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While the main focus of Deals On Demand is finding and negotiating deals successfully, we 
decided to include a number of “advanced strategy briefings” that will allow you to discover 
more about some of the strategies we mention in the program. This way you can decide if it may 
be of use to you to learn about the strategy in more depth later. 
 
Introduction 
 
One of the pitfalls that I hear people come up against time and time again is the fact that they 
have no money for a deposit. They explain to me that they can’t even get started with property 
investment because they don’t have the ready cash to start their portfolio. I know that by using 
the traditional way of buying a property and beginning your property investment business can 
mean that you need cash. And often a lot of it. You may need money for – 
 

● Solicitors fees  
● Mortgage brokers’ fee 
● Stamp duty 
● Surveyor’s fee 
● Mortgage arrangement fee 
● Money transfer fee (sometimes known as a CHAPS fee) 

 
And a lot of these are just a part of a property transaction – you can’t work your way around 
them in general. But the one area where you need money is the deposit that the mortgage 
lender requires when you buy a home. The theory goes that if you have little or no financial 
interest in a property then you are far less likely to take care of it.  
 
If you put no money down and there is an issue in paying the monthly mortgage payment, then 
what is to stop you just walking away? If the lender sets a regulation that you must put down a 
deposit then you stand to lose a big chunk of money from the deal. Now you pay more attention 
and look after the investment you have made. The lender is happy. 
 
With a commercial transaction such as a property you are going to rent out then you don’t rely 
on this to be the roof over your head for you and your family. So, the deposits required are even 
higher. When you add all of the fees above together they may amount to a few thousand 
pounds. But a 25% deposit on a property worth £150,000 dwarfs that figure and you may will 
need a staggering £37,500 to buy your first property – and remember that this is just one 
property.  
 
If you want a portfolio of 30 properties, for example, then you are now looking at over a cool 
million pounds to get where you need to be. This is enough to stop you in your tracks and make 
you think that this just isn’t the game for you. But it doesn’t have to be this way.  
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What is a property option? 
 
So, we might as well start with the most important part. If you are going to use options in your 
property investment business then you had better understand what they are, and what they do.  
 
Options are used all over the world in financial markets. An option gives someone the right to 
buy, but not the obligation, an asset at an agreed price on or before a specified date. So, an 
agreement is drawn up where the seller must sell the asset (in our case a property) at a 
pre-agreed price on or before a date that both parties have agreed on. In finance, it helps 
companies hedge against future rises or losses in a particular stock. If they know what price 
they can buy at in the future, then they also know a profit level if they sell that same stock to 
someone else at a higher price. Speculators use this when they feel that a stock will rise in 
value, but don’t want to put their own cash down and tie it up in the stock until that later date. It 
works pretty much the same way with property too. 
 
I first encountered options when I found I had a particular property that was causing me a 
headache. It needed to have money spent on it to get a better quality of tenant, but that was 
money I didn’t have. All the tenants moved in and quickly moved out again, often leaving a 
mess and some arrears. This property was causing me more problems than all of the others in 
my portfolio put together. I had to do something radical to make a change. I found a tenant that 
was willing to buy the property from me on an option. They get the property in a few years at an 
agreed price and I got a tenant that would look after the property and not leave shortly after 
moving in because they were moving towards owning the home. They even saw it as their own 
home and took care of all the maintenance themselves. It was the perfect way to deal with this 
problem property. 
 
But you don’t have to already own a property to work options to your advantage. You can get a 
lease option on a property that someone else owns and then use this option to your advantage. 
There are many people out there that want to move home but have little or no equity in their 
home – many people will still be in negative equity from the 100% mortgages that were 
available as little as ten years ago. This means that they feel trapped in their property. Many 
have the deposit for a new home saved but cannot do anything about their existing home to get 
on with their life.  
 
The buying lease option means that you agree to buy the property at a future date at an agreed 
price. If you have done your homework then you can often find a property that looks like it may 
go up in value over the period of time, and you can also agree a good discount with the seller 
who is extremely motivated to sell.  
 
You then take over the property and the mortgage payments while they move out and get their 
new place. You rent the property out for more than the monthly mortgage payments and make a 
small profit each month in cash while getting closer to owning the property in the period before 
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the agreed date when the option expires. A strong agreement for you will include the fact that 
the monthly mortgage payments that you take over will go towards the final price. So, for 
example, if you pay £500 per month for 3 years then this figure (36 x £500 = £18,000) will be 
taken off the final agreed price. 
 
Options are the investor's friend if you know how to use them and are inventive enough to get 
them to work on your behalf. You can use them in all manner of ways, including – 
 

● Selling a property in your portfolio that causes you a problem  
● Buying a property and then re-letting it to a tenant 
● Take a profitable option and then sell this on to someone else at a profit 
● Get an option on a property in poor condition before refurbishing it and flipping it 
● Take an option on a house before converting into flats and selling for a good profit 
● Find a piece of land, get an option and develop a property before selling on again for 

profit 
 
You can see deals in a completely different light if you know what an option is and how to utilise 
it. The beauty of all this – you don’t need money down for an option. Most options are 
agreements that you enter into without cost (or a minimal cost). Speak to your solicitor about 
how easy it is to draw one up. Then you can make them part of your armoury. You can deal in 
property opportunities like those listed above and never have to put your hand in your pocket to 
buy the property or land in the first place. Now you can see the power of the option, particularly 
if you want to invest quickly and don’t have the money to approach a bank for a traditional 
mortgage. 
 
What does this mean to you as an investor? 
 
Freedom to deal in property is the dream of pretty much every property investor. Once you start 
to make the right connections and speak to people about property all day long, you see deals 
everywhere. You see the opportunity to make money several times a week as a minimum but 
don’t always have the means to make it work. Money is the major factor in property investing. If 
you don’t have an endless supply of it (and who does?) then you see lost opportunities. You see 
the chance to make money and have to walk away. It can be quite painful at times. You don’t 
want to see a good deal go to someone else just because you are not in a position to move. 
This is where the option comes in. If your seller agrees, then you get to move on pretty much 
everything you see. You don’t need to go cap in hand to the bank and ask for money. You can 
buy, sell, rent and trade in property without ever having to get a mortgage. When the property 
market collapsed in 2008 and took the financial markets with it (or was it the other way around? 
There is a lot of debate about this) then it became really tough to get a mortgage. In many ways, 
it went back to the old way of borrowing money where you pretty much had to prove that you 
didn’t need a mortgage in order to get one. This is where the options took off. People who 
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couldn’t get a mortgage at that point in time still wanted to make those deals so they offered 
options to sellers. This is still just as relevant today. 
 
The ability to make a deal without having to spend big means that you are flexible and ready to 
move at any time. Sellers like this. If you have estate agents that want a buyer to move quickly 
or someone that trades in property and wants a no-fuss deal then you will be one of the first 
names on the list if you are able to jump at opportunities. Of course, your seller has to be willing 
to agree to the option and maybe wait a while for their money but you can agree a deal and get 
the paperwork dealt with in a very short space of time. As we saw before, this is something that 
those in negative or zero equity will love. There are whole businesses set up on the back of 
dealing in options. You can get to build your empire starting today rather than waiting years to 
save up the deposit for your first investment. 
 
What are the advantages of using property options? 
 
As an investor, you will love the property option. It gives you a ton of advantages, without 
ripping off the seller. In many deals, there has to be a winner and a loser. You take the risk on 
the option in a way because you don’t know what will happen to the price of that property in the 
meantime. You don’t have to agree a massive discount with the seller because you are not 
obliged to buy from them when the option expires. So, you can just walk away from the deal if it 
doesn’t suit you. In this deal, there doesn’t have to be a winner and a loser. You can both walk 
away with a win. The seller that might be in negative equity gets to move on with their life. You 
get to make money from having a tenant in the property for the period of the option and then 
maybe the chance to buy a property at a good price. Don’t forget that if you put a good deal 
together then you can have immediate equity built in by making sure that the rent paid is offset 
against the purchase price. So, you get a massive discount that has been paid for by your 
tenant. 
 
There are other advantages to buying a property on a lease option. Here is a little more detail 
about these – 
 
You don’t need a mortgage because you just pay the current owner and they pay the mortgage. 
In addition, if you find a property with good rental demand then you find that the rent a tenant 
pays you will provide some cash for you as well as the monthly mortgage payment for the 
owner. You don’t have to find a deposit, go through the lengthy mortgage process and run the 
risk of being declined a mortgage. You can just get on with your property investment business 
 
You don’t need a surveyor because you are not getting a mortgage. So many deals fall by the 
wayside because of cautious surveyors who would rather down value a property and err on the 
side of caution than look at the true value. With the option, you don’t need a surveyor so this risk 
disappears. 
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This works for all properties so you can consider what will work for you. Most people who are in 
negative equity will think that they cannot sell. Most property investors will not know enough 
about options to find these deals. You hack the market because you know something that many 
others do not. You can get the deals that other just wouldn’t even contemplate. 
 
And as far as selling a property via an option, there are some pretty big benefits here too – 
 
An upfront option fee can be negotiated, so you get some cash straight away. This can be a few 
thousand pounds, which can pay for any fees you incur or be the money you put together for the 
next deal. Put together a few options and you can potentially save up for a deposit and start 
buying property outright in no time at all. 
 
People pay more for their option in terms of a monthly payment because they want to own the 
property later down the line. You may have a mortgage to pay, but what you can charge for a 
tenant who is essentially buying an interest in the property is going to be higher than this figure. 
 
It is easier to sell on an option for more than one reason. Firstly, you don’t need a buyer that can 
afford a mortgage. Some people may not have the deposit or the standing with their bank to get 
a mortgage but you open up this market as potential buyers by offering the property without the 
need for a large deposit or finance. Secondly, people who want to move quickly can do so. The 
process of selling a home through an estate agent and using a solicitor can take months. If it 
ends up in a chain then this can be extended even more. Selling on an option is quick and easy. 
 
You get a better tenant when using an option. The tenant sees the property as their long-term 
home so they tend to look after it in a better way. You get – 

 
● A tenant that looks after the repairs of the home 
● A tenant that is willing to redecorate or update the property 
● A tenant that will stay there long-term and reduce your void periods to zero 
● A tenant that is less likely to miss a monthly payment 

 
These are great reasons to consider selling on an option as tenants like these are hard to come 
by, as I’m sure you will be aware if you have ever rented out a property before. 
 
Think about using options as part of your property investment business. They are an inventive 
way to get moving quickly and put deals together that wouldn’t otherwise have been possible. 
Others will love the fact that you have been able to pull something together that looked like it 
wouldn’t work. 
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Worked examples of options 
 
As with many things, it is much easier to see these things for what they are by way of an 
example. Options can be used in all manner of ways and it would be impossible to look at 
examples of all the different types in this short report. But once you know the basics, then you 
can start to work these out for yourself. You can see the way that options function and think 
about what that might mean for your property investment business. We will look at an example 
of a sale and a purchase using an option – 
 
Using an option to buy a property 
You should think about what might happen to house prices for the property that you take the 
option on. This can be an important factor in the negotiation. For the purposes of this illustration, 
we will assume that the property is in negative equity, but the seller has a deposit for their new 
home plus some more, so you can put together a deal. 
 
Property valuation £100,000 
Current owner’s mortgage £110,000 
Monthly mortgage payment (repayment basis) £550 
You agree to pay (monthly) £600 
You agree an option in 3 years for £105,000 
 
This way you can pay off the mortgage for the seller for 3 years, free up their finances to move 
and have the option to buy at the end of that time period that both parties are happy with. 
 
After 3 years – 
 
You will have paid £600 x 36 months = £21,600 but this will have been offset by the rent that 
you charge a tenant. To make this illustration straightforward, we will assume that you find a 
tenant that pays you the £600 you need to cover your expenses. Obviously if you found one that 
paid £700 per month then you can see the benefits of this approach even further. 
 
Your option included the fact that the monthly rent would go towards the option payment at the 
end of the period. So, you now need to find only £83,400 to buy the property. This is where it 
can get interesting. If you have done your homework and you have this right then the price of 
the property could have risen in the meantime. You might be looking at a scenario where you 
need to pay £83,400 for a property that might now be valued at £125,000. And all of this cost 
you pretty much zero up to this point. 
 
The opposite may be true and the property could have dropped in value significantly in the three 
years of the option. Say it is now worth only £85,000. What do you do? Well remember that the 
option give you the right to buy but not the obligation. There is still the potential of a modest 
profit in this but you can walk away if you are not satisfied. 
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Using an option to sell a property 
 
Now you may think that because buying with an option is filled with advantages, that selling with 
one is full of pitfalls. But you would be wrong. The way that you use the option is entirely up to 
you. Here is an example of selling with an option and what it can mean to you – 
 
Price paid for the property £75,000 
Agreed price with the buyer/tenant £85,000 
Payment at the beginning of the term £1,000 
Monthly payment agreed £600 
Agreed term 3 years 
 
So, at the end of three years, the buyer/tenant has looked after the property, added some value 
and paid you a total of £22,600. This is the £600 per month plus the £1,000 up front. Let’s say 
that you have a mortgage on the property (plus related expenses) that equate to £500 per 
month. In effect, the tenant has paid you £4,600 and owes you £80,400 at the end of the three 
years if they are to buy. The agreement stated that the contributions they made over and above 
the £500 would be paid off the expected cash at the end of the option term. 
 
You get a sum of £80,400 for a property that you paid £75,000 for. This is a potential profit of 
£5,400 at the end of the term. This is what is known as the back-end profit. 
 
The way that you structure these deals makes the difference on whether they will work for you 
or not. 
 
What do you need to know before entering into one? 
 
The first things you need to do with any property deal is your research. You need to know the 
market price of a property, you need to know the potential rent and you need to get a good idea 
about where the value of the property might go in the future. This isn’t an exact science but 
there might be signs that a property will see a price rise or fall in the near future, such as - 
 

● A large local employer looking to close down their offices 
● A new airport being planned, built or developed in the area 
● An expansion by an existing employer 
● A newbuild housing development nearby 

 
All of these can have an impact on the demand for property both from buyers and from tenants. 
This means that the price at the end of the option can be influenced by these factors. Find out 
all you can about what that price might be. 
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Use a solicitor to draw up an option agreement so you know that you are covered. You may be 
tempted by the fact you are not spending a great deal of money on the transaction to do this on 
the cheap. Don’t be. Get a quality solicitor to draw up something that covers both parties. You 
want it to be a simple document that outlines the conditions that will exit until the option has 
expired. The last thing you want is to end up in a complicated and costly legal situation. 
 
Do all of the required checks with the owner of the property if you are buying to make sure you 
are covered. Check with Land Registry to ensure that they own the property. Find out their 
status with their mortgage and Council Tax so that there are no arrears and the potential of it 
being repossessed. Get the latest mortgage statement from their lender to see exactly what 
they owe and how much it would costs to pay the mortgage off outright. You need to know what 
you are letting yourself in for. 
 
How do you get out of it in the end? 
 
This is actually quite simple. If you have the deal drawn up in the right way, then there are two 
options at the end of the term. If you are buying then you have a simple, choice – 
 

● Take up the option before it expires and buy the property 
● Decide that the deal is not for you and walk away 

 
If you are selling then this is the same decision but it is taken out of your hands. Your buyer (or 
potential buyer) has the option to buy from you at the agreed price on or before the agreed date, 
but not the obligation. They will make the choice on whether to buy from you or let the option 
expire and walk away. At this point you either go through with the sale, or if they decide not to 
buy then you look for another buyer or another person to take an option. 
 
You need to think about what this means for you. If you are buying on an option then you need 
to know how you can raise the finance for a purchase if you want to proceed. This may be to 
re-sell the property or to continue with a tenant. Think about how you will deal with and own the 
property in the future and make sure you have all the finances planned well before the option 
end date. You don’t want to miss out on a great deal because you were not ready to act. 
 
Conclusion 
 
For many people buying a property as an investment, the traditional way of raising money slows 
the process. It means having to save a deposit, it means waiting for a lender to make a decision 
and it means the long process of buying a property – even worse if you end up in a chain. But 
the option can change all of this. It is a useful tool for the property investor to sell or buy a 
property. And if you are inventive then it can offer you all manner of opportunities that can 
change the way you del in property. The best part of all for buying is that you don’t have to part 
with a penny to have the option to buy. Smart investors use the option with the safety net that 
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they are not obliged to buy if they don’t want to. This opens up the potential to make deals on 
properties that people thought they couldn’t move out of such as low, zero or negative equity 
properties. Think about how the option can change the way that you do business. 
 
A word of warning 
 
Property options, although perfectly legal, are not widely known about and many people (even 
solicitors!) shy away from them. For that reason and because they involve somewhat complex 
transactions, it’s important to get proper training on how to work these deals.  
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