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PRAISE FOR
REO BOOM

“It’s not often you get a how-to book at the perfect time for an opportunity, but that’s exactly what REO Boom is. It’s a step-by-step guide to the techniques and strategies that a few people in the know are using to make millions in real estate right now! There’s a small window of opportunity and only a select few are taking advantage of it. Read REO Boom to find out how you can be one of them!”

—DIANE KENNEDY, CPA, New York Times–bestselling author
of Loopholes of the Rich, Real Estate Loopholes, and other tax and financial books

“REO Boom is an amazing how-to manual that vividly displays encyclopedic, A-Z knowledge of the REO goldmine that exists in today’s market. This book’s prodigious amount of useful and instructive detail provides savvy agents an incisive, step-by-step guide to earning a six-figure (or even seven-figure) annual income. But beyond REO listings and sales, when put into action, REO Boom’s counsel will lift agents to a new plane of excellence with all of their clients and customers.”

—GARY W. ELDRED, PhD, bestselling author of Investing in Real Estate

The Shah brothers have made it simple and easy for real estate professionals who want to be successful in the REO game! REOs will be a part of our industry for years to come, and every agent should use the exhaustive resources presented in this book to create his or her individual strategy for success!

—MIKE PAPPAS, CEO/President of The Keyes Company

“If you’re interested in making money in the REO boom, this book must find a place on your bookshelf.”

—MATTHEW MARTINEZ, author of How to Make Money in
Real Estate in the New Economy, Investing in Apartment Buildings,
and Two Years to a Million in Real Estate

“This book will open your eyes and expand your horizons with regard to real estate opportunity.”

—VINCE POSCENTE, New York Times–bestselling author of The Age of Speed

“Boom Bang Boom! REO Boom is the best insiders’ guide for real estate agents that we’ve ever seen. Every agent in our office is getting a copy to use on a daily basis.”

—Bestselling authors PETER CONTI and JERRY NORTON, FlipGuys.com

“If you want to take serious money to the bank with REO success, read this book! I’m all about knowing your market, and this book is your key to demystifying the REO process.”

—SUSIE HALE, Founder and CEO of eFrogPond, Inc.


“For both the big picture and a detailed, comprehensive guide through the REO maze, look no further than REO Boom, written by two experts who live and breathe in this space every day.”

—CRAIG CHEATHAM, President and CEO of the Realty Alliance

“Today’s real estate environment is constantly changing and competitive. You must have a competitive edge to succeed. REO Boom is the blueprint that will give you that edge! A must-read for anyone in real estate.”

—GINNY SHIPE, CAE,
Chief Executive Officer of the Council of Real Estate Brokerage Managers

“The REO Brothers have hit the ball out of the park with this book! Not only does it follow an easy step-by-step process on how to own the REO market, the myriad ‘Insider Tips’ are fantastic! REO Boom is required reading for any real estate professional who wants to compete and win in the current market.”

—JULIE GARTON-GOOD, DREI, C-CREC, Founder of the International Association
of Real Estate Consultants® and author of All About Mortgages

“This book is an absolute eye-opener. The REO opportunities that exist for real estate entrepreneurs are incredible. Read this book and run to implement Aram and Tim’s easy-to-follow strategies. Then just cash the checks!”

—CLIFF PEROTTI, CRB, GRI, CDPE, International Speaker, Coach, and Consultant, and author of The Real Estate Entrepreneur

“REO Boom is powerful material. REO properties are an important sector of the Real Estate Market, and this book is the blueprint to help you get your share!”

—MERLE L. WHITEHEAD, President/CEO of RealtyUSA

“Having been in real estate for over twenty years, I know how technical and involved REOs are. After reading REO Boom I just wished I had this Book in my arsenal years ago. If you think you can just wing REOs like some do with short sales—think again. You need to make REO Boom your real estate bible. To be successful in REOs it takes mastery, and this is the only book you will need to be an REO Master.”

—KB COLLINS III, Esq., short sale attorney and real estate instructor

“I’ve interviewed many who are in the REO business, but the Shah Brothers stand head and shoulders above the crowd. No one has the systems, tools, and mapped-out strategies like those presented in REO Boom. This book should be required reading for real estate brokers!”

—JONATHAN D. NICHOLAS, CRB, co-host of the Property Beat Radio Show
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REO Boom

is dedicated to the tens of thousands
of real estate agents across the country who kept their faith in
the real estate business. Stay strong, follow the systems,
and seize the opportunity.
This book is for you—the real entrepreneurs.







“Change is the law of life. And those who look only to the past or
present are certain to miss the future.”

—JOHN F. KENNEDY
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Introduction

THERE HAS NEVER been a better time to get into the real estate business. Or maybe we should say, back into the business. Like many other types of agents in the marketplace, a lot of real estate professionals have lost their zest, zeal, and “oomph” and have decided to focus their interests elsewhere. Some are on the fence, and some are giving it one last shot.

Well, we’re here to tell you real estate is far from over. The real money is now, and what you are about to discover in this book will guide you step-by-step through how to become successful in the new and improved real estate business, real estate bank-owned properties (REOs).

The old days of aggressive prospecting and marketing campaigns with high fixed costs are over. Look around you. Depending on what city you are in, foreclosures, or the REO boom, as we like to say, are all around you.

Some proponents or “experts” say that to make a million dollars in the real estate business, you need to budget approximately 10 percent of your gross commission income (GCI) toward lead generating activities (i.e., marketing and advertising). Who has over $100,000 in this market? While this model might have worked in an “up market,” it definitely will face resistance in a “down market” such as the one we are facing today.

Why? Although the game might remain the same, the players have changed. No longer can you list your neighbor’s house, because the equity in that home is wiped out or upside down. The pot of gold has shifted from the consumer back to the bank. Thus, the key to success in the real estate world is shifting your focus and energy to the direct source: banks! This requires landing a bank contract and then properly managing the contract to create a pipeline of income by selling bank-owned properties (REOs).

Imagine earning a million dollars without doing print ads, newspaper ads, magnets, calendars, radio, car signs, etc. No more aggressive marketing and prospecting campaigns.

What we will show you in this book is how to convert REOs into your own personal ATM, all on a “shoe-string” budget. It’s simple. It’s a science. But it’s not rocket science. All you will need to follow the system is tenacity and discipline.

Real estate is cyclical, and so the secret formula for success is timing. What separates the top 10 percent of successful agents from the bottom 90 percent is the ability to get in and out of a market at the right time. Remember the housing and condo craze? Practically anyone could have listed a customer’s home between 2000 and 2005 and subsequently have sold it for that same customer, making a double dip of commission within a six-month period. Those days are gone. The good news is, something better is here, but the window of opportunity is short. The time to get in is now.

This book is designed for two groups of agents. The first is the real estate agent, team, or broker who is not in REOs but wants to get in. They are tired of attempting “short sales,” new construction, or rentals. If you fall into that category, we will show you how to break in the REO game and land a bank contract. You will learn how to build a team, set up systems, and use other vendors’ money (OVM) in the interim to bankroll your operations. As an added bonus, we have provided a free detailed asset management list of the various direct banks and outsourcers in the marketplace for you to apply to (see Appendix B).

The second group is those who have dabbled with broker price options (BPOs) or may have been lucky enough to have been assigned an REO property or two through an outsourcer or asset management company but who want to grow their business. If you’re a member of this category, we will teach you how to grow and build an automated cash flowing business by obtaining “direct” bank contracts so you can earn over a million dollars within twenty-four months. We will provide you with an REO blueprint: a step-by-step, easy guide to follow.

You will also learn how to implement the “REO Plus Model” to perfect everything from initial occupancy check reports (OCRs), to the BPO, to managing evictions, to issuing your bid-scopes, to inputting listings, to performing monthly marketing reports (MMRs), to managing multiple offers, to managing closings, to the most tedious of it all—reimbursements.

As you will see later, dealing with banks is tricky. Once you are in, you have an unlimited opportunity to create wealth—unless you do not perform. Some banks will not give you a second chance. They do not have the time or patience for error, as they expect to work with only the best.

Finally, this book serves as an added bonus for consumers, both home buyers and investors, who are looking to purchase their own REO property. We will uncover the inside secrets on how things work from a real estate agent’s perspective. For example, you will learn why your offer never gets accepted or why a home listing shows “pending sale” the same day it comes out on the market. By the end of this book, you will learn exactly who to contact to purchase your dream home or investment property.

Are you ready to cash in on the REO boom? If so, the material you are about to read will take your real estate business to the next level. No matter where you are in your real estate career, we challenge you to finish this book within thirty days and implement the system by putting bank-owned properties on your priority list.

The work here is a collection of almost a decade of real estate experience, tried and tested in some of the most depressed real estate markets across the country. Our vision—although the voice you’ll hear throughout the book is Arams’s—is to share this easy step-by-step manual with all the real estate entrepreneurs in the country who step up to adversity and know how to spearhead change with action.

If that sounds like you, turn the page now—let’s gets started.
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As a thank you for reading this book, we have included a FREE bonus pack filled with updated REO bank lists, tips, forms, newsletters, audio, and video interviews. Please log on and register today:

www.reoboom.com/bonus








[PART ONE]

LAUNCHING YOUR REO BUSINESS
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Inside the REO Game


“You cannot teach a person anything;
you can only help him find it within himself.”

—GALILEO



I REMEMBER WHEN no one wanted to learn about REOs.* When I used to mention REO, agents thought it was some type of company I was trying to recruit for. It was uncommon knowledge that REO stood for “Real Estate Owned.” Everyone used to say, “REO, what’s that?” Agents used to give me the cold shoulder when I offered to coach them on obtaining REO listings. Maybe it was because REOs weren’t as popular back then as they are now. Or maybe it was because the concept of REOs was too new to be fully understood. Whatever the reason, one thing is true: all those naysayers came back.

It’s quite obvious that now is the perfect time to get into the REO game. However, there are still many agents out there who don’t completely understand the potential of REOs. Some agents think that REOs are too much trouble, and others think that because they have one REO account they are set. Because there is so much speculation on the nature and business of REOs, everyone has a different opinion.

This book isn’t for everyone. For those of you who don’t want to learn the insider secrets of REOs, there is no need to continue reading. For those of you who don’t want to capitalize on the lucrative real estate–owned market, perhaps you will be better off taking your chances with rentals or short-sales. But for those who want to get into REOs, keep reading. REOs may seem “new,” but the fact is that they have been a gold mine ever since the late 1980s.

A HISTORY LESSON FROM THE RTC

In good times or bad, foreclosures have always symbolized savings, value, and deals. If you look at history, we faced a similar REO explosion during the late 1980s when the savings and loan (S&L) banks went belly up, partly because of the underperforming assets such as residential mortgages, mortgage backed securities, construction loans, and other investment securities. Some loans back in the day actually allowed you to assume a mortgage without qualifying. Can you believe that?

To remedy the crisis, Congress passed the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA), an act that created the Resolution Trust Corporation (RTC) to bail out S&Ls, also called “thrifts.” The RTC used three techniques to dispose of these toxic assets: direct bulk sales, auction bulk sales, and mortgage securitization (similar to what is going on today). These three services made a lot of people a lot of money; in a very short time span, from 1989 to 1995, many even became millionaires.

FIRREA guided RTC by giving it a very important rule (a rule you will see throughout this book in today’s time): Maximize the return from the sale and disposition of troubled assets. Basically, help! Stop the bleeding fast and get government money back! If you have not done so already, please highlight this rule now. It is the backbone of success in your REO career and is the dominant theme throughout this book.


MAXIMIZE THE RETURN OF TROUBLED ASSETS IN THE SHORTEST AMOUNT OF TIME




The RTC followed the rule in three ways. First, it made the S&Ls merge, consolidate, or reorganize. Next, it liquidated their assets and sold them to get the invested money out. Finally, it sold off or shut down the S&L entirely.

Recognize any similarities with today? Do you recall Bank of America merging with Merrill Lynch? Or how about when Washington Mutual was seized and its assets were stripped and sold to J.P. Morgan Chase & Co? The RTC stepped in, placed the thrifts in conservatorship or receivership to supervise and control the S&Ls, and then managed their assets.

However, the RTC couldn’t do it alone. It needed a partner: the private sector. The RTC would jumpstart the program, oversee it, and get funding for it, but it couldn’t execute the program by itself. Instead, it set the policy and let someone else to do the dirty work. Since the RTC didn’t have the expertise or the time to run all the programs itself, it did something better: gave an opportunity to others. With the RTC’s initiatives, a door opened up for all the private companies in the marketplace, including auction companies, asset valuation companies, and asset management companies, to handle these opportunities.

Does history repeat itself? Absolutely. Congress created the Troubled Asset Relief Program (TARP) modeling it after the RTC, under the Emergency Economic Stabilization Act of 2008 (EESA). TARP allowed the United States Department of Treasury to purchase or insure up to $700 billion (a.k.a. “bail out money”) of distressed assets as a remedy to our subprime mortgage meltdown. Congress’s mantra then and now is insure, supervise, and receive.

And here we go again. Except this time it’s bigger and stronger than ever. RTC ended up costing the American tax payer approximately $132 billion, which was nowhere close to the massive $700 billion dollar mark we face today. What is the lesson?
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REOs are in abundance and they are here to stay. If RTC lasted six years (1989 to 1995) and resulted in costs adding up to less than half of the damage of today’s crisis, then we can reasonably assume TARP (signed into law in 2008) will last at least six years, if not more. My assumption is REOs will last until late 2017, approximately a time and a half longer than RTC.

BIG PICTURE ON REOS

So, why is a bank-owned property called an REO? About a year ago, I was sitting in a “certified REO expert” seminar. It was a three-day “intensive training” on how to become a certified REO specialist and get thousands of REO listings and pretty much retire in three years. Being in the business for quite some time, I had never heard of a so-called “certification,” so naturally I was intrigued. As the guest speaker was concluding and “pitching” the audience into purchasing additional software, CDs, DVDs, and other promotional materials—or, as we like to call it, “upselling”—a young attractive lady with curly hair raised her hand with a confused look and asked, “I’m sorry, but what does REO stand for?” Not once throughout the seminar did the guest speaker define REO. I couldn’t believe it.

REO stands for real estate–owned property. I’ve also referred to it sometimes as bank-owned property, because it’s actually the bank’s or mortgage lender’s (or trustees’) real estate–owned properties that were acquired by foreclosure. They couldn’t sell prior to foreclosure at a short sale, they couldn’t sell it at the court house or trustee auction, and now they are forced to take the property back in inventory. Remember, foreclosure is the legal process of forcing the sale of a home so that an individual or a bank can get the money they loaned back.

The timeline of receiving an REO back into inventory varies depending on whether the property is in a judicial state or non-judicial state. Judicial foreclosure procedures are used by states that use “mortgages” as the security instrument for property loans. Non-judicial foreclosure procedures are followed by states that use “deeds of trust” as the security instrument to secure their loan to a borrower. The main difference between the two is court involvement.

Generally, foreclosure in a non-judicial state is a faster method because there is no court intervention. However, in today’s real estate market, both processes are taking double the customary time due to the influx of foreclosures, lack of staff, and various court provisions that must be met before the procedure can move forward.

For instance, according to an article written in The Palm Beach Post on May 12, 2011, entitled “Painful Stretch: Florida Foreclosures Grow Lengthier,” Florida takes approximately 619 days from the time the foreclosure is filed to the time the bank repossesses the home. This is much higher than the national average of four hundred days that was reported in the first quarter of 2011.

A good rule of thumb is to expect at least a year regardless of the foreclosing procedure. An easy way to discern a judicial state from a non-judicial state is whether there is judge involvement.


JUDICIAL—JUDGE REQUIRED (COURTS)
NON-JUDICIAL—NO JUDGE REQUIRED (TRUSTEES)



In a non-judicial state, deeds of trust allow a trustee to commence a foreclosure sale without the use of a court because of the loan contract’s “power of sale” clause. This clause states that the borrowers agree to the sale of their property to pay off the balance of the loan in the event of a default. A major difference between deed of trusts and mortgages is that the lender cannot go after a “deficiency judgment” against the borrower if what they eventually sell the property for is less than what was owed on the loan.



NON-JUDICIAL (DEED OF TRUST) STATES




Alabama, Alaska, Arizona, Arkansas, California, Colorado, District of Columbia, Georgia, Hawaii, Idaho, Iowa, Michigan, Minnesota, Mississippi, Missouri, Montana, Nevada, New Hampshire, North Carolina, Oklahoma, Oregon, Rhode Island, South Dakota, Tennessee, Texas, Virginia, Washington, West Virginia, Wisconsin, and Wyoming





In a non-judicial state, there are three parties involved:


	Borrower (Trustor)

	Third-party bank chooses to look after its interest (Trustee)

	Bank/Lender (Beneficiary)



The foreclosure process begins with the borrower missing his or her first payment. Once payments fall thirty to ninety days behind, the lender will file a “Notice of Default” with the local county recorder. Once notice is recorded and a copy is given to the borrower, the reinstatement period (depending on the state) begins where the borrower can bring the mortgage current.

Approximately three months after the Notice of Default, a “Notice of Trustee’s Sale” is prepared and published in an adjudicated newspaper that runs once a week for approximately three consecutive weeks. In addition, the Notice of Trustee’s Sale is recorded in the local County’s Recorder’s office. If the borrower cannot reinstate the mortgage, the property is sold to the highest bidder at the Trustee Auction on the sale date or the property reverts back to the beneficiary (bank).
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In contrast to non-judicial deeds of trust, a mortgage is a judicial process, because the lender (mortgagee) proceeds with the foreclosure through the courtroom in front of a judge without the use of a third-party trustee. The actual lender must sue the borrower and obtain an order from a judge to foreclose. Thus, there are only two parties involved:


	Person who borrows money (Mortgagor)

	Bank/Lender (Mortgagee)



Once a borrower misses payments the lender sends a “Notice of Default” in approximately ninety days. This notifies a borrower that they are in default of their mortgage and that the lender will start the foreclosure proceedings. About a month later, the lender will file a “Lis Pendens,” which is Latin for “pending lawsuit.” The Clerk of Court for the county will record the Lis Pendens and make it public.

If no “Answer” is filed by the borrower within twenty days stating that they dispute the lawsuit, the lender will begin the filings to obtain a Final Judgment. This is usually done in steps. First, the lender will file a motion for a “Default Judgment” forfeiting the right of the borrower to contest the foreclosure. Next, approximately forty-five days later, the lender will file a motion for “Summary Judgment,” wherein the lender will present the case against the borrower to foreclose on the mortgage and grant the lender the right to sell the property at the court house steps via auction.

Upon receiving the Final Judgment, the court will set a foreclosure sale date or “Court Auction” within approximately thirty to forty-five days, and the highest bidder will be awarded the property. Overall, the customary time frame takes anywhere between six months to one year or longer, depending on if the borrower has retained an attorney to file answers and seeks adjournments of hearings to dispute the validity of the foreclosure. With the amount of foreclosures flooding the court house steps, there is just not enough time in a day to schedule cases.



JUDICIAL (MORTGAGE) STATES




Alabama, Alaska, Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia, Hawaii, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, South Carolina, South Dakota, Texas, Vermont, Virginia, Washington, Wisconsin, and Wyoming





Some states allow both a non-judicial and a judicial foreclosure sale, but some types of foreclosure are more common than others. For example, in Alabama, although both types of foreclosure sales are allowed, judicial foreclosure is not common. Therefore, a lender may decide to proceed with a judicial foreclosure and seek a deficiency judgment in court if the defaulted borrower has good income and valuable assets.

However, if the lender does obtain the deficiency judgment, borrowers may act by filing bankruptcy, which again delays the entire process before the bank receives the inventory into its hands. Because laws are always changing, it is important to keep up with your state law, as changes in statute may impact the timeline of receiving an REO property.



NON-JUDICIAL & JUDICIAL STATES




Alabama, Alaska, Arizona, Arkansas, California, Colorado, Georgia, Hawaii, Idaho, Iowa, Minnesota, Mississippi, Missouri, Montana, Nevada, North Carolina, Oklahoma, Oregon, Rhode Island, South Dakota, Texas, Virginia, Washington, Wisconsin, and Wyoming






Regardless of the process, at the end of approximately six months to a year (maybe longer), if the property is not purchased by the highest bidder at auction (court house or trustee) or through pre-foreclosure (i.e., via short sale), the property reverts back to the bank. Also, because the banks are in the business of making loans and not building and selling homes, they need to move these homes as quickly as possible so they can get the tied-up money out and eventually make a loan to someone else.
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The sole objective of a bank’s sale of an REO is to stop the bleeding. The bank is trying to sell the REO in the shortest amount of time for the most money possible.



The million dollar question is, who gets the bank listing after it reverts back to the banks? You do! That’s right, local real estate agents in local markets. Banks have a centralized office somewhere—let’s say in Dallas, Texas, or Los Angeles, California—and they have hundreds of thousands of properties they manage. It is nearly impossible for them to assign their entire inventories to one or two “powerhouse” agents, so the market is open and the time to enter is now!

THE REAL ESTATE ENTREPRENEURIAL TIMING

Now is the perfect time to enter the business. If you are already in—congrats! I believe great opportunities come only once or twice in a lifetime, and this is one of those great opportunities that you absolutely cannot miss. All across the United States, foreclosure rates are rising. Chances are, within a five-mile radius of your home, you will see a foreclosure or bank-owned sign outside. With personal bankruptcy rates rising, consumer debt skyrocketing, and the use and abuse of defaulting toxic mortgages such as subprime mortgages and option adjustable rate mortgages (ARMS), our housing market is crashing.


This is excellent news for real estate agents! I know that sounds crazy, but in the scope of things for our business, there is an inverse correlation between the health of our economy and your success in the REO business. The worse our economy gets, the better you do.
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This is the only business where unemployment, bankruptcy rates, mortgage defaults, etc., actually contribute to REO success. It is unfortunate, but as real estate entrepreneurs our job is to step in front of opportunities.

Peter F. Drucker, in his book Innovation and Entrepreneurship, defines entrepreneurs as individuals who exploit opportunities created by change and who create something new or different. It is those who step in front of change, embrace it, and act upon it who will succeed.

CHANGE IS GOOD. CHANGE IS REOS.

The market has shifted. Conventional sales are going by the wayside. The wave of the future is REOs. The more foreclosure bank-owned properties there are in the marketplace, the more homes will be listed from the banks, and the faster they can sell. Sure, if everyone goes into foreclosure in the country then there will be no buyers, but because the free market always corrects itself, that will not be the case. If the deal is good enough, there will always be a cash buyer ready to buy.


In DSNEWS.com, a publication tailored to the mortgage default servicing industry, an article revealed that Auction.com, a real estate marketing and disposition services site, offered 35,350 foreclosures, or $2.4 billion dollars of troubled assets, in 2010.

According to RealtyTrac.com, an online marketplace for foreclosure properties, their year-end foreclosure report for 2010 stated a record 2,871,891 U.S. properties received foreclosure filings, up 2 percent from the 2009 stats and up 23 percent from the 2008 report. Basically, one in forty-five homes in 2010 received a foreclosure filing, with five states making up 51 percent of the nation’s foreclosure activity: California, Florida, Arizona, Illinois, and Michigan.

Whether you work in these “hot bed” markets or not, foreclosures and bank-owned repossessions are everywhere. Remember the days of listing properties and qualifying buyers with zero percent down? How about the “Ninja or Liar Loans” that the mortgage industry used to quickly approve someone with absolutely no income, assets, or means but who they still deemed had a decent enough credit score to “qualify”? At one point in time, it was almost easier to buy a home than to get approved for a car.

NINJA—NO INCOME, NO JOB/ASSETS

The NINJA, combined with option ARMS, was the formula for self-destruction in the housing market. Remember, option ARM offered the borrower several options to pay every month, including a “minimum payment” option that was even less than the interest-only payment. Because this option was less than the cost of interest, the difference was added to the actual loan balance, leaving the loan to explode and the borrower to lose hope. Imagine watching your loan balance grow every month. What would you do?

This, when combined with the expired government moratoriums (suspension/freeze) on foreclosures, has now resumed the progress of foreclosure activity as banks try to clear out their backlog of properties. What this means is opportunity. A shift in the real estate market has happened. It has gone from conventional listings to REOs, and now is the time to step in front of this boom.


NINJA + DEFAULTS + MORATORIUMS = OPPORTUNITY



THE REO GAME

The REO business is a game. It’s easy. It’s really like riding a bike. Once you learn, you never forget. If you are one of the one million–plus members of the National Association of Realtors® (NAR), you know the difficulties and intricacies of getting a correctional listing. There are countless hours spent preparing listing presentations, rehearsing, pitching, selling, etc. Each listing is different. Each situation is different. You do not know when or where your next listing is coming from. Sure, over time you will have a sustainable business, but that takes years of building a referral network, good will, and cash flow.

Unlike conventional real estate, the REO business is constant. It’s almost guaranteed money! I say “almost” because with a few exceptions, which we will cover later in this book, every listing sells. Don’t you wish you could say that about all your other listings? Why do they sell? It is a foreclosed REO, and in the mind of a buyer:


REO = DEAL



Analyze your local multiple listing service (MLS) or county courthouse statistics and you will see foreclosure REO days on market (DOM) are usually less in amount than those on conventional listings. Notice how fast REOs get scooped up. This happens because foreclosure REO listings are predictable sales. I think of each REO listing as an ATM.


REO = ATM




What do an REO listing and an ATM have in common? Your money. Your job is to cash in on the listing as fast as possible and pull out your money, just like with an ATM. Therefore, the key to mastering the REO game is this: the faster you can turn out an REO from the beginning of the process to the end, the faster you will get another property in inventory and the faster you can make your commission.

THE SIX STEPS OF THE REO CYCLE

Once the bank takes possession of a property back in inventory, its main objective is nothing more than to sell it at the highest possible price to minimize its loss on the original loan. So, the bank wants two things from you. First, a decent market price sale, and second, a lightning-fast turnaround time. What do they not want? They do not want to see a fire sale or slash-and-burn mentality. Let’s take a look at the six steps of the REO cycle.
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The REO cycle is simple. The faster you can master these six steps, the more REO properties you will earn.


Step 1: Occupancy Check Reports (OCRs)

Step 2: Broker Price Opinions (BPOs)

Step 3: Repair Bids

Step 4: Listing & Marketing Updates

Step 5: Offers & Extensions

Step 6: Closings & Reimbursements
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Asset managers that work for banks give listings to agents who can close within ninety days for them. The faster you can master the REO cycle with minimum error, the more business you will receive.



The main difference between the conventional real estate business and the REO business is that in the REO game, approximately 80 percent of your business (i.e., listings) will come from one to three clients. That’s all it takes to become a multi-million dollar producer in this business.


When I first started in the REO business, I had absolutely no idea what the potential or outcome was going to be. I thought, great—a bank listing. It will probably take months to sell, I have to do a ton of marketing, spend hundreds of dollars, etc. My first REO listing was a single family home for $288,500. It was a gorgeous home on a lake, five bedrooms, and was built fairly new. The day I got the listing price from the bank I listed it on the multiple listing services and had over thirty showing requests and seven offers within three days. I couldn’t believe it. I sold it within fourteen days after the contract being accepted and got my next REO assignment the day after.

—Daniel Brown

Los Angeles, CA

REO listing agent




THE FIVE BIGGEST REO BENEFITS

REO Benefit #1: Consistent Cash Flow (CF)

Imagine saving three to five years of conventional marketing, advertising, prospecting, etc., and developing the same pipeline of income immediately. The main difference between the old-school way of doing real estate and the new frontier of REOs is that now you are actually running a business. You will be transitioning from sales to management. It’s actually the best of both worlds. You have a constant pipeline of “hot” deals coming in without the overhead or the hassle of being a home builder. About 60 percent of your time will be dedicated to management, and 40 percent will be focused on sales, managing your contract with the bank, and selling your own REO listings to end customers who are craving deals.
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You can count on a consistent stream of cash flow: pending transactions, closed transactions, and new property “assignments” coming in. You can cut your costs, as well as expand, contract out, budget, etc., because you know exactly how much money you will be making and when you will be making it. Remember, every property sells; it’s just a matter of when. Therefore, REOs provide a predictable, quantifiable income.

REO Benefit #2: Banker’s Hours

Another benefit to selling REOs is that you will work banker’s hours. That’s right; once you set up your dream team and systems and master the REO cycle, you work when the banks work: Monday through Friday, 9:30 A.M. to 4:00 P.M. Can you work more? Sure. You can always try to find more customers for your exclusive listings, but it’s an option you have, not an obligation.


No more driving around like a taxi-cab driver, no more presenting countless offers that all seem to get rejected or seem to be presented too late, as the property happens already to be “under contract.” As an REO agent, you now hold the power. Every REO is a deal, a hot buy that everyone wants. There is an old adage that says “cash is king.” I will add to that by saying that in this business:


REO = KING



Remember what else REO is?


REO = ATM = CASH



Therefore, back to the old adage:


CASH = KING



REO Benefit #3: Less Hassle

REOs are a clean transaction. Unlike a short sale, where you wait six to eight months, going back and forth negotiating with the borrower’s mortgage lenders (and sometimes two or three lenders) to accept the offer, you have a property that has reverted back to the bank with no mortgages or tons of paperwork to deal with.

Also, because REOs offer “free and clear title” (no liens or encumbrances), it eliminates the chances of your transaction not closing. REOs also require less disclosures since the banks have never seen the property, never lived in it, and do not know the previous owner. Thus, REOs are truly “as-is.”

REO Benefit #4: Instant Referral Base

The intangible benefits of an REO are long lasting. Because bank-owned properties drive buyers like magnets, you will build an instant database of buyers. Think about this. In an average year using the REO Plus model (see Chapter 3), you will close 250-plus REOs per bank contract. That’s about 250 buyers who will eventually need to sell their home one day.


You have just built an instant pool of customers who have already done business with you. You have an instant referral base waiting. Send them a reminder every year (e.g., Christmas card, etc.), and guess who will be the first person they call when they are ready to sell? You!

REO Benefit #5: Fast Brand Name

Within six months of your start in the REO business, everyone will know who you are without the need of fancy advertising campaigns. You will instantly be recognized as a leading REO agent in your market, and your phone will not stop ringing. Each phone call is a warm lead. Each lead is one step closer to putting a hungry buyer into a vacant REO.

Agents will want to take you out to lunch. Title companies will solicit you. Mortgage professionals will be your best friends and invite you to dinner parties. You will even be invited to mention a few words as a “keynote” speaker at real estate seminars. Buyers and sellers will call the numbers on your signs because they know you are the “direct source” for good deals. This last benefit is a less tangible one that feels great!

THREE BIGGEST REO MYTHS


“It is your decisions, and not your conditions,
that determine your destiny.”

—ANTHONY ROBBINS



There are certain moments in our lives that shape us. There are forks and crossroads where we must choose a direction to take. Choices are complex and difficult on the road to success. However, without taking action, we are saying to ourselves that we are content with being discontent. Many people have misunderstandings and pre-conceived notions of why things won’t work or why they shouldn’t do things. This is fear and pain speaking. These are myths.

The only way of being successful is fighting fear with faith, and pain with passion. You have a choice. You set your own destiny. Take action now. Opportunity is waiting. When you focus on the end result, the middle and the beginning appear. Only you can create your own destiny.

Myth #1: It’s Too Late to Get In

Did you know the average foreclosure cost for a single property is approximately $50,000, or as much as 30 to 60 percent of the outstanding loan balances? This was reported in a policy paper by the Mortgage Bankers Association on May 28, 2008, according to several independent studies.

Multiply $50,000 by 2,871,891 (the number of U.S. properties receiving foreclosure filings in 2010) and what do you get? A whole lot of money the lenders are losing. Think about it. Banks have to fix up the homes, pay real estate commission, keep up the taxes, pay insurance, do maintenance, pay attorney fees, etc. They are bankrolling all of these expenses while the property is decreasing in value every month.


BANKS NEED REO AGENTS



Banks need you. They need your expertise. Only you are the expert in your market. They do not have the capacity or money to manage the sales process, and they are hungry for good agents. Now is the most opportune time to get in. After completing this book you will know everything about the REO business and you will be equipped to approach any asset manager in the country. Remember, fight fear with faith and action; you create your own destiny.

Myth #2: It Takes a Ton of Money to Manage the Properties

So you heard through the grapevine that you need over $50,000 to manage a contract for a bank. Maybe you heard you have to pay for each property’s electricity and water bill, change locks, clean pools, etc., which can break your bank account. Well, if you heard that, I want you to know it is completely FALSE. Sure you have to change locks and turn on utilities, but you will do this by using other vendor’s money (OVM), which you will learn about in Chapter 3.

You will learn exactly how to use OVM with little to nothing out of your own pocket. Actually, the magic number to get started in the REO business is approximately $1,000. That’s all it takes to get your contract off the ground. Each agent I consulted with spent approximately $1,000 to go from their first BPO assignment to a closed transaction. The timeline per each property is approximately ninety days:
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After receiving your first property assignment and listing it on the market, the bulk of your time is spent managing the closing process. This time period will depend upon your skills and the speed of your internal network (bank, title-company, mortgage partners, etc.). So within ninety days of receiving your first assignment, you will be able to successfully close your first transaction.

With that closing commission you will be able to invest more BPO assignments (Step 1 of the REO cycle). Sometimes you may receive five or ten new assignments at the same time from one bank or different banks. The more the better; the more visits to the ATM, the better for you.

You usually have either money or time on your side when you first start. If you are low on money, you are high on time. So, if you don’t have the money to hire staff, you will be putting in a lot of time in the beginning. Once you have successfully closed about ten REO properties, you will be ready to bring in your dream team and leverage your money to get you more time, and to get you more money!

We call this the 90/10 REO rule. For the first ninety days after you receive your first assignment, you’re putting in a lot of time (fifty to sixty hour weeks). You continue to put in a lot of time until you reach your first ten closings, which then allow you to bankroll the growth of your business.

Once your cash flow kicks in, you cut back on your time. You then leverage your time by recruiting your dream team (see Chapter 3). With more free time and a support team, you are ready to domino the effect in generating more cash.
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“I can still remember to this day. We spent about $40 dollars on a lockbox, about $120 on changing the locks, $40 dollars on yard signs. Within 30 days we got our first REO listing under contract. I couldn’t believe it. My wife and I closed that transaction in 55 days and cleared $3,500. It was so easy, and profitable. We turned our first $3,500 into over $300,000 our first year in the business.”

—Rob Smith

Detroit, MI

REO listing agent



Myth #3: You Need Experience to Be Successful

Experience is overrated. What matters more are preparation, diligent work, and opportunity. You can have fifteen years of experience and be complacent. Or, you can have six months experience but work twice as hard and fast as someone with decades of experience.

When I first started early in my career, I was scared. After filling out my contract and submitting back the signed master listing agreement (MLA) to the banks, I almost did not want a property. I was scared because I had never listed, managed, and sold a bank-owned property. I was petrified.


After having several internal conversations with myself, and using some Anthony Robbins self-help techniques, I got over the fear factor and leaned on what I knew best: my work ethic, passion for real estate, and ambition. After closing my first REO transaction, I felt like I had accelerated my learning curve by five years. I had all the experience I needed from managing the REO cycle.
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Six months in the REO business is equivalent to eighteen months in conventional real estate. You learn so much, and so quickly, that your learning curve accelerates three times as fast.



If you have a real estate license, feel a passion for real estate, know how to enter a listing in the multiple listing service (MLS), and have the discipline to follow the different models in this book, you will have more than enough experience and confidence to speak to any asset manager in the country.

Experience is a mindset. Set your mind to be disciplined and hardworking, and ignore the three biggest REO myths. If you follow the systems outlined in this book with the correct mindset, we guarantee you can and will be successful in the REO business.

POINTS TO REMEMBER


	Hard work, passion, and discipline outweigh experience.

	It takes less than $1,000 to start.

	90/10 REO Rule: Your first ninety days is time intensive and cash poor until your first ten closings. Then you will have more cash to leverage and hire your dream team so you can invest less time to produce more cash.

	REO = ATM = CASH.

	REO Cycle = six steps. The faster you can master it, the more listings you will receive.


	REOs are 60 percent management and 40 percent sales.

	Five Biggest REO benefits: consistent cash flow, banker hours, less hassle, instant referral base, and fast brand name.

	REO contracts are a million dollar business. Eighty percent of your business will come from one to three clients.

	The faster you can close within ninety days, the more listings you will receive from asset managers.

	REOs are here to stay. Expect a window to about year 2017.

	Banks want you to maximize the return of their troubled assets in the shortest amount of time.

	REOs are easy, predictable, and constant. They are a great opportunity that comes only once or twice in a lifetime. The window is short. The time to act is now.
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Getting in with Asset Managers

THE MILLION-DOLLAR REO CONTRACT

Dealing with banks is like dealing with a first-time home buyer. They want everything for nothing, they want it fast, they want it now, and they think they are always right. Is it worth it? Absolutely. One direct bank contract will make you a million in gross commission income (GCI) within a year or two. Two direct bank contracts will make you two million. Three to five will net you $1 million in your pocket. Assuming, of course, you follow Chapter 4 through Chapter 9 and manage your bank contracts right.

Here are the breakdowns from what you can expect. Each company I coached achieved $1 million in GCI within the first twenty-four months. Here is the formula to gross $1 million dollars per direct bank contract:


Inputs (What you need flowing in)


	3 new BPO assignments/properties a week minimum

	30 “active” listings a month (i.e., active on the MLS)

	100 or more total properties in inventory at any given time

	35 percent or greater “in-house buyer” ratio (i.e., you find your own buyers and make both sides of the commission)



Outputs (What you will get flowing out)


	250-plus closed REO transactions in a year

	$1 million-plus in gross commission income (GCI)






This assumes the average sales price (SP) is over $120,000, the average listing commission (LC) received is greater than 2.5 percent, and you are making 3 percent as the selling agent (SC) representing the buyer at least 35 percent of the time. Remember that with REOs, unlike with short sales, the listing agent is able to keep both sides of the commission from the listing and selling side. Therefore, if you as a listing agent procure a buyer for the property, you will obtain the commission from both the listing side and the selling side.

In fact, for each company I coached, they averaged approximately $120,000 to $150,000 in their selling price and a 35 to 40 percent in-house buyer ratio. They found their own buyers and made both sides of the commission (listing + selling) without spending any additional monies on promotions, advertising, or marketing.
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This is in line with the National Association of Realtors®, which stated the national median home sales price on existing homes for January 2011 in the United States is approximately $158,800. Do the numbers using these figures, and your GCI comes out to approximately $1.4 million.
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Some banks offer you 2.5 percent to list, some offer 3 percent. Also, the majority of them always offer the co-operating agent 3 percent plus bonuses for finding the buyer. So the minimum you can get is 2.5 percent, and the maximum is up to you!




Also, remember that only 35 percent (approximately 87 closings out of 250) have to come from you finding your own buyer. Anything above this percentage will require you to invest money into marketing and advertising which will be eating away from your bottom line profits.

In the REO business, you will make approximately 35 to 50 percent net profits before taxes (after all expenses) depending on how well you can control and adjust your expenses. Adjusting is sometimes more important than controlling, because as you are looking at your “pending sales” waiting to be closed on, you need to know when to staff up (i.e., bring on more assistants) or cut down in the upcoming months to offset your pending sales. Therefore, using a conservative figure per direct bank contract, you are looking to gross $1,063,200 and net $372,120:

[image: art]

Once you master one direct bank contract, you can replicate this and add on until you can achieve a goal of three direct bank contracts to net you a million dollars.


3 DIRECT BANK CONTRACTS = $1 MILLION NET



THE MASTER LISTING AGREEMENT (MLA)

Landing a master listing agreement (MLA) is like getting drafted to play major league baseball without throwing a 98 mile-per-hour fastball. With hard work, passion, and focus both can make you a millionaire. An MLA is your exclusive right to manage, market, and list bank properties for a specific time period (usually ninety days).

This means whichever property the bank assigns you is yours exclusively until you sell it or they remove it. What it doesn’t mean is that you are the only one who will receive properties in your area. You receive new property assignments based on performance. So as long as you are doing your job correctly and adhering to your MLA, the bank will not remove the property from you. However, the minute you underperform or violate your MLA, you’re warming up the bench or being demoted to the minors.


YOU RECEIVE NEW PROPERTY ASSIGNMENTS
BASED ON PERFORMANCE



When I first started I made a brutal misstep: I repeated the same mistake twice. I was completing a BPO and forgot to make the adjustments for the living area of the comparable properties, as theirs were greater than the subject’s. About a month later, after doing twenty-five flawless BPOs, I made the same mistake and the asset manager chewed me out. He remembered the exact mistake I had made the first time. He even recalled the REO ID of the property and address. Maybe the second time triggered his annoyance over the first, but he told me one more mistake would mean a “performance issue.” I never repeated that mistake again.

In fact, what I tell my team and agents that I coach now is: never make the same mistake twice. If you can heed one piece of advice, make it this one: write down when the asset manager says you did something wrong (whether you agree or disagree) and never repeat that mistake again.


NEVER MAKE THE SAME MISTAKE TWICE
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Each asset manager at a bank has a different style and tolerance. You will get three different answers from three different asset managers even if they work in the same company. The best thing you can do is write down their likes and dislikes so you don’t repeat the same errors twice.




It is necessary for you to read the master listing agreement (MLA) you have with your bank. Read it twice. When I first started, I did not pay any attention to the MLA because I was so happy to have “gotten in” with a bank. However, what I later came to realize was that asset managers are held responsible for agents adhering to the MLA. Make sure you do not put your asset manager’s job on the line. Read the MLA and follow each section of it carefully.

After landing your first contract with a bank, execute! Go above and beyond every time. I always tell my agents or mentees to exceed expectations of asset managers each time you communicate with them. Think of it like this: each time you are able to speak with them on the phone, or send an email to them, you are given the opportunity to sell yourself even more, an opportunity that other agents are begging to have.

Consider your asset manager as your boss. Ultimately, you want that person to depend on you to follow the MLA and guidelines, maximize performance measures, and help the asset manager maximize his own goals. When an asset manager is assigning a property, you want him to assign it to you without a moment of hesitation.

To ensure this positive relationship, use every opportunity you have to sell yourself, your performance, and your results to your asset manager. Every phone call, email, and conversation with an asset manager is like gold. You must take advantage of the opportunity and always exceed his expectations. If you are on a conference call with five other REO agents, make sure you speak up and show off. Ask important questions but never ask something that you can look up in your MLA. Get him to confirm that you are doing a good job. Make him aware of your performance, and then go above and beyond his expectations.

Once you have impressed an asset manager, you need them to write a letter of recommendation for you. Don’t be afraid to ask. When I was coaching an agent back in the summer of 2010, I remember the agent telling me, “But I’m happy with only this bank. I don’t need any more banks, so why should I ask for the letter of recommendation?” Here was my response:



There are many reasons behind asking for a letter of recommendation besides the obvious opportunity of acquiring new accounts with other banks. First, you are getting the asset manager to put in writing his recommendation for you. Having him simply write this reassures new banks of the fact that they can trust you; it serves as reinforcement to them that they can count on you.

Second, you are getting your foot in the door to get a letter of recommendation from the director of the asset manager (his boss). It is much more effective to start with a letter from an asset manager than to go directly to the top for a letter of recommendation. Once you have the letter from the asset manager, you can request a meeting with the director and have the asset manager’s letter as a selling point for the director to write his own letter of recommendation.

Third, if at any point you get stuck in the mud with an asset manager, the effect will be somewhat mitigated by him having written a letter of recommendation in the past. Think of it as if he is endorsing you. It’s very tough for an asset manager to go from the point of writing a letter of recommendation for you to completely disliking your performance.

After your performance is above par and you are able to obtain letters of recommendation from the top management or at least an asset manager, you can go out and market yourself to other banks. Very few agents are confident enough to ask for a letter of recommendation because they do not possess the know-how to execute 100 percent of the time.



Unlike them, and unlike those who haven’t read this book, you will know exactly what banks want, exactly how to give them what they want, and exactly how to earn $1 million net within twenty-four months as an REO agent. Keep on reading!


ASSET MANAGERS EXPOSED

If there is one thing that you need to master from this book, it is to know what asset managers want and then deliver it to them. This one element will make or break you. Asset managers are simple. They only want three things from you: experience, on-time closings, and bonuses. Are you knowledgeable about REOs? Do you have systems in place? Can you follow through and close on schedule? Can you help them meet their monthly quotas and bonuses?

If you can master these three things and perform well, you will get your three (or more) new BPO assignments a week. If not, you may get a second chance, and maybe even a third, but rarely have I ever seen someone get more than three strikes against them before they get all their properties re-assigned (removed and given to another agent) or receive the dreaded “termination” notice.

Asset managers hate re-doing your work. They are not getting paid to babysit you. It is your responsibility to know what to do and how to handle each situation. If you have a three-hundred page sales guide manual (a rule book addendum to your MLA) that you are expected to read cover-to-cover before you receive your first BPO, then you better have read it. If you don’t perform well, they have to press the reset button. This is the button that re-assigns your property to another agent, getting a “second opinion BPO,” and essentially re-starting from scratch.

Every time you speak, email, or chat with an asset manager, do not spend the time ineffectively. Do not ask a question that can be looked up in your MLA. Do not ask a question that can be answered via an internet search.
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Before you email or ask a question on the phone, make sure the answer is not already stated in the sales guideline manual. This is one of an asset manager’s biggest pet peeves.




Imagine being an asset manager and having hundreds of agents asking remedial questions. How would you be able to get any work done? Asset managers receive over 250 emails on any given day. Now imagine this: the emails they get from you as an agent are not to ask silly questions, not to ask for guidance, not to ask situational questions, but to show off your performance. You will impress them, rather than annoy them, and stand out from the crowd!

From the initial occupancy check and BPO assignment to closing, minimize your communication to an asset manager until it’s time for you to show off. Let them know that you are working 24/7, that you know what you are doing, and that they can count on you to close.

When I first started, I made the mistake of emailing an asset manager questions that were somewhat contradicted by the MLA. I immaturely thought that by pointing out a gap in the master listing agreement, I would seem smart. I remember that day perfectly. Here is what I wrote to the asset manager:


Dear X, I am completing this BPO on a duplex; however, the master listing agreement states that duplexes are considered multi-family homes while the tax record on this property indicates a single family zoned residence. Please advise.



The response:


Please do not email me questions that can be answered by looking at the FAQ section.



The take-away: Asset managers simply do not want to be bothered with simple questions such as the above. Do not try to impress your asset managers by pointing out inconsistencies with policies and procedures. They don’t care.


The Three Biggest Asset Manager Pet Peeves

While speaking to several hundred asset managers across the country, I listed the top three asset manager pet peeves about doing business with REO agents (new or seasoned):


	
Forced to Babysit. They hate babysitting work. They want someone confident who understands the local market. If they give you a task, they want it done on or before the deadline. They do not want to ask you more than once for the deliverable. Asset managers look at fifty to sixty BPOs a day, which gives them approximately two or three minutes to review each one. The last thing they want to do is ask, “Where is xyz agent’s BPO?”

	
Left Blind. They hate the dark. They want to know every detail of every transaction for each property. Whether they look at it or not, they need it. First, it gives them the ability to make a decision on pricing or repair, and second, they need to cover their assets (CTA) from their manager in case something goes sour in the transaction. They feed off of information; information is light. Because each bank usually has its own web-based log-in portal to communicate, make sure you update that every day on each property. If a repair wasn’t done correctly, update that. If you had only one showing request from other sales agents this week, update their system. Always cover your assets (CYA) as well. It makes you look sharp and shows you are detailed. Always keep the asset managers informed.

	
No Results. They hate non-performers. They want results, not efforts. They can’t stand excuses and the “we tried our best” mentality. They want results. They have their goals and numbers to meet, and they want an REO agent who can meet and exceed their goals. Communication is crucial, especially with numbers. Since asset managers usually have spread sheets and financial data they are looking at all day, you want to communicate with them in their language. Quantify everything, including the number of days on the market, the list price versus the sold price, the number of showings, etc. The last thing an asset manager wants to see is an agent who is non-responsive and who can’t get results. The ultimate outcome of being results-driven is closings. You must close every transaction in time, at worst—the earlier the better.



Below is an email from an asset manager. Although we changed the name for confidentiality purposes, pay close attention the tone and notice the annoyance this asset manager felt. This is the type of email you do not want to have waiting for you in your inbox:


Time is of the essence. [Being timely] is something that I would like to see more of. February was an extremely disappointing month for me and I wanted to express this issue. I did not make my goal and could have with a little more help and determination from my agents. Every day I put effort into these closings: calling buyer’s title, HOA, and even lenders. Unfortunately, I have not seen the same dedication from my agents. Going forward, I need you to take ownership over these deals and closings. I need realistic dates, extensions, and updates. I need fast responses to my emails. I need the attached form COMPLETELY filled out with every offer.

The minute the deal is accepted, I need contracts back in five days. Management will be canceling deals on day six going forward. When contracts are signed, I need you on top of the buyers for condo approval and I need you on the HOA to send the updated estoppels. I understand title companies are slow, non-responsive, and hard to work with, but if we can get all our ducks in a row and give them everything they need there is no excuse. If buyers are dragging their feet there will be no more extensions; we have a date and everyone needs to commit to it. We cannot make a game of it with the attitude “it will close when it closes.” I have monthly goals that I need to meet and I need agents who want to help me reach them and go beyond those numbers. I want to know that I can depend and trust in these deals that you are bringing me. Spring is coming, which means more properties. Your closing performance is what reflects more inventory going forward.

—Mary Brown,
Asset Manager



ASSET MANAGERS PROFILED

Overall, bank asset managers tend to be reserved. They are not the typical real estate person. I believe they adopt such personas intentionally to stay in the shadows of the business. They do not announce they are asset managers (they do not want to be bombarded with inquiries), they do not have business cards, and they do not give out free information.

Therefore, if you are in a real estate meeting, chances are you will not know who is an asset manager. They want privacy so they can get their job done, meet their quotas and deadlines, and go home just like the rest of us. They are employees who work for banks or outsourcers with required to-do lists for each property they manage.

When I was first getting started in the business, I went to a real estate conference in Las Vegas. There were hundreds of booths and personnel all over. Each booth had about fifty real estate agents all looking for and waiting to talk to an asset manager. I knew my chances of squeezing in there was slim to none, so I decided to go the lounge area and grab some food. After ordering, I met a very nice lady and naturally started up a conversation. I told her that I was in the REO business and was an agent in Florida and shared with her some of my experiences with properties.

Within fifteen minutes she opened up and that told me she was an asset manager who worked for a national bank. I couldn’t believe it. I quickly handed her my business card and even offered to buy her a drink (pretty risky move). About a month later I got an email with an invitation to apply as an agent for her bank to handle the REOs. I got in!


DIRECT VERSUS OUTSOURCER ACCOUNTS

One of my agents once asked me, “What is the difference between an asset manager and a sales rep?” I answered back, “Nothing, from your perspective.” You must treat whoever feeds you properties like gold, whether their title says “asset manager” or “sales representative.” Generally, however, the difference between the two positions depends on whether they are working for a bank directly or working with an outsourcer.

After a bank gets the foreclosed property back in inventory, it has to make a choice. It can either sell the property directly through its in-house “sales representatives” (bank employees) by assigning properties to direct REO listing agents (you), or give it to a wholesaler or “out-sourcer” who hires “asset managers” (employees of outsourcers), who handle thousands of properties on a flat fee base for the banks.

These asset managers will then allocate properties to different REO listing agents throughout their local markets. We use sales rep and asset manager interchangeably throughout this book because regardless of who it is, you will treat both of them equally as your boss. The breakdown looks something like this:

BANK INVENTORY REO



	DIRECT
	OUTSOURCERS



	
■   Uses direct REO agents

■   Pays high commission

■   Gives high volume to their “IN-NETWORK” direct REO agents


	
■   Employed by banks to manage large volumes of properties

■   Payed “per file” fee (e.g., $800–$1,500)

■   Gives less volume/commission to REO agents but employs more agents







A bank’s main objective is to get the highest price for its REO asset in the shortest amount of time. It also believes in using both channels (both direct and outsourcers) so one side doesn’t have too much power. Typically, when banks have a lot of volume, they bring on out-sourcers to help them manage the workflow; otherwise they would have to incur a lot of time and money in hiring and firing staff (i.e., their sales representatives).

On average, each sales representative has up to five hundred REO assets to manage at one time in their territory. During slow inventory levels, they can drop down to about one hundred REO assets.

Conversely, when times are slow and the inventory level is low, banks reduce the volume of REOs given to outsourcers, keeping the inventory internally and assigning it to direct REO listing agents.

[image: art]
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Typically banks keep 60 percent of the REO inventory internally and outsource 40 percent. During slow times, banks keep 80 percent and outsource 20 percent so they can avoid employee cutbacks.




A typical direct REO bank structure team would look something like this:

[image: art]

On average, an REO division at a bank that works with direct REO agents usually has a team of thirty per territory, which starts off with a director (for instance, “Director of REO Dispositions”). Each team will cover large grounds of territory with centralized staffing and support at their headquarters (e.g., Dallas, Texas). So a team may set up a remote office somewhere in California and cover the West Coast. Another team may be in Florida and cover the Southeast.

Under the director will be about three sales managers who supervise the sales representatives (your boss). Each sales rep, approximately ten per sales manager, will have territories throughout each state or even multiple states. Their work load is managed by an inventory level ranging from one hundred to five hundred REOs.

Similarly, instead of you dealing directly with the sales rep, you would deal directly with an asset manager who works for an outsourcer. Think four to five big real estate brokerage offices combined. They have enough liquid money to manage thousands of properties at once. Usually they have about $5,000 per property in working capital. They, in turn, would assign you properties depending on the zip codes you service.

The question is, which contracts do you want to obtain? Both! Your job as an REO agent is to get into all the direct accounts. If you’re starting from scratch, you will most likely get an outsourcer account before a direct account. This is good. You want to build a track record of performance before stepping up to the big volume. Regardless, your goal is to get both. Remember, to net a million dollars, you need three direct accounts. Any additional outsourcer accounts are just gravy!
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