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THE MORTGAGE MELT DOWN - - PART 7
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 had gone out of business since 2006. As of today, (March 19, 2008) that number has risen to 241! 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. 
HOME FORECLOSURE TRENDS
According to www.RealtyTrac.com there were 114 home foreclosure filings in Alaska in January, 2008. This is a 64% decrease from December, but a 14% increase from January 2007. That represents one foreclosure filing per 2,406 households, putting Alaska in 33rd place nationwide. The highest rate is in the Mat Su Borough where the rate is one filing per 971 households (almost twice the national average of 1 foreclosure per 534 households). Anchorage was in 2nd position statewide with one filing per 1,909 households.

COPING WITH THE MORTGAGE MELT DOWN - - PART 6
Unfortunately the Mortgage Melt Down has now become a full scale “Credit Crunch” that threatens to, or already has, forced the country into a recession. On March 7th and March 11th the Federal Reserve Bank injected $200 billion dollars worth of additional liquidity into the financial system and has already cut interest by 3.00% since last fall in an effort to avoid a more serious Credit Crunch and a recession. Hopefully these efforts will help? Nevertheless, since Lenders are experts at “locking the barn after the horses have been stolen,” even if a more serious Credit Crunch and a recession are avoided, there is certain to be a continued rationing of credit.

Words of Wisdom

“It’s tough to make predictions, especially about the future.”                                                 

Yogi Berra

What does the Continuing Mortgage Melt Down and Credit Crunch Mean? Following the wise advice of Yogi Berra, I am not going to attempt to make predictions. Rather I will report to you what I have observed as a veteran of several previous Credit Crunches and let you draw your own conclusion. In past Credit Crunches the following occurred:

· Increased Credit Standards: For all loan programs in past Credit Crunches, Lenders have increased their credit standards. We are already observing that in this Credit Crunch and I am finding that Commercial Lenders are also increasing their credit standards.

· Larger Down Payments/Lower LTV’s: In past Credit Crunches, Lenders have increased the amount of down payment required on purchases, thus lowering the Loan to Value ratios on the loans they make. Again this is already happening in the current Credit Crunch and will probably continue.

· Increased Appraiser Scrutiny: In past Credit Crunches, Lenders have scrutinized appraisals more carefully, requiring that better comparables of more recent vintage are relied upon and have favored appraisers with a good reputation for independent judgment over appraisers more amenable to client pressure. 

· Fewer Borrowers Qualify for Loans: Because of the three foregoing factors, a much smaller number of persons qualified for loans resulting in fewer real estate transactions. 

· Less Competition Amongst Real Estate Practitioners: Due to the lower volume of transactions, as a result of less financing, many real estate practitioners dropped out of the business. In fact, as I recall, during the severe Credit Crunch of the 70’s (because of the pipeline boom, we barely noticed it in Alaska) the membership of the National Association of Realtors dropped by almost 50%.  
How to Survive and Perhaps Even Thrive in the Mortgage Melt Down and Credit Crunch: In spite of the fact that many real estate practitioners dropped out of the real estate business in previous Credit Crunches, I observed that many survived and some even thrived. They did so by returning to the basics. 

Lenders are not Required to Have a Real Estate Market: While easy mortgage lending is sometimes referred to as “The Life Blood of the Real Estate Market” the fact is that people were buying and selling real estate long before the first bank was ever created. In fact people were buying and selling real estate long before money had been created, by means of barter. When the barter price involved the transfer of items in the future, we had the beginning of real estate financing, utilizing the concept of Seller Financing. In the last edition, I discussed Seller Financing and will continue to do so in future editions and will also discuss other Creative Financing techniques. The important thing to remember is that when there is a “willing buyer” and a “willing seller” it is possible to make a real estate transaction provided you are knowledgeable about Creative Financing. Quiet frankly, in recent years, knowledge of Creative Financing has not been that important due to the abundance of easy, cheap mortgage financing. But as we continue in this Mortgage Melt Down and Credit Crunch those who have learned Creative Financing will continue to make transactions. When I first began in the real estate business in Fairbanks, Alaska in 1962, only about one third of transactions were financed by Lenders and all the rest involved Creative Financing. I was in the real estate business for many years before the majority of transactions began being made with third party financing. Therefore I know that it can be done. 

HOW TO LEARN ABOUT CREATIVE FINANCING
Fortunately there are a number of things you can do to quickly increase your knowledge about Creative Financing if you use your down time for study on the subject. The steps that I recommend are as follows:

1. For a number of years I have taught a course entitled “Financing Outside the Box” which was an introduction to the subject of Creative Financing. I have now incorporated most of the material from that course into a 78 page booklet, which you can download for free at www.cash4you.net, and click on “Financing Outside the Box.” Remember this booklet is an introduction to the subject, so you should read it first before proceeding with the next steps.

2. There is an excellent book written by Bill Broadbent and George Rosenberg entitled “Owner will Carry.” You can get this book at  www.arnettbroadbent.com/ownerwillcarry.html at a cost of $44.95. This is an excellent book that really discusses the mechanics and needed know how to structure Seller Financed transactions.

3. An advanced book that describes and explains a number of methods of Creative Financing is the book “How to Finance Any Real Estate Any Place, Any Time.” This excellent book was written by longtime local Realtor and CCIM, Jim Misko. You can get that book at www.JimMisko.org/books.html at a cost of $19.95. Although Jim did some updating and editing of his book several years ago, most of the examples he uses are from about 40 years ago, and as a result some of the numbers seem quiet small. However, if you add a zero to each of the examples, the numbers will be approximately right for today and the techniques explained by Jim still work. 

4. Be sure to use counseling techniques with each Buyer or Seller you come in contact with.
Ask every Seller the Following questions: “What do you plan to do with the cash you receive from the sale of your property? Is there any reason that you wouldn’t trade part of the equity in your property for what you want?

Ask every Buyer the Following questions: What do you own that you are willing to sell to buy the real estate you want? Is there any reason you wouldn’t trade that for the real estate you want?”

By asking these important questions you will discover underlying motivations that can be the beginning of making a transaction that is not totally dependent upon easy mortgage financing! 

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 to meet their needs. 

To learn more about this concept, visit our website at www.cash4you.net or invite us to make a 30 minute presentation at your sales meeting of our new short seminar titled “MORE SALES WITH CA$H NOW SELLER FINANCING.”

REQUEST A QUOTE ONLINE

at

www.cash4you.net/requestquote.html
	For CA$H NOW - - Visit Our Website:   www.cash4you.net
For Mortgage Investments:  www.investinmortgages.net 



