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THE MORTGAGE MELT DOWN - - PART 11
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, (November 13, 2008) that number has risen to 303! 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.

COPING WITH THE MELT DOWN—PART 9
USE CREATIVE FINANCING TO THRIVE IN A SLOW MARKET

One of the smartest and most creative real estate professionals that I have ever met is Peter Fortunato. Although he doesn’t teach much anymore, he does teach several seminars a year and to get a schedule of his seminars go to www.PeterFortunato.com. Peter is also a regular attendee at Jack Miller’s Real Estate cruises and during these cruises attendees have the opportunity to learn some of Peter’s best creative ideas. You can get a schedule for Jack Miller’s cruises at www.CashFlowConcepts.com and click on seminars. 

Many years ago, when Peter was a young real estate salesman in Boston, the country was experiencing a credit crunch. As a result, sales were very slow and many real estate salesmen were turning in their licenses and changing careers because they couldn’t make a living in real estate due to the lack of reasonable financing. At that time the only loans available were limited to 80% of value. However, Lenders would allow the Sellers to carry back a 10% second deed of trust provided that the Buyer made an actual cash down payment of 10%. The difficulty was that, after the payment of the real estate commission (the prevailing rate in Boston at that time was 7%) and closing costs the Sellers were left with very little cash. Because the payments on the second deed of trust, plus the very little cash remaining from the down payment, was not enough for most Sellers to justify selling, and because very few Buyers had 20% cash down, there just weren’t many sales occurring. 

Although he was only a young man in his early 20’s at the time, Peter had wisdom much greater than others much older. He recognized that “problems are just opportunities in disguise”. Since Peter had a few dollars saved up for living expenses and did not have a high standard of living at the time, he took advantage of the bad market to become one of the top earning real estate salesmen in Boston. 

Peter’s solution was really quite simple. He simply contacted owners of property and offered to take his commission in the form of the second deed of trust. By doing this, although he deferred the payment of the commission, he increased the commission rate from 7% to 10% and allowed the Sellers to have all of the 10% cash down payment remaining after closing costs. By doing this, he was able to list and sell a large number of properties that had been sitting on the market without any activity for many months. While he did not make a lot of cash initially, he quickly built up a large amount of interest earning deeds of trust receivable and after a period of months the cumulative payments on all these deferred commissions became quiet substantial. Peter also recognized that as soon as the financing market improved, most people would want to refinance to get out of the expensive loans and payoff his second deed of trust. 

Back then, as is always the case, no market stays the same forever. Within three years the market improved, interest rates decreased and Peter began getting substantial cash payoffs on all of his deferred commissions. As Peter tells it, these payoffs provided him the funds that allowed to him to relocate to Florida and spend several years as a “stay at home dad” while his children were young. It also provided him with the capital that he needed to begin buying his own portfolio of rental properties in Florida. 

Other Uses of Deferred Commissions: In Peter’s situation the transactions involved new financing for 80% of the purchase price with Peter taking the 10% second as his commission. However, it is also possible to take deferred commissions any time Buyers do not have sufficient funds to cash out and assume an existing loan. But, remember that there are some issues involved in assuming existing loans due to the fact that most loans have a “due on sale” clause. This does not mean that the loan can not be assumed, but if the Lender does not consent to the assumption, they can call the loan due. While the likelihood of any Lender calling a loan due in the current market, if payments are being made, is extremely remote, it is a risk. No licensee should ever participate in an assumption without the Lender’s consent unless you have provided written disclosure to the Buyers of the risk and had them sign a copy of that disclosure acknowledging their understanding of and their assumption of the risk. For more on the issue of assumption go to our website at www.cashforyou.net and click on Financing Outside the Box and read Chapters 5 and 6.

It is important to recognize that a deferred commission does not have to consist of a separate Note and Deed of Trust to your real estate firm, but can consist of a Partial Assignment of a larger Note and Deed of Trust carried back by the Seller. 

Be Creative and Survive: Successful licensees in tough markets are those who think like Peter and recognize that “problems are just opportunities in disguise”.  Using deferred commissions is one creative way of making sales in markets when financing is tight and your competitors are making career changes. 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!        

FREE NOTE OWNER’S MANUAL
We have now included an instruction manual for Sellers who are considering selling with Seller Financing, or for Sellers who have already taken back a Note, on our website.  To download this 30 page booklet, got to:  www.Cash4You.net and click on Note Owner’s Manual.
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
LEARN MORE ABOUT CREATIVE FINANCING

In previous issues, I listed three important sources of more information on Creative Financing.  These sources are:
1. For a free introduction to the topic go to www.Cash4You.net  and click on Financing Outside the Box.
2. Read the book “Owner Will Carry” which can be purchased at www.arnettbroadbent.com/ownerwillcarry.html .
3. Read the book, “How to Finance Any Real Estate, Any Place, Any Time” which can be purchased at www.JimMisko.org/books.html .
	For CA$H NOW - - Visit Our Website:   www.cash4you.net
For Mortgage Investments:  www.investinmortgages.net 



