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THE MORTGAGE MELT DOWN - - PART 12
In May, 2007, I issued a four page special edition of this newsletter discussing “What Does the Mortgage Melt Down Mean to You?” In that issue I mentioned that according to the website www.ml-implode.com, there were 74 lenders who have gone out of business since 2006. As of today, (February 6, 2009) that number has risen to 329! It is now virtually impossible to pickup any newspaper or watch any TV news program without reading or hearing something about the Mortgage Melt Down. For these reasons I believe that it is more important than ever to prepare to cope with the impact of the melt down. 
NOTE: All issues since January, 2007 can be found by going to www.Cash4You.net  and clicking on Creative Mortgage Talk.

As a result of the Mortgage Meltdown, the United States (and much of the developed world) has experienced one of the largest decreases in values of residential properties in history.  The most recent edition of the Case-Schiller Home Price Index reported a decline of 19.1% in the 10 city index and a decline of 18.0% in the 20 city index from October 2007 to October 2008. This represents total value declines of 25.0% in the 10 city index and 23.4% in the 20 city index since the market peak in mid-2006.
PERSPECTIVE

In this edition, I am going to address the importance of a proper perspective, in terms of both economics and personal thinking to cope with the current market.

First, let’s examine the Case-Schiller Home Price Index in more detail.  Unfortunately, the media reports only the portion of the study that I outlined above.  In spite of the recent declines in values, the average residence has only declined in value since 2006 by the amount of appreciation experienced between 2004 and 2006.  In other words, even after the sharp value declines of the last two years the average home is still worth as much as it was in 2004.  The index began in 2000 with an index of 100.  Today the index is 169.78 for the 10 city index and 158.16 for the 20 city index.  That’s right—a homeowner who purchased in the year 2000 now owns a home that is worth from 58% to almost 70% more than the original purchase price! By using the proper perspective you can see that the average homeowner has done quite well in spite of the recent economic news.
Second, let’s look at Alaska. In the oil crash of the late 80’s the average single family home declined 50% in value and condos declined 70%.  But the world didn’t end and many real estate licensees earned a comfortable income during that time.  So far, we have not experienced value declines for median priced homes and our economy has held up well.  We will experience some weakening in the economy in 2009, and the nationwide contraction in the availability of financing will eliminate many potential buyers from qualifying for a bank loan. But, the real estate market in 2009 looks like paradise compared to the market in 1988!
Third, let’s take a closer look at foreclosures. Prior to the Easy Money Boom that began in this century, home ownership had never exceeded 65% of the population, but when Lenders began making loans to anyone who had a pulse, homeownership expanded to 70%. The latest statistics that I have seen indicate that about 50% of homes are owned free and clear. Therefore, only about 35% (50% x 70%) of households have mortgages.  About 10% of those are delinquent or in foreclosure, or about 3.5% of households are experiencing mortgage delinquencies.  While that is a modern record, the fact that only 3.5% of households are experiencing mortgage problems doesn’t sound nearly as bad as the way that politicians and the media describe the problem. Now, let’s look at the 3.5% more closely. According to NAR, about 1/3rd of home sales in 2005 were for 2nd homes or non-owner occupied homes.  That statistic is based upon people who told the truth and we know that many borrowers lied about being owner occupants.  While no one has reliable statistics, I have seen credible “guesstimates” indicating that at least 50% of all homes in foreclosure are not a primary owner occupied residence. So, in spite of the political and media hyperbole, we are nowhere close to becoming a nation of homeless people. In fact, the surplus of vacant homes on the market at attractive prices means that people of modest means, who have the discipline to save a down payment and who pay their bills on time, will have a greater opportunity than ever to become homeowners without lying about their income or taking out toxic mortgages.
	WORDS OF WISDOM

“It ain’t so much that folks don’t know so much, it’s just that so much of what they know just ain’t so!
Will Rogers


Fourth, let’s look at the mortgage market.  Today it is possible to get a 30 year fixed rate mortgage at about 5.25%, which is close to the lowest in modern history.  However, the record deficits being incurred by the government will result in significant inflation in the future.  This means that as soon as the economy recovers we can anticipate price increases in everything (including homes) and we can count on sharply higher interest rates, perhaps even into the double digits.  While many potential buyers don’t qualify for conventional bank loans, for those that do, 2009 may be the housing opportunity of a lifetime!

“All I Really Need to Know I Learned in Kindergarten” is the title of a popular book by Robert Fulghum. I believe that in counseling clients about homeownership a similar philosophy is true.  When I first became licensed as real estate salesman in 1962, my broker gave me three rules for counseling prospective buyers.  These rules were:

1. Pay at least 10% of the price as a down payment.

2. Don’t buy a home unless you plan on living in it for at least 5 years.

3. Don’t buy a home that costs more than 3 times your annual income.

If there had been any option other than fixed rate mortgages at that time, I am sure that a 4th rule would have been:  “Unless interest rates are very high, don’t consider anything but a fixed rate mortgage”.

I believe that these rules are still valid today, and that often a good way to maintain perspective in a changing world is to remember the basics.  Often the simplest answer to a problem is the correct answer.

PERSONAL PERSPECTIVE: Above, I have discussed a number of factors relating to the current market and have shown that by looking at them in a different perspective creates a totally different picture. I also believe that the same is true from a personal perspective.  Let’s look at some issues being experienced by Real Estate Licensees.
Business is slow: When business is good, Licensees are often so busy working that they have little time for family, relaxation and personal improvement.  Use the slower times to do all those things you said that you wished you had time to do when things were booming.  

1. Take a little time off and spend it with your spouse and family.  You don’t have to spend a lot of money going on a vacation, just spend some time around home doing things you enjoy.  The relaxation will re-energize you and make you more productive when you are working.

2. Learn more about your profession.  Take courses to improve your skills in areas in which you are weak or start working on one of the professional designations in your specialty.  Many courses are now available on the internet so you don’t have to spend a lot of money traveling.  Another advantage of internet education is that you can take the courses on your own schedule in small time increments rather than having to leave your office for days or weeks. If you want to learn more about marketing on the internet, I recommend NAR’s ePro course which I just completed.
3. Spend some time planning your marketing and work schedules so that you can use your time more efficiently.

All the news is so negative that everyone is negative about real estate:  Earlier in this newsletter, I outlined some different perspectives on the market that demonstrate that things are not nearly as bad as many people believe.  Use this information to show your clients the proper perspective.  The good news about bad real estate news is that both Buyers and Sellers are far more likely to want a real estate professional helping them, rather than trying to go it alone as they often do in booming markets.  Some suggestions for overcoming negativity are:

1. Avoid negative people:  I have been doing this for 40 years and know that it is impossible to totally succeed because sometimes the most negative people are neighbors and relatives that you can’t avoid.  In such situations, plan an antidote of positive activity that you will engage in after encounters with negative people and keep the encounters as infrequent and of as short of duration as possible.

2. Associate with positive people:  Seek out and spend as much time with positive people as possible.  In addition to avoiding the “black holes” created by negative people you will find that positive people are a lot more enjoyable company and a highly likely to become sources of referrals.
3. Get some positive motivation each day:  Read a chapter from a motivational book or listen to a motivational tape.  A great source of motivational speakers is available on your computer from www.tstn.com at a cost of about a dollar a day.  Check it out.
Not many people qualify for financing: Remember that people were buying and selling real estate long before the first bank ever opened its doors. Getting bank financing of a sale is only one of many ways to sell a property. When you have a willing Buyer and willing Seller use Creative Financing to make the sale.  When I started in the real estate business, only about 1 out of 3 sales involved new 3rd party loans.  The rest of our sales involved the use of Creative Financing.  
Very few real estate sales are true cash sales made without some form of financing.  As mentioned above, interest rates are near their historical lows and are a marvelous opportunity for Buyers who qualify.  Use some of your education time to become an expert on what it really takes to qualify for a loan.  Learn about FHA programs.  Although FHA loans have not been particularly popular in recent years, the FHA does have some attractive loan programs for those who bother to learn them.

Also, spend some of your time educating yourself on the various forms of Creative Financing.  In future newsletters, I will continue to discuss some of the techniques of Creative Financing.  But in the meantime start your education on this topic by doing the following:

1. Go to our website:  www.cash4you.net and click on CA$H NOW SELLER FINANCING WEBINAR.  In this free 20 minute webinar you will be introduced to the techniques needed to overcome Seller reluctance to Seller Financing.
2. For a more detailed introduction to the concepts of Creative Financing go to www.Cash4You.net  and click on Financing Outside the Box.
3. Read the book “Owner Will Carry” which can be purchased at www.arnettbroadbent.com/ownerwillcarry.html .
4. Read the book, “How to Finance Any Real Estate, Any Place, Any Time” which can be purchased at www.JimMisko.org/books.html . 

CASH NOW SELLER FINANCING™
With today’s financing, many properties and many Buyers will not qualify for a bank loan. The way to sell non-financeable properties is to use Seller Financing. Buyers love it! Unfortunately, many Sellers will not consider this effective and time proven financing option because the Buyers’ down payment is not enough to meet their needs. 

The answer to this dilemma is simple. We will pay CA$H NOW for Seller Financed Notes with a simultaneous closing so the Sellers walk away from the closing with the cash they need. 

A FREE WEBINAR

To learn more about this concept, visit our website at www.Cash4You.net and take our new Webinar titled “MORE SALES WITH CA$H NOW SELLER FINANCING™.”

THINK POSITIVE,
MAINTAIN PERSPECTIVE,
AND YOU WILL DO FINE IN 2009!
	For CA$H NOW - - Visit Our Website:   www.cash4you.net
For Mortgage Investments:  www.investinmortgages.net 



