GUIDE TO BUYING FORECLOSURES, SHORT SALES, AND REO’S IN SW FLORIDA.
(Why not get the lowest possible price?)
· WHAT IS GOING ON IN THE SW FLORIDA MARKET?

· HOW DO I GET THE LOWEST POSSIBLE PRICE?

· HAS THE SW FLORIDA MARKET BOTTOMED OUT?  
· WHAT IS A FORECLOSURE AND HOW DO I BUY ONE?

· WHAT IS A SHORT SALE AND HOW DO I PURCHASE ONE AT A GREAT PRICE?

· CAN I FLIP PROPERTIES IN THIS MARKET IF I HAVE CASH?

· WHAT AREAS OF SW FLORIDA ARE BEST TO INVEST IN?

· 10 BIGGEST MISTAKES BUYERS MAKE IN THIS MARKET.

· WHAT IS THE BEST WAY TO FIND WHAT I WANT?

WHAT IS GOING ON IN THE SW FLORIDA MARKET?
To understand what is going on, you must understand what happened in the SW Florida market and the rest of the country over the last 3 years.  
In 2002, new home prices began to escalate as demand for new homes outweighed supply and a large number of investors entered the market.  Every builder and developer in the area saw demand caused by several factors.  Some of these factors included the 15% capital gains tax, 1031 exchange tax benefit(allowing investors to postpone taxes indefinitely), self directed IRA’s(allowing investors to purchase property tax free), low interest rates, low down payments, and the collapse of the 2002 stock market.  Investors were looking for a place to invest their money and real estate became that place.
SW Florida was one of the hottest real estate markets in the country as contractors and developers began buying land and prices began to move up quickly.  In 2003, property was appreciating at 15% a year and by 2005 it topped 45% appreciation in one year.  The feeling was that if you did not buy now, you would never be able to afford it.  No one thought the price escalation would end.  Everyone was buying.  
Builders were backlogged with 2 years worth of orders.  In July, 2005, the SW Florida market slowed for the first time in 3 years.  Sales slowly dropped in late 2005-2006 as uninformed buyers continued to purchase properties in a declining market.  The bottom fell out in 2007.  The first half of 2008 was about foreclosures, short sales, and REO’s and they drove prices downward as new product came online and inventory grew.  Houses that once were sold for $250,000 are now $85,000, well below replacement cost.  
Foreclosures are presently happening at an unprecedented rate and will continue for  2+ years in some parts of Lee County such as Cape Coral and Lehigh Acres.  
Most Realtors think that the 2009 season will be the bottom in the Naples and Bonita Springs market.  Sales have continued to increase through the summer months of 2008.    Ft. Myers, Cape Coral, and Lehigh will be slower to rebound due to high amounts of inventory but sales have also steadily increased showing support from the bottom.   Gulf Access homes that were once $600,000 can now be purchased for $200-250,000 if a buyer does his homework.  

Investors and Europeans are buying because the numbers work.  The window of opportunity for buying below replacement cost could  last 6 months to a 2years.   Take your time and learn what is going on in each area of SW Florida.  Market knowledge, patience, and picking the right team to assist you is very important.  

Figure out what you want and do your research online.  The more you can zero in on one area, the better.  Get pre approved through a local bank so you are ready to move quickly.
Call for a free consultation on how to get the best price and get what is best for you.   We have had great success at purchasing property at the courthouse door.  Let me explain this process to you so you can understand how it works.  Cash is king right now.
I encourage you to start doing your research.  We can send you weekly emails on properties that meet your criteria.  These would include new listings, short sales, foreclosures, REO’s, sold listings, pendings, and bank owned properties.         
HOW DO I GET THE LOWEST POSSIBLE PRICE?
Short sales can take months to find out that you did or did not get the property you bid on.  It can take 30-90 days just to get an answer on your full price offer.  Banks are not in a hurry to lose money.  We used to feel these could be a waste of time.  Now in recent weeks, that has changed.  Banks are using and lowering prices in short sales so they can avoid costly foreclosure.  Foreclosure can cost a bank up to $50,000.
Foreclosures & REO’s that are priced right can have up to 10 offers and sell for 10-15% more than asking price.  This is how we know we have hit bottom and what the true market price is.  With this knowledge of what is selling and at what price, you can then recognize a good deal when you see one.   

Buying off the MLS?  Unless the seller bought his property before 2003, then he cannot sell it for today’s market value.  Yes, we are back to 2002 pricing.
How do you get the lowest possible price in this market?  We feel you should search every avenue including short sales, MLS, REO’s, and  buying at the courthouse door with the help of a professional.  I work with someone who has been buying courthouse properties for 10 years and knows how the process works.   Someone that is very selective and will help you find your diamond in the rough.
There are over 150+ properties for sale a week at the courthouse door but only 10% are priced well below market value.  Our team looks at every property before it goes on sale.  Every property comes  with clear title, Warranty Deed, and title insurance.  

WHAT CAN I DO TO HELP THE PROCESS?
You will need to know what you are looking for.  Criteria such as area(this is the most important, must narrow your search), price, size, pool, waterfront, and age.  Then we will send you weekly updates on the properties that meet your criteria and will be coming for sale in the following week.  
Once you feel comfortable that you know value when you see it, then you will be ready to move forward.  Cash is king at the courthouse door.  There are some great prices right now so have fun.   Some second home buyers that are not ready to retire can buy and hold and rent.  For the first time this can be a positive cash flow investment for you.  We can recommend a property management company to work with that will handle everything for you.
Research the area.  Narrow your search to a couple of subdivisions and be patient.  Keep watching the market.  You will not be receiving unwanted phone calls from our team.   All correspondence will be started by you.   We want to make this as easy as we can to help you find the right house at the best possible price.  

Call or email today if you would like more information.  A 15 minute phone call can answer all questions and get you set up on automatic emails at no cost or obligation to you.  

2008 will be a year of Repair and 2009 a year of Growth.   
Below is an article from the National Association of Realtors chief economist.  Listen to what he says about the market.
A Year of Repair, Then a Year of Growth

The worst appears to be over. Here are reasons for optimism.

By Lawrence Yun [image: image3.jpg]


| July 2008

First, the good news: Home sales have stabilized over the last seven months and are expected to increase measurably in the rest of 2008. And the subprime lending crisis is almost past; the balance of this year will be about cleaning up that mess.

The bad news is that the current annualized sales pace of about 5 million existing homes is the lowest in 10 years. Luckily, the economy has over 10 million more jobs than 10 years ago, so sales should begin to grow later this year and continue into 2009, when sales should climb to 5.71 million units.

 Prices also are expected to improve this year. Cities that performed evenly over the past few years like Cincinnati are likely to experience home price gains in the 20 percent to 30 percent range over the next five years, while formerly hot markets like Miami or SW Florida could see prices go up by as much as 50 percent during that period, after having adjusted downward this year.

These markets should get a boost from a more stable mortgage environment. FHA lending, which accounted for only 3 percent of loan originations in 2007, should grow to 10 percent in 2008 before reaching near-historic norms of 15 percent in 2009.

Higher conforming loan limits at Fannie Mae and Freddie Mac also are helping. With high-cost limits now at $729,750, interest rates on formerly jumbo-sized loans are easing.

 Even borrowers with adjustable mortgages are in better shape, thanks to Fed rate cuts. Some adjustable loan borrowers might actually see their resets produce lower payments.

 There are other reasons for optimism, including the home buyer tax credit that’s passed both the House and the Senate. It would give buyers an incentive to get off the fence.

 So, even though we’re not out of the woods yet, by many signs we’ve put the worst behind us.
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 Lawrence Yun is chief economist of the NATIONAL ASSOCIATION OF REALTORS®.

HAS THE SW FLORIDA MARKET BOTTOMED OUT?  
Buyers have been sitting on the sidelines for 3 years and watched home prices fall and wonder when SW Florida would hit bottom.  Now the beginning the 4th year, we are finally seeing sales volume increasing.  The trouble with statistics is they are 3 months or 1 quarter behind.  We will see that the third quarter, normally a slower time in our market, will increase substantially over last year.  Prices have gotten so low that sales volume has increased.  

Who’s Buying?  Canadians and the Euro now see Florida on Sale with an extra 30% off compared to US citizens.   Investors see opportunity with positive cash flow investments and coming appreciation even if it is 2-5 years from now.  Second home buyers see this as a chance to retire in the sun.  More importantly, full time residents are buying and seizing the opportunity as they know this is the chance of a lifeftime with interest rates as low as they have ever been.  
Are there more foreclosures coming?  Absolutely.   

The news will be telling us how foreclosures are up for months to come and how many banks are going bankrupt.  The big investors that over bought and overdeveloped such as WCI, AIG, Lehman Brothers, developers, builders, high equity investors, etc., are just now starting to foreclose.  People who had the equity to hold on, thinking it would only drop 30%, are letting their properties go.  No one expected it to drop 60-75%!!!

These coming foreclosures will provide the best buys for the next 1-2 years.  SW Florida market buying season is January till May as our population doubles in size.  We expect prices to move up in most areas during this time.

WHAT IS A FORECLOSURE/REO AND HOW DO I BUY ONE?

When a homeowner is in default of their mortgage payments, the lender will file a Lis Pendens notice with the clerk of courts.  This is the first step in the foreclosure process.  The lender will then incur costly attorney fees and he will file the necessary paperwork to foreclose on the property.  The bank cannot take possession until the court says so.  Once the courts rule in favor of the lender, the bank now owns a property it does not want.  
Banks are required by law to dispose of all REO’s (Real Estate Owned) within a certain time frame, usually 90 days.  The bank now becomes a motivated seller and one that is only looking at the numbers.  The bank’s goal is to sell it as quickly as it can for the highest price possible on today’s market.  

Unfortunately, some lenders are reluctant to face the reality of the market and try to get more for the property than the market will allow.  Each bank has a different approach to selling and each one has a different amount of inventory.  

Buyers will get an answer much faster from the bank when it is a foreclosure or REO than if you were working with a short sale.  There still will be a bidding process to go through and if it is priced right, the price will move up.  We feel this is a good way to get a great price.  Cash is King once again.
We prefer the courthouse door purchase simply because we feel we can control the process better while getting a lower price.  Short Sales are beginning to be a place where banks are moving properties faster and saving money on the future foreclosure.  Buying at the courthouse door and short sales do require knowledge and patience.  
WHAT IS A SHORT SALE AND HOW DO I PURCHASE ONE AT A GREAT PRICE?
The word around town with Realtors is that you will want to stay away from Short Sales.  

Here are the reasons.  Very few short sales close in 60 days, banks can take a long time to finally answer no and/or change the terms of the agreement, banks will not answer for weeks due to high volume of property they are trying to move,  and the Realtor handling the short sale has to know what he is doing.   

A short sale means the seller’s lender is accepting a discounted payoff to release an existing mortgage.  Just because a property is listed with short sale terms does not mean the lender will accept your offer, even if the seller accepts it.

Be aware that the seller may or may not be in default---to have stopped making mortgage payments—before the lender will consider a short sale.  Do your research before making an offer to purchase.  Find out who is in title, whether a foreclosure notice has been filed and how much is owed to the lenders(s).  This is important because it will help you to determine how much to offer.  These are services we provide.
A lender is not going to agree to a short sale unless the seller has no equity and is unable to repay the difference between your sales price and the existing loans.  Sellers need to provide a hardship letter to the lender.  Sellers may also owe taxes on the amount of debt that is forgiven.

Once the seller has accepted your offer, send it to the lender for approval.  You do not have a deal until the lender accepts.  Also, send the lender a copy of your earnest money deposit.  Do not be surprised if the lender asks you to increase it.  

In addition, the lender will want to see that you have your own loan available and you are preapproved.  Send a preapproval letter to the lender.  It will help if your agent sends a list of comparable sales that support the price you are offering to pay for the home.  We try to show a history of what is happening in the market, log the amount of showings and what buyers said so we can help make lenders make a faster decision.  We use The Foreclosure Response Team that works daily to make the short sale work for you.

Make your offer contingent upon the lender’s acceptance.  Give the lender a time frame in which to respond, after which, you will be free to cancel.  This is where most agents fail.  If the lender is under no pressure to make a decision, the paperwork will sit on the underling’s desk.

Some lenders submit short sales to a committee, but most can make a decision within two or three weeks, providing the Realtor has submitted the offer to the individual in decision making capacity.  Most agents submit it blindly to a department hoping they will accept it.  Our team has an attorney and loss mitigators on staff to move the process along and connect with the right people.

Generally, the lender will not pay for customary items that a seller would pay.  These include home protection plans for the buyer, buyer credits of any kind and pest/termite inspections.  A buyer will be asked to purchase the property “as-is”, which means no repairs.  

It is important that the buyer obtains a home inspection and pay for other types of inspections such as pest, roof, sewers, and septic tanks.  Do not waive the right to make these inspections and make your offer contingent on approving them.

We feel having someone that has a stake in your closing such as the title company and Foreclosure Response Team will make all the difference in having a smooth short sale purchase.

CAN I FLIP PROPERTIES IN THIS MARKET IF I HAVE CASH?
Yes, you can if you purchase it right and price it to move quickly.  

Cash is king right now, especially at the courthouse door, foreclosed properties and short sales.  Foreclosures/REO’s and short sales will take a lower price when it is cash.  Courthouse door is all cash at day of purchase and that is why it is the lowest price if you pick the best properties and do your research.  

These properties can be in a wide range of condition even if they are new.   Houses selling for the most money are ready to move in houses.  Think HG/TV.  Landscaping is important along with fresh paint, clean pools, new carpets/tile, new appliances, etc.  
Example:  Buying a 1500 sq. ft. 3 bed/2bath 2 car garage Cape Coral property for $75-80,000 including all expenses at the courthouse door with cash and selling it as-is for $95,000 after cutting grass and cleaning is a quick sale.  Painting, landscaping, and making it stand out from other homes could bring $124,900 for the same home.  Having a good team to provide this service at cost is important.   

This is one of the ways we can help.  Buy low and sell quick and do it again.  We specialize in North Naples, Bonita Springs, Cape Coral and Lehigh Acres.
Keep in mind that not all areas of SW Florida will allow a flip.  We also think that Florida property is a good long term hold at these prices because they now can provide a positive cash flow.  
WHAT AREAS OF SW FLORIDA ARE BEST TO INVEST IN?
We research the real estate market in Naples, Bonita Springs, Estero, Ft. Myers, Cape Coral, and Lehigh Acres.   Historically, sales volume and prices will  increase first in Naples and move north thru Bonita and Estero and then on to Ft. Myers and Cape Coral and finally to Lehigh Acres.  Best properties in best areas will sell faster and first and for higher amounts.  

We love the whole coast of Florida so you will have to narrow your area on your own.  Market wise we are seeing definite bottoms in Naples and Bonita Springs with good deals still available.  Houses that were $600,000, I have seen sell for $250,000 in the Bonita Springs market.  Houses at bottom of that market are selling well now in the $200-300,000 range and homes in the $500,000 have been slow.  $2,000,000 and up has been selling briskly.  Keep in mind that inventory on these types of properties is much lower than the $75-80,000 cash house in Cape Coral.  
Cape Coral and Lehigh will be the last to return to an upward trend in price as they were over built the most from 2003-2006.  Inventory still remains very high.   Still we feel they are at or very close to the bottom.  
Once word spreads and buyers get the feeling it is time to buy again, the SW Florida market will advance quickly.

Coconut Pointe and all the new commercial development in Bonita Springs may create a new hot spot for the coast.

We welcome you to SW Florida’s weather, beaches, sun and fun.

TEN BIGGEST MISTAKES BUYERS MAKE IN THIS MARKET.

1. Not being approved for financing in advance is the number 1 mistake in purchasing property in this market.  Preapproval letters are standard with every offer and if you do not have one your offer will be overlooked.
2. Waiting and watching until prices start moving up and there are multiple offers on everything.  Are you waiting for prices to get better or to buy at the bottom?  Everyone wants the lowest possible price.  Market knowledge and studying the market now will give you the edge you are looking for.  Ladies, it is just like shopping.

3. Not having a home inspection.  A quality home inspection costs $250-350 and will provide you with all the information that you will need.   Do not expect banks/sellers to disclose everything to you because they may not know.  The best deals will be As-Is and you should be able to put a price tag on each problem and decide when and if you want to fix it.

4. Driving around town calling on every sign you see.  Realtors are like any other profession.  There are good ones and bad ones and they all have opinions that can save you money or cost you money.  Pick someone that is full time and experienced in this market and has a handle on what is going on.  Stay with them as long as they provide the level of customer service that you are looking for.  20% of the Realtors are doing all the business in this market.
5. Assuming that all Short Sales and Foreclosed properties are great buys.  This is simply not true as each bank and seller is guided by different motivations.  When I look at some sales, I have to wonder why they bought that one over the dozens of better values on the market in better condition and lower price.  The answer is that most buyers do not take the time to do their homework and they compare this market to the one they are familiar with up north.  Forget your market.  This one is nothing like it.  Knowledge and experience is what you are looking for from your agent.

6. Getting involved with a short sale.  The uncertainity and the loss of control on the buyers side of the transaction is not worth the good price and all of the waiting if you are working with an unexperienced agent.  Make sure you work with someone who has the experience to get you a great price quickly.
7. Not purchasing a home warranty.  This is like buying an extended warranty for your appliance or car and it covers items such as roof, pool, appliances, A/C, plumbing, and mechanicals.  Cost vary from $300-400 and can save an unexpected bill.
8. Stay away from real estate auctions.  Too much competition from potential emotionally attached buyers.  Everyone thinks that this is where you get the best deals but auctioneers will provide sellers with data proving they can obtain up to 15% more.  Don’t get into a bidding war.  
9. Know the market and the prices.  I cannot emphasize this enough.  Know what you are looking for and ride by and check out everything.  Condition of property can be horrendous in this market as people are forced from their homes.  Do not assume everything is in normal condition.  Assume it is not. 
10. Not considering new home builders.  Builders have had to lower their prices and profit margins to meet the foreclosure prices that are on the market and they are just as anxious to sell as any bank we are dealing with.  Call for a list of premium builders.
WHAT IS THE BEST WAY TO FIND WHAT I WANT?
Select the area first that you want to live in.  You know your needs and your financial ability to pay the mortgage.  Do not over spend.    
This is the time to get what you want.  Make sure you have the ability to carry this investment without altering your present lifestyle.  
Gain market knowledge any way that you can.  Read local newspaper online.  Visit builders.  Talk to recent buyers.  Talk to the movers and the shakers.  Study the sales and pendings daily.  Get on a weekly email list of new properties.  

Plan a working vacation that you can write off for years to come.  Once you purchase a property, you can write off two trips a year to care for your property.  Lease it out weekly, monthly, or annually and you have a cash flow investment that will appreciate over time.

Please feel to call me at any time.  If I am with customers or on the phone, I will get back with you in a timely manner.  
Call me at 239-405-2537 or email me at irv2415@aol.com.  
     David A Irwin PA
     Keller Williams Elite Realty
     Foreclosure/Investment Specialist
     239-405-2537 cell
     www.floridareinvestment.com 

