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GLOSSARY

Actuarial Tables 
Spreadsheets of tables used to determine 
the probability of risk. Insurance 
companies input data points to assess the 
likelihood of risk and calculate insurance 
policy premiums from the results.

Amenities
The features of a location or building that 
make it appealing.

Amortization 
The scheduled paying down of a loan over 
a period of time. A fully amortized loan 
schedule calculates the repayments to 
incorporate both the principal and interest 
payments to be repaid by the maturity date 
of the loan.

Anchor 
A large, well-known retail store that 
draws in lots of consumer traffic, such as 
Walmart or Best Buy. Smaller stores situate 
themselves near these popular locations 
in the hope of skimming off some business 
for themselves.

Appreciation
The increase in the value of an asset over time.

Asset Class
A group of investments that behave in a 
similar fashion in the marketplace. There can 
be several types of investments within an 
asset class, but they all generally respond 
the same way to market conditions.

Balloon Payment
The final payment due at the end of a loan 
that is much larger than the scheduled 
repayments, common in short-term loans 
or commercial loans.

Capitalization (Cap) Rates
A real-estate-specific measurement for 
comparing two investments. The metric is 
the ratio of the net operating income and 
the initial cost to purchase the property.

Capital
The value of money and possessions used 
to produce wealth. In the real estate world, 
capital is money, raised through debt or 
provided by the investor.

Case-Shiller Home Price Index
A widely accepted method for measuring 
trends in the real estate market through 
the purchase and resale prices of single-
family homes in nine major divisions in the 
United States. Through repeat sales, the 
index measures the price increases and 
decreases of these homes, standardized to 
the number 100 in January 2000.

Cash Multiple
A simple metric that calculates the cash 
going in and coming out of an investment. 
Cash flow is divided by the cash invested 
to determine the multiple, equating to 
the return an investor can expect for each 
dollar invested.

Commercial Real Estate
Real estate with the sole purpose of 
creating a profit, as opposed to creating a 
domicile for a tenant. Residential buildings 
with five or more units are classified as 
commercial property.

Commodity
A financial term that describes a tangible 
material that can be bought and sold and 
that holds inherent value.

Condotel
A condo hotel, also known as a condotel, 
operates as vacation rental properties. 
Individual units in the building are serviced 
by a reception desk and hotel management 
but can be owned by investors for primary 
use or to be rented out as hotel rooms, 
operated by the management of the building.

Contingency
Creating provisions, either as plans or in a 
contract, for a future event that is liable to 
happen but is not expected.

Density
Cities and counties place restrictions on 
the allowable uses of a defined parcel of 
land. Zoning laws measure floor space or 
housing units per land unit, which dictates 
the number of properties built in that area. 
As population goes up, zoning laws increase 
the allowable density, raising the number of 
units that can be built on that land.

Discount Rate
The interest rate investors use to 
determine the present value of the future 
returns they expect to receive with a 
conservative investment.

Diversification
An investment strategy to manage risk  
by mixing the types of investments in  
one’s portfolio.

Economic Cycle
The standard, measurable cyclical 
movement of the market on a macro scale 
across the entire country.

Entitlements
Rights to develop raw land as granted by the 
governing entity, such as zoning, permits, 
road approval, utilities, and landscaping.

Equities
Shares held in the part ownership of  
a company.

Equity
The dollar amount of an investment that 
one would expect to receive if the asset 
was sold and all debts were paid off.

Federal Housing Administration
A U.S. federal government agency designed 
to protect housing standards and stabilize 
the mortgage market by providing home 
financing.

Financing
The process of securing funding for an 
investment.

Gentrification
The renovation and rebuilding of a 
deteriorated neighborhood, usually 
attracting higher-income residents.

Global Financial Crisis
The term for the 2007-08 housing bubble 
collapse that caused a global recession.

Gross Rent Multiplier
A “quick and dirty” metric to compare 
rental returns within a given market. The 
formula is the market value divided by the 
gross income for the year.
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Hard Money Loan
A debt financed through a private lender 
outside of traditional banks or credit unions.

Homeowners Association (HOA)
A community-led organization that dictates 
and enforces regulations about that 
community. It can be based on a suburb, a 
condominium, or a planned development.

Inflation
The general increase in the price of goods 
and the decrease in buying power of a unit 
of currency over time.

Interest
A fee incurred by a debtor for the right to 
borrow money, paid over the life of the loan.

Internal Rate of Return
An analysis measurement that determines 
how efficient an investment is at making 
returns, excluding factors like inflation and 
external risks.

Last-mile zone
The stage of delivery from a facility or 
distribution center to the end user of  
the goods.

Leverage
The use of debt to finance the purchase 
of a property, thus increasing the potential 
returns from that investment.

Liability Insurance
The portion of an insurance policy that 
protects the holder of the policy against 
claims, payouts, and legal costs incurred if 
the property causes injury or harm.

Liquidity
The state of being capable of quickly 
turning an investment into cash.

Market
A specific system in which one commodity 
(in this case, real estate) can be bought or 
sold. Can also refer to a specific location, 
e.g., the Las Vegas market.

Market Cycles
The natural flow of real estate market 
conditions between recognizable states 
of recession, recovery, expansion, and 
hypersupply. See also Economic Cycles.

Multiple Listing Service (MLS)
A network of active listings accessible by 
licensed real estate agents. Public listing 
services sourcing data from the MLS often 
have limited information available.

Negative Leverage
The state in which the cost of borrowing 
money for an investment is more than the 
expected returns on that investment.

Net Migration
The flow of a population into a defined 
area, calculated as the number of people 
moving into the area less the number of 
people moving out.

Net Operating Costs
All costs involved in the maintenance and 
management of a property.

Net Operating Income (NOI) 
The income generated by a property after 
all operational expenses are deducted.

Net Present Value
The calculation of the expected returns of 
an investment, translated into present-day 
dollar values, to determine an investment’s 
viability.

Net Rental Yield
An evaluative metric using the annual 
rents divided by the property value of an 
investment, determined as a percentage.

Passive Income
Money that is paid to someone regardless 
of their involvement in the investment.

Permit
Approval for any work to be done to a 
property, given by the governing body 
overseeing the area.

Pocket Listing
A property for sale that is not publicly 
listed on any forums or websites.

Principal
The sum of money borrowed for an 
investment upon which the interest is 
calculated.

Private Mortgage Insurance (PMI)
An insurance policy that is designed to 
protect the lender in the event the borrower 
does not continue making scheduled 
repayments on a mortgage. PMI is required 
when the down payment amount is less 
than the agreed-upon percent value of the 
home, often set at 20 percent.

Property Manager
A professional person or service that oversees 
the daily operations of a property including 
tenants, maintenance, and marketing.

Refinance
A reevaluation performed by a lender to 
determine the new value of a property, often 
resulting in issuance of a loan at a lower 
interest rate according to the new value.

REIT
Real Estate Investment Trusts (REITs) are 
companies that operate real estate assets 
and allow investors to indirectly own a 
portion of those assets, often within a 
portfolio of several properties.

Residential Real Estate
Real estate with the sole purpose of 
housing tenants. Residential buildings with 
more than five units are not included in 
this category. See Commercial Real Estate.

Returns
The cash flow that is due to the investor 
from an investment, in the form of monthly 
rent or as a lump sum after the sale of  
the investment.

ROI (Return on Investment)
A measure used to determine the money an 
investor can expect to receive in proportion 
to the capital invested in a property, 
expressed in the form of a percentage.

Rule of 72
A simple, back-of-the-envelope calculation 
to determine the length of time (in years) 
an investment will take to double in value.

Seasoning Period
The length of time a borrower must hold 
a loan before the lender will consider a 
refinancing of the investment.

Secondary Property
A property one owns that is not their 
primary residence, often used for 
investment purposes.
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Subprime Mortgage
A mortgage issued to borrowers who do not 
meet the required credit score minimum to 
qualify for a conventional mortgage.

Tenant
The person or business that occupies a 
property that is rented from the owner of 
the property.

Term
The length of time until a loan is fully 
repaid or due back to the lender.

Vacancy
A property that is unoccupied or without a 
paying tenant.

Zoning Map
A map determined by a municipal council 
to show the districts of a region and the 
approved use of those districts.
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