How to Get Rich During a Real Estate Downturn
By Robert Jenson

:::Lucky 13 Bases to Cover to Best Assure Property Profitability:::
Even when the going gets tough for real estate buyers immersed in perilous market conditions, return on investment potential persists. Residential real estate profit seekers need not stave off property purchases, but rather ensure their bases are covered throughout the process to minimize risk and maximize reward. 

Consider these insights on how to best assure property profitability: 
Interview & hire a buyer’s agent:  Purchasing a home could be the most important and complex financial transaction you engage in, and going it alone is risky. Indeed, a buyer’s agent can save you time, hassle and thousands of dollars. Take time and care when selecting a real estate buyer’s agent - find someone you can trust, and that you have a good rapport with.

Outline what you do and don’t want: The first step in the home buying process is to create a realistic idea of the property you'd like to buy. What are the primary 4 features that are most important to you? Make two lists: one with your wants, the other with don’t wants – each listed in order of priority. Refine both lists as the house hunt progresses. It is also helpful to search online to see what is currently available on the market. 
Shop for the most favorable mortgage rates and terms: Also early on, shop around for the most favorable mortgage rate and terms.   A difference of even half a percentage point can mean a considerable savings over the life of a loan. For example, the difference in the monthly payment on a $100,000 mortgage at 8 percent vs. 7.5 percent is about $35 per month. Over 30 years, that's $12,600.  

Get a good faith estimate: Commonly called a GFE, if you plan on financing your investment properties, you need to know exactly what your payments are going to be.  Only then can you determine if the property is going to be cash “negative” or “positive”.  The lender(s) you are working with should be happy to provide you a GFE for free.  If the lender is hesitant to give it to you, then move on to a different one.
Get pre-approved for a loan: Many buyers want to find the “perfect” home before having their credit pulled, which can backfire when an offer is on the table and time is of the essence.  It’s wise to get pre-approved for a loan even before you view your first home. Your credit report may contain inaccurate information that you were not aware of, which can be a time consuming process to rectify.  Or, you might not like what loan program you qualify for, or you might qualify for a higher loan value than you thought.  Ultimately, you will need a pre-approval letter with your offer, so do yourself a favor and do this in advance. It’s free, after all. 

Find properties below market value:  Foreclosures and short sales are everywhere.  Now is the time to take advantage of what is decidedly a “buyer’s market.” Do note that negotiating bank owned foreclosure property is fairly quick, while short sales can take from 1 to 4 months for bank approval.  Look to your agent on advice on what kind of property will meet your need.

Visit properties: Now you’re ready to visit houses. Your real estate agent will arrange showings, and should also help you keep track of the properties you’ve seen. Your Realtor should also accompany you on visits to newly built homes, as the onsite sales agent represents the builder’s best interests - not yours.  Your agent is an expert who will negotiate the best price and incentives on a new home, and will oversee the sales process on your behalf.  

Know the features that help or hurt resale: There are many things to consider when buying a home, including its resale potential.  For example, in neighborhoods with attached three-car garages, a two-car or detached garage may adversely affect the home sale and future value.  Number of bedrooms, floorplans, location, and proximity to noisy streets are among other factors that can prove problematic for a future sale. 

Rate the houses you tour: After touring each home, write down what you liked and didn’t like.  Develop a rating system that will help narrow the field. For example, pick the house you like best on day one and compare all other houses to it. When you find a better one, use the new favorite as the standard. Try to avoid trying to track more than four top choices at any given time since this can quickly become overwhelming.

Determine the property’s rental value, BEFORE you buy it:  Today’s good buys are still long term holds.  The days of the quick “flip” are over for now.  Look to secure financing with a fixed rate, and be sure the market’s current rental value will cover or exceed the mortgage payment, taxes, insurance, HOA dues, and other such expenses.  Be cash positive in your investments.  If the properties are costing you money “out of pocket” every month, this is not a good strategy to long term wealth building.

Make an offer: Once you’ve pinpointed the home you want to purchase, it’s time to get serious about the financial and contractual side of the purchase and make an offer.  Be strategic though realistic with your offer price based on the home’s size, condition, features/upgrades, community comparables, current market conditions and other key indicators to stack the odds in your favor for a successful outcome – and generally expedite the process overall.

Arrange for a home inspection: After your offer is accepted, set up a home inspection. It's not uncommon to find problems, including leaky roofs, electrical problems, insect infestations and foundation concerns and code violations. Hire a reputable inspector, and negotiate to get you the most for your money once the inspector's report is final. If you negotiate repairs as part of the purchase, ask for a "walk through" before finalizing the paperwork to assure all issues are resolved to your satisfaction. Also ensure the seller pays for a home protection plans as part of the transaction, which may save you money in the short and long-term future.

Prepare for a successful closing: Before your closing date, ensure everything is in order, such as confirming you’ve made all necessary deposits and completed all required paperwork – including mortgage, title, homeowners insurance and any other needed for local or state governments. Due diligence here will help you avoid any last-minute snags, so you can actually enjoy every moment of the home-buying process.
~~~
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