The Ultimate Guide to
Multi-Family Investing

Introduction: Scaling Your
Wealth, One Door at a Time

I f you've mastered the

fundamentals of residential real
estate, it might be time to scale
your ambitions. Multi-family
investing—the acquisition of
= properties from duplexes to
| apartment buildings—is the
definitive next step for serious
investors looking to accelerate their
wealth creation.

Unlike single-family homes,
multi-family properties offer the power of scale. They multiply your income streams,
diversify your risk across multiple tenants, and create significant operational
efficiencies. This guide will provide a comprehensive overview of how to successfully
analyze, finance, and acquire multi-family properties in the Edmonton area.

Chapter 1: The Multi-Family Advantage in the Edmonton Market
Why make the leap to multi-family? The benefits are substantial.

e Scalability & Cash Flow: Acquiring a 10-unit building is one transaction, not ten.
This allows you to grow your portfolio faster, and with multiple rent payments
coming in each month, your cash flow potential is significantly higher and more
stable.

e Risk Diversification: In a single-family rental, one vacancy means 100% of your
income is gone. In a 10-unit building, one vacancy is only a 10% income loss,
making your investment far more resilient.



e Economies of Scale: It's more cost-effective to manage one larger property than
multiple scattered ones. One roof repair, one landscaping contract, and one
property manager can service all your units, reducing the per-unit cost of
expenses.

e Forced Appreciation Potential: Larger properties often have more "levers" you
can pull to increase their value, such as improving common areas, adding
amenities, or implementing more efficient management systems.

Chapter 2: The Pro-Level Metrics You Must Master

While the basics still apply, multi-family
properties are valued more like
businesses. You need to master these
key commercial metrics:

1. Net Operating Income (NOI): This
is the single most important metric. It is
all rental and other income minus all
operating expenses (property taxes,
insurance, management, repairs,
utilities, etc.), before accounting for
mortgage payments. It represents the
property's profitability.
| 2. Capitalization Rate (Cap Rate):
® The standard for comparing commercial
' properties.

. It measures the unleveraged annual return on the investment. In Edmonton,
you'll learn what a typical cap rate is for different building classes and areas,
which tells you if a property is priced fairly.

3. Debt Service Coverage Ratio (DSCR): This is what your lender cares about
most. . A DSCR of 1.0 means
you have exactly enough income to pay the mortgage. Lenders in Canada
typically require a DSCR of 1.25 or higher, meaning the property's income is 25%
more than its debt obligations.

4. Price Per Unit (or "Price Per Door"): A quick valuation metric.

. It helps you compare a property to recent,

similar sales in the area.



Chapter 3: The Due Diligence Gauntlet

The due diligence period on a multi-family property is intense and non-negotiable.
Your investigation must be thorough and cover three main areas:

e Financial Diligence: This involves an audit of the seller's books. You must obtain

and verify:

The Rent Roll: A list of every tenant, their unit, what they pay in rent, their
lease start/end dates, and any security deposits.

The "T12" (Trailing 12 Months) Profit & Loss Statement: A breakdown of
the property's income and expenses over the last year.

Lease Agreements: Copies of every single lease to check for terms and
inconsistencies.

o

e Physical Diligence: You need to hire professionals to inspect the building's major
systems, including the roof, HVAC, plumbing, electrical, foundation, and parking
lot. This helps you estimate future Capital Expenditures (CapEx).

e Legal Diligence: Your lawyer will review title documents, zoning compliance,
existing service contracts, and ensure there are no legal encumbrances on the

property.

Chapter 4: Financing Your Multi-Family Purchase in Canada

Financing a multi-family property is a
commercial transaction, not a
residential one.

e Conventional Commercial Loans:
Offered by major banks, credit unions,
and alternative lenders. Down payments
are typically higher (often 20-35%), and
the lender's decision is based primarily
on the property's DSCR and NOI, not

gha just your personal income.

e CMHC-Insured Financing: The
Canada Mortgage and Housing
Corporation (CMHC) offers mortgage
insurance for multi-family properties.
This is a powerful tool as it allows for

much higher leverage (lower down payments) and better interest rates. However,
the property and the borrower must meet the CMHC's strict criteria.



Conclusion: Become the CEO of Your Real Estate Portfolio

Investing in multi-family real estate
transforms you from a simple landlord
into the CEO of a real estate enterprise.
It requires a higher level of
sophistication, a meticulous approach
to due diligence, and a strong
professional team. The rewards,
however, are unmatched in their
potential to create significant, lasting
wealth.

If you are ready to explore the world of
multi-family investing, our team has the
specialized expertise to guide you. We
can help you identify opportunities,
perform rigorous analysis, and navigate
the complex acquisition process.
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