Graham Matthews

(License: 00882121)

RE/MAX Hillside Realty

9795 Cabrini Dr., #101
Burbank, CA  91504

818-846-6500 OFF

818-841-8032 FAX

818-846-4700 Cell / Text
www.gram4re.com  Website

gram4re@sbcglobal.net  Email

INTRODUCTION TO BECOMING A NEW HOMEOWNER:

Congratulations on your decision to purchase a new home!  Your landlord will be sad to see you go because you are helping to pay for his/her retirement.
A home offers many benefits that no other investment offers:
1) A place to live that you can make your own (with little or no input from others except HOAs);

2) A tax deduction (by deducting your mortgage interest and taxes against your income);

3) A retirement asset (as each month you are paying down the principal balance on the loan).

As you begin your search, let me first tell you about the different types of Sellers that exist in this marketplace.  As you become educated in the market, you will recognize each Seller.  
They are:
1)  THE NON MOTIVATED SELLER:
This Seller is in no hurry to sell.  He/She has put his/her property on the market at a price higher than the current market value.  Sometimes it’s because he/she is looking at what his/her neighbor sold their property for in a different market … 12 to 24 months ago (or longer).  The market has come down, those prices are not attainable, but this Seller is looking for that “one in a million” Buyer that will come along and pay them more than the property is worth.  They will sell only if they get their price.  These Sellers are a waste of time.  They have new Buyers scratching their heads, “How did they price this?”
Graham’s Rating on the above: (  
(Avoid these properties … they are a waste of your time.)

2)  THE LATE REACTING, MOTIVATED SELLER:
This Seller is motivated, but possibly against the advice of his/her listing agent, went on the market too high initially.  Maybe his/her agent suggested they price it at $599,900; but the Seller said, “I only get one shot at this … let’s start out at $629,900.”  When a property goes on the market, the Seller has a 7-10 day window of tremendous exposure because it is a “new listing.”  Everyone is looking at it.  If the property is even slightly overpriced, the market moves on and forgets about this property.  Typically, the Seller finally decides to adjust the price down, but by then it’s too late.  Even if they drop it to $599,900 in 30 days; often the market has moved below that and the Seller is “chasing the market down.”  Had he/she just priced it initially at $599,900 … they would have moved it immediately at around that price or even higher (with competition).  Now, the late $599,900 is greeted with a big “ho humm.”  These properties are some of the best buys in the market.  If the Seller needs to sell, they will eventually lower it until they find the price it will go out at with few Buyers competing for the property.

Graham’s Rating on the above: (  
(These can be excellent opportunities)

3)  THE PREPARED, MOTIVATED SELLER:
This Seller is motivated and does not want to mess around.  He/She does excellent homework on the current market in advance of putting it in the MLS and/or a sign in the yard.  This Seller will list it at the suggested $599,900 or even at $589,900 to get instant excitement on the property and put it into escrow.  As you become an educated Buyer, you will see the properties as soon as they hit the market because they stand out as outstanding values.  Be prepared, when these properties come on the market, there will usually be “multiple offers”, so you will need to give your best offer to have a chance to be selected.  You need to have your loan “pre-approved” and all your supporting documentation as to why the Seller should pick your offer to have the best chance.  These listings are usually off the market within 1-10 days.  These are good opportunities for the prepared Buyer.
Graham’s Rating on the above:
(  
(These are good opportunities, but you must be prepared to “act fast” to purchase them.  You may miss out on a few of these before you are confident in knowing the current market values.)

In the current market, we have two (2) unique types of Sellers that are both motivated.  
One (1) can sell immediately and the other one (1) takes much longer to officially be sold.
4)  THE REO SELLER:
(Good Opportunities)
You will hear this term a lot as you begin to look around – REO.  An REO, is a “bank owned foreclosed property”.  REO stands for Real Estate Owned (by the bank).  When a person falls behind in making their payments on the loan, the bank can foreclose on the loan.  Up until recently, they usually would start the foreclosure process after a person missed only one (1) payment.  From start to finish, a borrower can loose their home within about four (4) months time if they are not making their payments.  When a bank takes back a property in foreclosure, it is called an REO.  They evict the previous owner to take possession and then “as soon as possible” resell the property.  The bank Seller does not want to waste any time.  They normally price these properties “at or below” the current market value to sell them immediately.  They normally sell them “as is” and many times these properties are trashed by the previous owner and need repairs to the kitchen, bathrooms, new carpet, net paint, etc.  At the right price, these are good values, but they are normally not in move in condition.  Again, be prepared  … when these properties come on the market, there will usually be “multiple offers”, so you will need to give your best offer to have a chance to be selected.  You need to have your loan “pre-approved” and all your supporting documentation as to why the Seller should pick your offer to have the best chance.  These listings are usually off the market within 1-10 days.  If you don’t want something that is already in move-in condition, these are good opportunities.
Graham’s Rating on the above:
(  
(These are good opportunities, but you must be prepared to “act fast” to purchase them.  You may miss out on a few of these before you are confident in knowing the current market values.)

Update: In the last 3-6 months a trend has developed with REO sales specifically.  It has been my experience that 90%+ of REO sales are going only to ALL CASH Buyers.  The Seller (Lenders) are opting for an ALL CASH Buyer that can close quick over even much higher offers from Buyers that need to get financing.  Until we see changes in this trend, I recommend REOs primarily to those Buyers that have access to ALL CASH. 

5)  THE “SHORT SALE” SELLER:
You will hear this term more than you hear REO as you begin to look around – Short Sale.  What is a Short Sale?  A Short Sale is a listing on the market where the Seller owes more against the property (in loans, overdue payments and overdue taxes) than what the property is worth.  Many, many people that purchase property between 2004 to 2007 who put little or “no money down” on their properties owe more on them today than what they are worth because the market has gone down significantly since that time.  These Sellers have reached a point where “they want out.”  They can’t continue to make the payments OR feel they are foolish to continue making payments on something that is “upside down.”  The problem is that the Seller cannot decide to sell alone.  They owe the money.  They must negotiate with the lender (or lenders) that are owed money on their property to get them to agree to take less money for their loans than what they are due, in order to complete the sale.  Many of these Sellers may place their property on the market at a great price … the only BIG catch is that even if you bring in a full price offer, that offer has to go to the lender (or lenders) and get their approval before the Seller can actually accept the offer.  Normally these listings get “multiple offers” on them, no one knows what the other offers are, and they get sent off to the lender (or lenders) for their review and approval and that process can take 1 to 8+ months to be finalized.  During the 30 to 200 days you are waiting for an answer, you will be missing out on many other great opportunities while the interest rates are still low.  Proceed with caution with Short Sales.  Many Buyers eventually skip these listings because of the delay in getting an acceptance.
Graham’s Rating on the above:
( / (  
(I normally encourage clients to avoid these because they take too long.  However, if you “act fast” when they come on the market as a NEW LISTING, you may have a “slight” chance to be the selected offer to be at the head of the line.  If the property has been on the market for over 15 days, forget about even looking at those properties.  An offer will have already been submitted to the lender and no other offers will be considered unless it becomes BOM (Back On Market).  I put “short sale” listings well behind the 3) and 4) Seller types above.

Update: Due to the “lock out” of REOs to FHA Buyers, in the last 3-6 months, I have changed my position on “Short Sales” as an option for Buyers.  I now recommend all FHA Buyers consider “Short Sales” that are 0-10 DOM (Days On Market) as possible properties to offer on.  If you spot a good opportunity early enough, you might be the offer selected to be submitted to the Lender for approval.  If that happens, you have a chance that the package could come together for you (even though there are pitfalls as outlined above).  I have seen several recent “Short Sales” where the listing price was considerably different from what the Lender felt the property was worth.  When that happens, you can always counter the Lender’s price or walk away.  Up to that point, you have not deposited any money into escrow and you are free to continue looking at and offering on other properties that might work for your situation.
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