
 
 
Paula Pant runs a blog called AffordAnything.com, dedicated to 
helping others understand and reach financial independence. Paula, 
who reached financial independence at the age of 30, is able to 
support her lifestyle with a passive income through real estate 
investments. 
 
What is Financial Independence? 
 
Financial independence is the ability to cover one’s basic cost-of-
living expenses through some form of passive income such as 
stocks, index funds, mutual funds, real estate, or maxing out a 401(k). 
 
Before Investing in Real Estate 

• Make sure your credit card debt is paid. Low interest loans 
are not as much of a concern, but paying off credit cards should 
be a top priority.  

• Make sure you have an emergency fund for you and your 
family. Whether you lose your job, encounter a medical 
emergency, your car breaks down, or your roof starts leaking; 
you can still live worry-free and have money to use that won’t 
affect your investments. 

• Contribute to your retirement funds, IRA, 401(k), etc. Focus 
on the fundamentals of saving, as these can act as a safety net. 
If all other investments fail, you will not have missed out on a 
decade’s worth of retirement contributions. 

• Learn as much as you can before investing. Many people 
will jump on a buying opportunity because it is a tangible 
achievement, however, taking the time to learn before you act 
will help you make the right choices. Paula recommends the 
book : From 0 to 130 Properties in 3.5 Years by Steve 
McKnight 

 
• Before you invest, decide which real estate niche strategy 

you want to pursue. Whether it’s investing in tax liens, flipping 
houses, or buying and holding properties; planning your goals 
beforehand and working backwards will help you plan your 
investments better. Flipping houses, for example, is a full-time 



real estate venture. This is great path for those who want to 
leave their current jobs and focus on buying, fixing, and selling 
houses full-time. Buying and holding, other the other hand, is 
far more of a part-time investment. Properties passively make 
money and require less work. 

 
Real Estate Investment Strategies 
Unlike traditional investments, which require time to appreciate, real 
estate is cash flow-driven, which makes it ideal for developing 
passive income. But how can you know the right property to buy? The 
rest of the interview focuses primarily on the buy and hold niche real 
estate investment strategy. 

• There are many different types of real estate to invest in. 
Most people think of single-family homes, duplexes, triplexes, 
or fourplexes but other options include mobile home parks, 
warehouses, and commercial space such as office buildings 
and retail spaces. 

• The 1% Rule is useful as a first-pass for deciding which 
properties to choose. If the monthly rent is at least 1% of the 
total acquisition price (meaning the price of the property itself 
and any additional spending that went into it to make it 
rentable), then a property meets the 1% Rule. For example, a 
$200,000 property should rent for at least $2,000 a month. As 
Paula points out, she does not buy every property that meets 
this metric, she merely eliminates the properties that do not. 

• The Price-to-Rent Ratio is a measure of the annual income 
you would derive from a rental property relative to the 
price of the property. You can figure out a property’s Price-to-
Rent Ratio by taking the price of a property and dividing it by 
the annual rent. Paula looks for properties with a ratio of at 
least 8.3 or lower. 

• Finding the Capitalization Rate of a property is a direct 
measure of the return on your investment. This is where you 
take into account the price of maintaining and operating 
properties. To find a property’s Capitalization Rate, you must 
figure out your effective gross rent, gross operating income, 
operating overhead, and net operating income. 
 



If you have a property that rents for $1,200 a month (total: 
$14,400) with a 5% vacancy rate, you make $13,680 a 
year, which is your effective gross rent. 

 
Take any other income you make from the property (non-
refundable pet fees, on-site laundry machines, parking, 
etc.) and add it to your effective gross rent to figure out 
your gross operating income. So let’s say you make 
$500 in additional fees, your gross operating income is 
$13,680+$500=$14,180. 
 
Once you have these numbers, figure out how much it will 
cost you to operate and maintain the property, or your 
operating overhead. It should come to about 50% of 
your rent. Let’s say your operating overhead is $6,180. 
 
$14,180-$6,180=$8,000, which is your net operating 
income. 
 
Finally, to find your capitalization rate, divide the total cost 
of the property (let’s say it cost $200,000 to buy) by your 
net operating income ($8,000). $200,000/$8,000=0.04, or 
4%. This property would yield a 4% return, which Paula 
says she’d walk away from. 
 

• Figure out your risk tolerance, or how much risk you are 
willing to take, before purchasing properties. Class A 
properties produce the lowest returns but also the least amount 
of risk. Class B properties produce slightly greater returns but 
also slightly more risk. And Class C properties produce great 
returns but a lot more risk. Paula looks for at least 6-7% 
capitalization on Class A properties. 

 
Building a Team and Forming Working Relationships 
Once you have selected your properties, you will need a team of 
people with whom you maintain working relationships. 

• This includes contractors, electricians, gardeners, and 
others who can help run and maintain a property, especially 
if you do not live in the same area as the properties you own. 



• Talk to people in the market, build connections, and form 
relationships to help maintain your investment goals. 

 
Resources 

• AffordAnything.com 
• RootofGood.com 

• From 0 to 130 Properties in 3.5 Years by Steve McKnight 


