
donisinvestmentgroup.com

The Donis Brothers

Apartment Investors

How to NOT Go
Bankrupt: 5 Mistakes
New Investors Make

Find out what they are
and how to avoid them

at all costs!

5+ Multifamily
Insider Tips



Are You Interested in Investing
in Multifamily Real Estate?

If you said YES, then you are in the right place! 

You've taken a great first step by opening this playbook. 

You're probably looking to invest while also protecting yourself

and your money. I have good news!

After reading through this playbook, you will be five steps closer

to becoming a savvy investor, achieving your financial goals, and

reaching financial freedom so you can retire early, travel, or buy

your dream house.
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Do you want to avoid the mistakes countless
new investors have made?
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Investing in apartments as a first time investor can be confusing when

you're first getting started. If you're a millennial looking to built  wealth in

multifamily real estate, you're taking a step in the right direction. 

The truth is...even experienced passive investors make mistakes.

In this playbook, you’re going to learn how to avoid 5 specific investing

mistakes that can save you money and help you feel more confident

about your investment decisions.

Let's Do This!
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What is Multifamily
Real Estate?

In multifamily syndications, there are multiple roles. The

sponsors, aka the general partners, are in charge of

finding the deal, underwriting it, and executing the

business plan during the asset’s hold period. They raise

capital from passive investors. Passive investors, aka

limited partners, bring money to the deal, have a hands-

off role, and receive distributions. 
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First, let's define multifamily

real estate. 

Multifamily real estate = any

property with two or more

units. As apartment

syndicators, we mostly work

with 50+ unit properties.



How Apartment
Investing Can 9x Your

Wealth

But, it can add multiple zeros to your net worth faster than most

investments. By investing in apartment deals, you can save your

profits and reinvest it into more deals. This creates a compounding

effect that helps you exponentially grow your wealth.

For example, let’s say you invest $100,000 in an apartment deal. If the

deal is projected to double the investor's initial investment in 5 years,

then you’ll have profited $100,000 total by the end of the hold

period. So, you’ll now have $200,000 to play with. By investing this

into another apartment syndication, you can double your investment

again. Does this remind you of the board game Monopoly?

 Investing in apartments can be a great investment option. But, there

are certain missteps many newer investors make when they’re first

starting out. Don’t worry — we’re here to make sure you don’t repeat

these mistakes.
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Real estate is not a get
rich quick strategy.



An Overview of the
5 Mistakes ...

Mistake #1
Failing to Vet Your Sponsor

Mistake #4
Not Understanding the

Underwriting
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Mistake #2
Not Understanding the Deal

Structure

Mistake #5
Not Understanding How

Refinances Work 

Mistake #3
Not Understanding Taxes and

Asset Protection

If you face these problems, it’s okay! This playbook will provide some
guidance so you can protect you and your family’s wealth. 

 
Let’s start with the first mistake…



 Failing to Vet Your Sponsor 
 As a passive investor, you are primarily investing in a

person, not the deal. 

No matter how good the deal is, or how attractive the
market is, the most important factor in a syndication
deal is the deal sponsor. 

This person will be in charge of carrying out the
business plan. The sponsor in a multifamily syndication
will determine how the asset performs during the hold
period. 

The best sponsors can make an average property
produce great returns with an excellent strategy,
execution, and investor communication. However, a
bad sponsor can ruin even a great deal.

Mistake #1
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What Does This Mean For
You? 

If you’re worried about losing money on your first apartment

syndication, a way to mitigate the risk of this is by doing your

research on the team in charge of the deal. The sponsorship team is

the biggest risk factor in the entire deal, after all.



What can you do to
vet your sponsor?  

How does the sponsor plan on communicating with
investors during the hold period? 
Can I speak with a current investor to see what their
experience has been?  
What is the sponsor’s experience and track record with this
type of asset and business model? 
How many deals has this sponsor done in this market? 
What steps does the sponsor take to underwrite their deals
conservatively? 
Is the sponsor investing their own money into the deal?

Here’s a list of questions to ask your sponsor. These aren’t the
only things to look into, but it’s a great place to start. 
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Class A properties have the lowest returns because they are in
good condition and require minimal renovations. 

Class B properties have moderate risk and require some
renovations and upfront costs. 

Class C and D properties have the most risk and require the
most renovations, which means there is higher opportunity for
value add.

 

Mistake #2
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Not Understanding the Deal
Structure 



Value-add investors go into a property and force appreciation
by improving the condition of the property or decreasing the
operational costs of the property. 

Turn Key investors buy a property and immediately rent it out
with little to no capital expenditure. 

Distressed property investors find a run down property and fix
it up.

The most
common
investment
strategies
include value
add, turn key,
and distressed. 
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When it comes to
structure, as a passive
investor you should
familiarize yourself with a
deal’s: 

Operational Cash Flow-

this is the distributions

passive investors receive

during the asset’s hold

period 

Returns from the

Sale/Refinance of the

property  

Sponsor Fees

1.

2.

3.
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What does this mean for you? 



That’s the perk of being a
passive investor in the deal.
But, you are still responsible
for making educated
investment decisions, and
you wouldn’t be reading this
if you weren’t determined to
do just that! 

So, before you start looking
at apartment deals to invest
in, make sure you’ve done
your own research on
apartment syndications.

As a passive investor, you
aren’t expected to clean
toilets or evict a non-
paying resident. 

Before you start looking at apartment deals to invest in,

make sure you’ve done your own research on

apartment syndications. Understanding basic terms,

and having a general idea of how the process works will

remove some of the fear you might have. Fear is, after

all, a lack of knowledge. 
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F-false
E-evidence
A-appearing
R-real

Understanding basic terms, and having a general idea of

how the process works will remove some of the fear you

might have. Fear is, after all, a lack of knowledge. 

 Let’s say you’ve been sent a deal by a sponsor you know,

like, and trust. Review the information they sent you. If you

are unclear on something, make sure you ask the sponsor. It

is a sponsor's duty to clear up any confusion.
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There are also some supplemental terms passive

investors should understand. Having a foundational

grasp on these key terms will enable you to ask the right

questions, and understand the language your sponsor is

speaking during meetings with them.
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Capitalization Rate 

Cash on Cash Return

Preferred Return 

Internal Rate of Return (IRR)

Disposition Fee 

Asset Management Fee 

Acquisition Fee 

Threshold Cash Flow 

Guaranty Fee



You can look them up on Google by searching,
“Define (word/term) apartment syndication.”
You don’t need to memorize these terms, but
you should understand what they mean. 

Investors should always do enough homework
and due diligence on a deal to ensure that they
understand the structure and returns of the
investment. 

For example, while most investors easily
understand an 8% Preferred Return paid out
quarterly, many do not really understand how
the IRR projection may factor into their returns
upon sale of the asset. 

As mentioned, a great sponsor should provide
general information on the investment
opportunity to make sure their investors
understand the deal structure and projected
returns. So, if there’s something you do not
understand, make sure to ask your sponsor. 
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If you’re looking to invest passively in multifamily real estate,
make sure you understand how doing so will impact your
other assets. An important thing to consider when investing
passively are the tax implications associated. 

Also, take advantage of any opportunities to offset your tax
liability. Real estate is known to have great tax benefits, such
as depreciation. But, it is up to you to consult with a tax
professional to make sure you take full advantage of these
benefits.

 

Mistake #3
Not Understanding Taxes and

Asset Protection
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You may want to consider asset protection when you invest
passively in a deal. If you have stocks, or a portfolio of single
family houses, you should have a plan in place to protect
your assets to prepare for worst-case scenarios.

Being cautious and proactive is better than being reactive.
Many times, waiting until something bad happens is too late.
This is why it is important to have a lawyer and a tax
professional on your team. Make sure these professionals
have experience with passive investments in real estate
syndications. They should be experts in sophisticated
multifamily investments.



A sponsor might be able to answer some general
questions. You could ask your sponsor about the tax
benefits associated with the deal, and for advice on
asset protection. However, sponsors are usually not
tax professionals or lawyers. They work with multiple
investors on any particular deal. It is not realistic to
expect them to give you tax and legal advice,
because they don’t know your specific situation. 

Also, everyone’s tax situation is different. This is why
you should build a strong team of professionals who
can advise you. Your lawyer and accountant can
guide you and help you plan based on your personal
situation. 

When you’re looking for a tax professional, it can be
helpful to ask trusted sponsors who they
recommend. Also, ask the tax professional what their
experience is with apartment syndications and
passive investments. If they don’t know what an
“apartment syndication” is, then they might not be a
good fit. 



Many passive investors do not understand the underwriting
process used to qualify and review an investment opportunity.
This is a major mistake, because a lack of knowledge can lead you
to making poor investment decisions.

 Underwriting is the framework that allows investors to determine
projections, estimate capital expenditure, and create the
business plan for an investment opportunity. New passive
investors don’t need to become experts in underwriting
properties. But, a basic understanding of underwriting is essential
to making savvy investments and mitigating risk.

Mistake #4
 Not Understanding the

Underwriting
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How multifamily properties
generate revenue 
How investors add value to a
property 
Rough timelines for renovations
and hold periods 

If you are a newer investor, you
should have a basic understanding
of the ins and outs of real estate
syndications. Some things you
should understand include: Why did the sponsor

choose to structure the
business plan this way? 
Does it seem realistic? Or
is it too aggressive?

Also, you should learn the
business plan.  Ask yourself
(or your sponsor): 



You don't need to become an expert! 

For example, the sponsor might have an aggressive projection of
rent appreciation. Or, maybe their exit cap rate is equal to their
entry cap rate. This is aggressive, because it assumes that the
economy will be the same at the end of the business plan as it was
at the beginning. If this is the case, ask the sponsor what makes
them so confident in their projections.

For
example

You don't need to know everything about real estate
syndication, but you should have a foundational
understanding of the underwriting process. This will allow
you to identify places where the sponsor is taking major
risks, and you’ll be able to gauge how comfortable you are
with those risks. 



Do you understand what a refinance is, and why investors do
them? 

When an investor employs a value add strategy, they are forcing
appreciation of a property to increase the value of the property.
This happens because the Net Operating Income (NOI) of the
property increases. Once the NOI increases past a certain point,
the investor will do a refinance. This entails adding more debt on
the property, because the increase in value supports more debt.
This new debt is returned to investors, which can return part or all
of their investment. 

Keep in mind: Refinances are not guaranteed. If the debt market
does not support refinancing when the investor plans on
refinancing, then refinancing wouldn’t be an option.

 

Mistake #5
Not Understanding How

Refinances Work
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What does this mean
for you?

Why did they include the refinance? 

What is their strategy? 

What makes them confident that they will be able to refinance?

 Do they have back up plans if they are unable to refinance? 

If a sponsor includes a refinance in their underwriting, this isn’t necessarily

a red flag. However, you should ask yourself and the sponsor, 

If a sponsor bases their Internal Rate of Return on a refinance, then you

should question it. If a refinance doesn't happen, their attractively high

IRR can become obsolete. 

That’s why it’s important to understand how refinances work. You want

to be able to identify any potential red flags, if they are present.
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You’re  one step closer to generating passive
income and living a life by your own design. 
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Don't make these missteps.

You've got the knowledge. Now, you need access to investment opportunities!

Our investments are regulated, which means we’re required to have a
relationship with you before we’re allowed to send you live deals to look at. 
All you have to do is two simple steps – click here to join our investor club and
connect with us via phone or zoom.

Together, we can decide if it makes sense to take the next step. 

Failing To Vet The Sponsor 
Not Understanding the Deal Structure 
Not Understanding Taxes and Asset Protection 
Not Understanding the Underwriting 
Not Understanding How Refinances Work

 
1.

2.
3.
4.
5.

As always, cheers to your financial success,
health, and happiness – we can’t wait to meet

you!

-The Donis Brothers

https://www.donisinvestmentgroup.com/invest-now

