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A real-estate investor who's acquired over 50 properties with
the BRRRR method shares his best advice for using the
strategy in today's market — especially as home prices fall
and rents drop around the US

William Edwards Feb 1, 2023, 8:05 AM
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The BRRRR method — that's buy, rehab, rent, re�nance, repeat — is

a tried and true real-estate investing method that's helped

countless investors scale up their portfolios. 

It's how Kumar Sadaram, a New Jersey-based investor, has acquired

more than 50 properties since 2012. 
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But it's a di�erent market environment today than it was a decade

ago. Home prices �nally bottomed in 2012 following the mid-2000s

housing bubble, and investors have been able to ride a wave of price
appreciation since then. 

Today, home prices are falling. After surging 45% on a national

basis — and even more in certain areas of the country — from

January 2020 to June 2022, home values have dropped by 4% from

June to October 2022, according to the S&P CoreLogic Case-Shiller
US National Home Price NSA Index. Rents are also dropping in

markets around the US. 

The path of US home prices since 2000. Federal Reserve Bank of St. Louis

Falling home prices and rents make for a daunting environment for

real-estate investors, especially those looking to scale up using
strategies like the BRRRR method. Falling rents put investors at risk

of not covering their mortgage payments; and falling home prices

mean investors can pull less money out of their properties when

re�nancing, and may negate some of the value created from

renovation.

But Sadaram is still convinced the BRRRR method is the best way to

build a portfolio, even in today's market. He's still using it himself,

he told Insider.

"We should not be scared of what's going on in the market," he said.

"Nobody has a crystal ball, nobody will ever be able to tell where the

bottom is."

Sadaram's best advice for using the BRRRR
method in today's market

There are, however, some things investors need to keep in mind
amid the bearish environment, he said. 

For example, Sadaram said to stay away from markets that have

seen the highest price appreciation over the last few years. Instead,
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focus on regions that are more under the radar, he said. For

Sadaram, that's the southern part of New Jersey. 

"You have to look at the markets who have not been poster childs in
the post-COVID world," he said. "It's not the Phoenix market, it's

not the Florida markets, it's not the Austin, Texas market. But there

are still many markets in the country where things have not gone

crazy."

Themes to identify in an attractive market include a healthy

economy where rent levels are supported by the area's median
income, he said.

Next, he said that looking at markets where rents have not gone up

a lot in recent years will help prevent downside risk. 

"I'm investing in markets — and also advising people to enter into

markets — which are very a�ordable, where the downside is very

little," he said. "The markets I'm not talking about, the rents are not
ridiculous — they haven't gone up from $1,000 to $2,000, like in

many Florida markets that I've seen."

According to data from Rent., some of the most stable markets over

the last year include Philadelphia, Pennsylvania; Washington, DC;

Dallas, Texas; and Boston, Massachusetts. 

As long the underwriting on a deal is good and investors can break
even on a property's monthly costs — and the property is in an area

with very low downside risk — Sadaram said he recommends going

ahead with the purchase. He said to use the 1% rule, where monthly

rents should be 1% of the cost of the property. 

While many investors aim for positive monthly cash �ow on
properties, Sadaram said that opportunity should come down the

road when interest rates are lower. 

"If you are entering the market today, where it at least breaks even

with the very high cost of �nancing, you will eventually have the

opportunity to do a re�nance at any given time and to make the
deal better for you from what it is today," he said. "But if the deal

itself is not self-su�cient for you today, it raises the question mark

on how you're going to sustain for a prolonged period of high

interest rates."
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Real-estate investing in a down market:
Strategies to use, how far home prices will fall,
cities where prices are falling the most, which
markets to invest in, and more
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