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As spring moves into the Chicagoland area, there is always an optimism that comes with it.  New growth, new energy, and new hopes and dreams for the season ahead.  In most years, buyers and renters start looking for new places to live.  And, in most years, prices see a bit of a boost with the new activity.  

As we have been discussing at CCIA meetings, and in previous messages, the market has shifted here and around the country.  You don’t have to listen to much in the way of financial news to hear about tightening standards on lending, skyrocketing foreclosure rates, and really dismal news surrounding inflation, cost of gasoline and other goods.  It can get downright depressing to listen to the evening news.  

Yet, in this market there are still deals, and some investors are doing quite well.  What can you do to increase your chances of success in this market?

Make good deals:  That is obviously sound advice in any market.  In this market, you need to carefully examine the various things that make up the deal and make sure that they make sense.  If they don’t, move on to the next one. 

The biggest problem investors were having a few years ago was finding a good deal.  The market was flooded with buyers paying too much.  These days, the biggest problem I am hearing about is investors that are “stuck” with property that they can’t move.  And, in addition, many no longer know what a “good deal” means.

So, how do you avoid being “stuck” with property?  You plan in advance.  Make sure that you are buying right.  Ideally, you will control the property first – find your “exit”, and then implement it.  Control could mean buy, but in a market like we have today, a contingent contract, an option, or other creative techniques make more sense.  If you are trying to buy rental property, make sure that you have a quality tenant signed before you close.  If you are wholesaling property, control the property, and find the buyer before you remove your contingencies.  If you are buying property to rehab, make sure that you buy it cheap enough that you will be able to offer the property at a bargain price to move it quickly.

Price:  I am hearing agents and others talk about what a tremendous bargain a property is because it sold for $X two years ago, and you can get it for only 80% of $X now.  Is this relevant?  I would contend that the answer is not totally.  You may use it as an early stage screening device, but the value of a property changes due to many things, not just time.  

Condition:  Is the condition the same, or are you now looking at a beat up property that was in pristine shape two years ago?  Or, on the other hand, did someone buy the property, fix it up, and is now desperate to get rid of it because they are out of cash to carry it.  One could be an awful deal, and the other might be a good one.

Terms: Was the sale value two years ago based on easily available low priced financing?  If today’s price is based on an all cash purchase, and cash is not as readily available, the value of the property is less.

Location:  In a swiftly moving market, property will sell more easily, even if the location is not ideal.  In a slow moving market, this property is more difficult to sell or rent.  I would suggest that you carefully check out the location before buying.  

Prepare in Advance for Problems:  Make sure you have several exit strategies, and the funding sources to go the distance.  Be prepared to rent, seller finance, trade, or get creative in other ways if you can’t sell the property.  Or, if the opportunity exists to control the property without owning it, do so.  

Pull out the Stops on your Marketing:  A sign in the yard may be all it takes to move a property in good times.  Today, you better have the sign in the yard, the flyers on the street, listings at all of the websites, and even an MLS listing. In addition to all of that, take the extra step of making your property more attractive than the competition.  If you have the best place on the market, it is priced at the best price, and it is advertised everywhere so that people are aware of it – if anything sells or rents it will be your property.

Keep your eye out for bargains: Desperate times make desperate sellers, which make for phenomenal opportunities.  This market is all about having the right tools.  Through our CCIA meetings, we continue to “bring you the most brilliant minds and ideas in real estate”.  Please join us, and stay on top of your game!
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