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One great way to make money in real estate is by buying distressed properties for sale, renovating them quickly and selling them at a profit, or renting them out. This allows you to make profits in a lump sum or earn more rental income respectively. However, traditional mortgages may not be suitable for rehabbing a house due to limiting property qualifications and long closing periods. This leads real estate investors to ask “Can you get a rehab loan for an investment property?” Yes, you can!
If you don’t have enough cash and want to renovate a property, you should consider rehab loans for investment property. Read on to find out what rehab loans are and learn about the main options available to real estate investors.
What Are Rehab Loans?
Rehab loans are types of investment property loans that help real estate investors to purchase and renovate a property before selling or renting it. These investment loans usually combine the purchase costs and the costs of renovating the property into a single short-term loan. While rehab loans for investment property are typically used for short-term investments, it’s also possible for long-term real estate investors to secure a rehab loan to renovate a rental property before refinancing.
Since they are typically short-term loans, rehab loans for investment property usually carry higher interest rates than other conventional investment property loans. The good thing with rehab loans is that you can get financing within a few days or weeks, unlike conventional loans that can take months. The size of the loan usually varies depending on a number of factors such as the type of loan, the condition of the investment property, and the needed repairs.
3 Types of Rehab Loans for Investment Property
Here are 3 rehab loan options for real estate investors:
1. Hard Money Rehab Loans
Hard money rehab loans are loans that are given by private lenders and are usually secured by the investment property. The main advantage of using hard money loans to finance a real estate rehab is that it is usually easier to qualify for this type of financing compared to other rehab loans for investment property.
Hard money lenders usually focus more on the investment property’s profitability and less on the borrower’s credit-worthiness. Conventional lenders have to check your credit score and income before approving you for a loan. In fact, it’s possible to negotiate everything from the loan amount, payoff period, points, and interest rate with a hard money lender.
Hard money lenders will use the property’s after-repair value (ARV) to determine the maximum loan amount. They may loan you up to 75% of the ARV. Depending on the lender, you can get up to 100% of rehab funding (initial cost of property and renovation) in a matter of days or weeks. For real estate investors looking for fix and flip loans, hard money rehab loans can be a great option.
The biggest drawback of using this type of rehab loan is they usually have relatively high investment property mortgage rates. This is because they have shorter repayment terms than other investment property loans and because renovation projects carry more risk. However, the rates will vary from lender to lender.
2. Investment Property Line of Credit (LOC)
If you are currently a homeowner, one of the rehab loans for investment property you should consider is an investment property line of credit (LOC).
This loan allows you to tap into your existing property’s equity to finance the renovation of your investment property. Just like a home equity line of credit (HELOC), you will have a revolving line of credit that you can use to buy and rehab new investment properties.

These rehab loans are usually ideal for investors with regular renovation projects. It is a highly flexible financing option that will ensure you don’t miss out on lucrative investment opportunities. However, not all lenders offer this type of rehab loan for investment property.
3. Permanent Rehab Mortgages
For long-term real estate investors, permanent rehab mortgages are the best option for buying a rental property that needs repair work. One common permanent rehab mortgage option is a Federal Housing Administration (FHA) 203k loan. FHA 203k loans are only available to investors who are rehabbing owner-occupied properties. Meaning, if you’re a house hacker, this could be the loan option for you.
New real estate investors are attracted to these loans because they offer an easy entry into real estate investing. They usually have low down payments compared to other rehab loans for investment property (as little as 3.5%). The maximum amount you can borrow will depend on the FHA mortgage limit for the area. You must have a good credit score and the cost of renovating the property must be at least $5,000 for you to be eligible for this loan.
A Home-Style Renovation (HSR) loan is another permanent rehab mortgage to consider. These are low-interest rehab loans for investors that are backed by Fannie Mae. However, they usually have restrictions and need additional documentation.

