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WHAT’S NEXT

Next Steps with RCP

This Starter Guide is just the beginning. Here’s how Real Capital Portfolio can help you continue your

journey:

Continue Learning

• Complete all 5 RCP Academy modules at r-cp.eu/learn

• Download the 7-Step Framework for deeper deal analysis

• Use our Net Yield Calculator to evaluate real properties

• Read weekly Insights & Benchmarks articles

Compare Your Options

• Visit Investment Pathways at r-cp.eu/investment-pathways

• Download the Pathways Comparison Checklist

• Understand which route fits your capital and timeline

Join the Community

• Sign up at r-cp.eu/join for ongoing education

• Receive new modules, guides, and benchmark data

• Get invitations to exclusive online webinars

• Access future structured investment opportunities

Ready for the next step?

Download the 7-Step Framework for Analyzing Any Real Estate Investment —

the same checklist used by professional investors to evaluate every deal.

Get it free at r-cp.eu/guides/7-step-framework

Real Capital Portfolio
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