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How to Earn 30% or More Per Year Investing
in Real Estate
The five layers of real-estate returns — cash flow, appreciation, leverage, principal paydown, and tax

shelter — walked through on a real $300,000 rental example.

JULY 2026  •    BY THE ALVORADA MORTGAGE TEAM

A total return of 30% or more per year from a rental property sounds like a late-night infomercial. It isn't —

but it also isn't magic. It's what happens when you understand that real estate pays you in five different

ways at the same time, and that the return is measured on your down payment, not on the whole price

of the house.

Let's walk through all five layers on one realistic example: a $300,000 rental home that rents for $2,500 a

month.

Layer 1: Cash Flow from Rent

Start with the honest version of the rent math — the one that budgets for vacancy and expenses before

they happen:
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Annual Rental Income

Potential rent ($2,500 × 12) $30,000

Less ½ month vacancy per year –$1,250

True rental income $28,750

Annual Expenses

Property taxes $3,250

Insurance $1,750

Repairs & maintenance $1,750

Property management $2,500

Total expenses $9,250

Net operating income $19,500

If you paid all cash, that's a 6.5% return ($19,500 on $300,000) before we count anything else. Manage the

property yourself and you keep the $2,500 management fee too.

Layer 2: Appreciation

Home prices move in cycles, but over the long run they have historically risen with inflation and

construction costs — commonly estimated at 3–5% per year. At 5%, your $300,000 property gains $15,000

in a year. And compounding is quiet but relentless: at that same rate, in ten years the property would be

worth roughly $488,000. (No year is guaranteed — this is a long-game number, not a promise.)

Layer 3: Leverage — Where It Gets Interesting

Leverage means using the bank's money to control the asset. Put 20% down ($60,000) and finance

$240,000 at 6% for 30 years. The payment is about $1,439/month — roughly $17,270 a year.

Your cash flow shrinks: $28,750 income – $9,250 expenses – $17,270 debt service = $2,230 a year. Sounds

worse? Look at what the return is measured against now — your $60,000, not $300,000:

Cash flow: $2,230 ÷ $60,000 = 3.7%

Appreciation: $15,000 ÷ $60,000 = 25.0%

Same house, same rent — but the appreciation on the whole property now lands on one fifth of the

money. That's the engine. Running total: 28.7%.
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Layer 4: Principal Reduction

Every month, part of that mortgage payment pays down the loan itself — and your tenant's rent is what

funds it. In year one, about $2,950 of the balance disappears. That's equity you keep: $2,950 ÷ $60,000 =

+4.9%. Running total: 33.6%.

Layer 5: Tax Shelter

The IRS lets you depreciate the dwelling (not the land) over 27.5 years — even while it appreciates. If the

dwelling is worth $255,000 (land $45,000), that's a ~$9,270 deduction every year. It shelters your entire

$2,230 cash flow and still shows a paper loss. In a combined 30% federal + state bracket, the savings are

worth about $2,780 a year: +4.6%. (Everyone's tax situation differs — run yours with a CPA.)

Adding It All Up

Layer Year-1 Dollars Return on Your $60,000

Cash flow from rent $2,230 3.7%

Appreciation (5%) $15,000 25.0%

Principal reduction $2,950 4.9%

Tax savings $2,780 4.6%

Total $22,960 38.2%

Why the headline says 30%. Even if appreciation comes in at 3% instead of 5%, or repairs run heavy

one year, the five layers together still clear 30% in this example. The structure of the return is what

matters — not one hot year.

Keys to Success

1. The cash-out refinance

The real wealth move. In ten years (at 5% appreciation) the property is worth about $488,000 and the loan

is paid down to roughly $200,800. An 80% cash-out refinance frees up about $190,000 — and loan

proceeds are not taxable income. Use it to buy the next property, and the flywheel spins. One rule: the

rent must comfortably cover the new payment — the same discipline a DSCR lender applies.

2. Never over-finance

Never borrow so much that the property loses money every month. Budget vacancies and repairs, keep a

cushion, and aim for at least 20% down — it usually means positive cash flow, no mortgage insurance, and
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the best pricing.

3. Keep the property in great rental condition

Well-kept homes rent faster, stay occupied longer, and command higher rent. Good condition pays for

itself.

4. Don't sell — exchange

Selling triggers capital gains and depreciation-recapture taxes. The tax code's like-kind exchange rules (a

"1031 exchange") let you roll into a bigger property and defer those taxes instead. Talk to your CPA before

ever listing a rental for sale.

Financing is the piece that makes all five layers work — and investors don't have to qualify like

homebuyers. A DSCR loan approves the deal on the property's own rent (see our DSCR guide), works

with LLCs, and doesn't count your other properties against you. That's how portfolios grow past

property #1.

Before You Run Out and Buy

These figures are an educational illustration, not a promise — markets swing, tenants leave, roofs leak,

and tax rules change. But the five-layer structure is real, and it's why patient landlords quietly outperform.

We'll run this exact math with you on any property you're considering — rent, taxes, insurance, financing

options, and the DSCR — before you write an offer, in English, Portuguese, or Spanish.
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Let's Talk About Your Mortgage

Our team serves you in English, Portuguese, and Spanish — no cost, no obligation.

Jade Taylor

BROKER / OWNER

NMLS # 1822210

(678) 753-5233  •  jade@alvoradamortgage.com

English · Português · Español

ALVORADA MORTGAGE, LLC

OFFICE

2326 Wisteria Drive

Suite 210

Snellville, GA 30078

CONTACT

Phone: (770) 742-6000

Fax: (770) 285-5530

WhatsApp:

+1 (678) 753-5233

ONLINE

alvoradamortgage.com

info@alvoradamortgage.com

Google Business Profile

LICENSES

NMLS # 2137907

Georgia # 2137907

Florida # MBR5158

Ready to get started?

Apply online in about 15 minutes: alvorada.my1003app.com/1822210/register

This report is for educational purposes only and is not a commitment to lend or an offer of specific terms. Program requirements, rates, and conditions vary by

lender and are subject to change without notice. Not all borrowers will qualify. Alvorada Mortgage, LLC is a mortgage broker licensed in the states of Georgia

and Florida. NMLS # 2137907 | Licensed in Georgia - License # 2137907 | Licensed in Florida - License # MBR5158.

EQUAL HOUSING OPPORTUNITY LENDER
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