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A

Absolute auctions, 79
Absolute highest bidder, 79
Acceleration seasons:
buying during, 24, 64
defined, 17, 19
investing strategies for, 135-139
length of, 39
short-term investing during, 21-22,
136-138
Acquisition guidelines, 175
Active investing:
lease option transactions, 142-144
versus passive, 141-142
“subject-to,” 145-146
tactics and procedures for, 146-147
Affordability indexes, 38
Agent farming, 74
All inclusive trust deeds (AITDs),
95-96
Annual debt service, 160
Annual operating expenses, 160
Annual Property Operating Data Sheet
(APOD), 157-162
Apartment buildings, number of units
in, 56-57
Apartments, 55

231

Appreciable earnings, calculating total,
119
Appreciation:
asset, 3
average mean for top 50 metro areas
(1995-2005), 6-7
best-guess method of forecasting,
xi
cyclical nature of, 16
estimating returns from, 4
historical, 5
lack of, in real estate slowdowns, 3
long-term, 3, 5
measurement of, 48
need for forecasting, 4-5
profit from, xii, 4
properties with greatest, 54-55
purchase negotiation and, 62-63
recent home, 38
short-term, 3
top cities for, 187-195
Appreciation rates:
finding predicted, 42
translating to dollar returns, 42-43
Appreciation returns, 48
Arcata, California, 191
Asbestos, 60, 114
Asset allocation, emergency, 177
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232 INDEX
Assets: Capitalization rate, 122-123, 160-161
cash and equivalents, 169 Capital lending sources, 101-103
growth of, 3 Cash assets, 169

leveraging, 22-23, 85, 138-139

life insurance policies, 101

liquid, 4

personal property, 170

real estate, 170

retirement plans, 101
Auctions, 79

B

Balance sheets, 136
Balconies, 62
Balloon down payments, 98
Bank relationship loans, 102
Bankruptcies, 7
Bellingham, Washington, 182,
188-189
Bend, Oregon, 189
Blanket mortgages, 98-99
Boulder, Colorado, 190
“Bubble bursting,” 19
Buyer resources, 101
Buyer showings, 74
Buyers’ markets, 7, 14, 20
Buying area analysis, 179-182
Buying guidelines, 175
Buying plans, 182-184
Buying strategies. See also Investment
strategies
determining your, 175-176
matching to metro location, 66-67

C

California, speculative investing in, 19
Can be done attitude, 130

Cash flow:
long-term passive, 20-21, 138, 141
negative, 11-12, 119-120
positive, 3, 106-107, 132
rate of return on, 23
from rental properties, 4, 12, 13
before taxes, 119, 160
Cash flow investing, 141, 161
Cash-on-cash return, 121-122, 161
Cash reserves, 177
Cash returns, forecasting to maximize,
12-13
Commercial property, vacancy rates,
112
Commitment, 130-132
Comparative sales, 64
Competitive advantage, 35-36
Compromise, 131
Condominiums, 56, 65-66
Conservative approach, to real estate
investing, 18
Contracts, 147
Contract-wraparound trust deeds,
95-96
Conventional financing, 52, 86-91
Cooperation, 131
Corporations, 152
Cost of living, 38
Costs, opportunity, 22
Creative financing, 91-104
investor financing, 100-104
options, 103-104
realtor financing, 100
renter contribution, 100
seller financing, 93-100
Credit cards, 102
Credit markets, tightened, 71, 80, 85
Credit scores, 86, 90, 101
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Crime rates, 38, 61

Cross-country properties, 106-107
Crump, Joe, 142

Curb appeal, 78

Cyclical change. See Market cycles

D

Debt coverage ratio (DCR), 162
Debt service, 160
Debt-to-income ratio, 87-89, 171-172
Deceleration seasons. See also Real
estate slowdowns
buying during, 20-21, 24, 30-31,
64
capitalizing on, 34-35
defined, 17, 19
length of, 39
selling at start of, 23-24
selling methods during, 71-84
short-term investors and, 21-22
strategies for investing during,
127-133
Decision making:
timing of transactions, 22-26
using forecasts, 15-20
Declining forecasts. See Deceleration
seasons
Deeds:
AITDs, 95-96
quitclaim, 81, 96
second trust, 95-96
secured trust, 80-81
wraparound trust, 82, 95-96
Demand:
home prices and, 64
in housing market, 18
oversupply of, 19
real estate cycles and, 65-66
Demographics, regional, 55

Index 233

Down payments:

balloon, 98

earning back, 52-54

minimum needed for, 91, 174
“Due on sale” clauses, 81, 96, 145

E

Earnest money deposit with option,
103-104
Econometric modeling, 35-40, 40-41,
44
Economic conditions, understanding, 4
Economic cycles. See also Market
cycles
preparing for and capitalizing on, 9
Economic forecasts, xi. See also
Forecasts
Economic indicators, lagging, 10
Economic statistics, 8
Edsforecast.com, 42
Effective rental rate, 159
El Centro, California, 190-191
Electrical systems, 60-61, 114
Electricity meters, 57-58
Emergency asset allocation, 177
Employment Development Boards, 39,
111
Equity:
growth of, 106
instant, 50, 63
leveraging, from principal residence,
138-139
maximizing, 20
measurement of, 33
using to sell in down market, 11
as wealth measure, 118-119
Equity appreciation. See Appreciation
Eureka, California, 191
Expected returns, measurement of, 4
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Expenses, operating, 160

Expensive areas, 105

Experience, learning from, 130

Expert Metropolitan Board (EMB),
36

F

Falsehoods, about real estate investing,
133
Federal Housing Administration (FHA)
loans, 87, 102
Federally insured loans, 86-87
Federal Reserve, 42
FICO (Fair Isaac Corporation) scores,
86
Financial calculations, 157-165
Financial evaluators:
capitalization rate, 122-123
cash-on-cash returns, 121-122
key, 117-123
for next five years, 123
true rate of return, 117-121
Financial investments, 4, 170
Financial position, determination of,
168-174
Financial returns, 33, 129
Financial risk, using forecasts to
reduce, 19-20
Financial statements, 135-136,
167-168
Financing:
alternative methods for, 91-104
buyer resources, 101
creative, 85-86
investor, 100-104
loan qualification process, 86-91
preapproval for, 87-89
realtor, 100

seller, 80-82, 93-100
traditional lenders, 86-91
First-time buyers, 66, 71
Five-Year Proforma, 162-165, 180-182
Flat seasons, 17, 39. See also
Deceleration seasons
Focus, 130
Forecast appreciation rate, 167-168
Forecasting strategy, seasonal, 20-26
Forecasts. See also Metro forecasts
accuracy of, 4445
buying outsourced, 35-36
for comparing 1031X properties, 24
for competitive advantage, 35-36
consequences of not using, 9-10
creating own, 35-36
current real estate, 17
as decision-making tool, 15-20
econometric models, 35-41, 44
importance of, xi
integrating, into real estate strategy,
10-14, 28, 127-128, 132
locality, 40
metro, 41-42, 44, 183
national, 39
to prevent selling difficulties, 72-73
reasons to use, 4-5, 8-9
state, 40
timing transactions with, 22-26
using to reduce risk, 19-20
to yield cash returns, 12-13
Forecast seasons, 17-20. See also
Acceleration seasons; Deceleration
seasons
Forecast variables, 36-40, 42-44
Foreclosures, increases in, in 2007,
xi—xii, 7
Future earnings, calculating expected,
4-5
Future job growth, 37
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G

Gas meters, 57-58
Get rich quick programs, 128, 129
Goals:

three-year, 176-177

time line of objectives for, 177-179
Gross operating income (GOI), 160
Gross rent multiplier (GRM),

161-162

Gross scheduled income (GSI), 159

H

Hard money lending, 102
Home equity loans, 102, 138-139
Homeownership, versus renting,
48-52
Homes, tracking of unsold, 8
Home selling. See Selling methods
Housing:
demand for, 18
oversupply of, 71
Housing expense, maximum, allowed
by lender, 87-88, 171
Housing starts, 71

Income:
gross operating, 160
gross scheduled, 159
net operating, 160
other, 160
passive, 4
Income sources, in real property
investing, 4
Income statements, 136

Index 235

Inflationary rates, 42
Information technology, 35
Instant equity, 50, 63
Institutional lenders, 86-91
Insurance policies, 99, 101, 151-152
Interest rates, seller financing and,
99
Internal rate of return (IRR), 162
Investment decisions. See Decision
making
Investment indicators, 120
Investment properties, 33
age of, 60-61
amenities in, 61-62
calculating appreciable earnings on,
42-43
calculating total appreciable
earnings on, 119
comparing locations for, 105-107
identifying best, 47-67
influence of cycles on individual,
63-66
investigating property valuations for,
179
local versus cross-country, 106-107
objective analysis of, 33-35
old versus new construction, 114
property management firms for,
107-108
property types, 55-56
purchase negotiation of, 62-63
selecting best area for, 111-114
self-management of, 107
short-list, 179, 182
understanding remote property
valuations, 114-115
Investments. See also Investment
properties
financial, 170
leveraged, 22-23, 85, 138-139
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Investment strategies. See also Real
estate investing
for acceleration markets, 135-139
current, 28
for difficult markets, 127-133
long-term, 22-24, 29, 65, 138
matching to metro location, 66-67
most productive, for next five years,
131-133
short-term, 21-22, 25-26, 29,
137-138
Investor financing, 100-104
Investor mindset, 132

J

Job growth, 37, 38, 111

L

Lagging economic indicators, 10
Lakeland, Florida, 191-192
Land sales, 83
Land trusts, 152, 153, 154-156
Laundry facilities, 58-59
Lawsuits, 151-152
Lead paint, 60, 114
Lease option transactions, 142-144,
145-146
Lease with option to purchase, 103
Legal entity protection, 151-156
Lenders:
hard money, 102
prequalification by, 170-174
traditional, 86-91
Lending sources, 101-103
Leveraged assets, 22-23, 85, 138-139
Liabilities, 170

Char Count=

INDEX

Liability issues:
legal protections, 151-156
with rental properties, 60-61, 114
Liens, 81
Life insurance policies, 99, 101
Limited liability companies (LLCs),
152, 154, 154-156
Limited partnerships, 152
Liquid assets, 4
Liquidation profits, 25
Liquidity, leveraging assets for,
138-139
Listings, tracking of unsold, 8
Loans:
bank relationship, 102
conventional, 87
federally insured, 86-87
FHA, 87, 102
home equity, 102, 138-139
personal, 102
qualification process, 86-91,
170-174
secured real estate, 102
VA, 87, 102
Locality forecasts, 40
Local properties, 106-107
Location, 47, 64
attention to, 105
expensive, 105
local versus cross-country, 106-107
matching strategy to, 66-67
Long-term appreciation, 3, 5
Long-term debt, 170
Long-term investment strategy, 65
advantages of, 29
passive cash flow, 138
timing buys and sells, 22-24
Long-term passive cash flow, 20-21, 28,
138, 141
Luck, role of, 33
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M

Market cycles, xii. See also Acceleration
seasons; Deceleration seasons;
Real estate cycles; Real estate
slowdowns

forecasting, 15-16

preparing for and capitalizing on, 9
Marketing strategies:

for 1031 exchanges, 83-84

pricing, 74-75

staging, 75-79

Market self-correction, 19

Market value, 62-63

McAllen, Texas, 192-193

Media, coverage of slowdown by,
26-27

Median home pricing, 37, 38

Metro areas:

average mean price appreciation for

top 50 (1995-2005), 6-7

impact of national trends on, 17

top, for appreciation, 187-195
Metro forecasts, 41-42, 183

alphabetical list of, 211-227

Bellingham, Washington, 188-189

Bend, Oregon, 189

Boulder, Colorado, 190

El Centro, California, 190-191

15-year history by state, 197-209

Lakeland, Florida, 191-192

looking up, 41-42

McAllen, Texas, 192-193

Santa Fe, New Mexico, 194

use of, 44

Vero Beach, Florida, 194

Yuma, Arizona, 194-195

Metropolitan Statistical Areas (MSAs),
36, 37

Migration paths, 111-112

Millionaires, from real estate investing,
4,5, 33
Million-dollar returns, 3
Minimum bid contracts, 79
Mortgages:
blanket, 98-99
discounting, 103
as leverage, 22-23
moving, 103
Motivated sellers, finding, 29
Motivation, 130

N

National forecasts, 39

National trends, impact of, 17

Negative cash flow, 11-12, 119-120

Negative forecasts. See also
Deceleration seasons

buying during, 20-21

Negotiation envelope, 93

Net operating income (NOI), 160

Net worth statement, 168-169

New construction, 114

New York City, historical pricing
trends in, 18-19

No-money-down methods, 91

“Not sold” property, 8

o

Occupancy rates, 111-112
Older buildings, 60-61, 114
Operating expenses, 160
Operating income, 160
Opportunity costs, 22

Options, 103-104, 137, 142-144
Other income, 160
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Outsourcing, of property management,
108-110
Owner carryback, 96

P

Parking accommodations, 59-60
Partners, 104, 152
Passive cash flow, long-term, 20-21, 28,
138, 141
Passive income, 4. See also
Appreciation
Passive investing, 141-142
Passive-rental-cash flow strategy, 13
Peak of market, selling at, 23, 26-28
Personal liability protection, 151-156
Personal obstacles, to success, 130-131
Personal property assets, 170
Planning, 133
Planning horizon, 118-119, 162-165,
176-179
Plumbing, 61
Porches, 62
Positive cash flow, 3, 106-107, 132
Preapproval process, 87-89, 170-174
Preforeclosure properties, 63, 106, 138
Prequalification, 50, 87-89, 170-174
Price decreases, 74
Price negotiations, 7, 50, 94, 99
Price per square foot, 64
Pride of ownership, 33
Primary forecast variables, 3640
Principal payments, 48
Principal residence:
leveraging equity in, 138-139
wealth accumulators for, 48
Probate courts, 153
Profits:
liquidation, 25
from real estate investing, xii

Proformas, 162-165, 180-182
Properties. See Investment properties;
Rental properties
Property acquisition, timing of, 22-26,
29-31
Property appreciation. See
Appreciation
Property crime rate, 38
Property exchanges, 13, 24, 82-84,
97
Property management, partial
outsourcing of, 108-110
Property management firms, 107-108
Property sales, timeline for, 4-5
Property types, 55-56
Property values:
declining, xi—xii
investigating, 179
understanding remote, 114-115
Purchase agreements, 48
Purchase negotiation, 62-63, 93-94
Purchase price:
compared with local median home
price, 38
negotiating, 7, 50, 94, 99

Q

Qualification process, with traditional
lenders, 86-91, 170-174
Quitclaim deeds, 81, 96

R

Rate of return, 34, 117-121
Ratios:
debt coverage, 162
debt-to-income, 87-89, 171-172
Real estate, business of, 129
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Real estate agents:

agent farming, 74
as scapegoats, 8

Real estate cycles, xii. See also
Acceleration seasons; Deceleration

seasons

demand and, 65-66

forecasting, 15-16

influence of, on individual
properties, 63-66

patterns of, 16-20

preparing for and capitalizing on,
9

slowdowns, 5

timeline for, 4-5

Real estate exchanges. See 1031

exchanges

Real estate forecasts. See Forecasts
Real estate investing. See also

Investment strategies

in acceleration markets, 135-139

active versus passive, 141-144

conservative approach to, 18

falsehoods, 133

income sources in, 4

integrating forecasting into strategy
for, 10-14, 127-128, 132

long-term, 20-24, 29, 65

over five-year period, 15-31

personal obstacles to success in,
130-131

rewards from, 3

short-term, 5, 21-22, 25-26, 29,
136-138

during slowdowns, 5-8, 14, 15,
30-31

Spill Zone System for, 167-184

strategies for, 28-29, 127-133

things to know about, 129-131

timing, 29-31

as wealth builder, 5

Index
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Real estate prices:

average mean historical, 18-19

average mean price appreciation for
top 50 metro areas (1995-2005),
6-7

demand and, 64

media home prices, 37

negotiating, 7, 50, 94, 99

trends, 4-5

Real estate programs, 128
Real estate returns, estimating, 4
Real estate seasons, 17-20, 39. See also

Acceleration seasons; Deceleration
seasons

Real estate slowdowns. See also

Deceleration seasons
during 1990s, 9-10
in 2006, xi-xii
buying during, 30-31
capitalizing on, 34-35
challenges of, 5
consequences of not anticipating,
9-10
current, 17-18, 26-27
declining values during, 3
duration of, 11-12
investing during, 5-8, 14, 15, 30-31
leveraged appreciation from, 85-86
making money from, 5-8
preparing for and capitalizing on, 9
selling during, 71-84
using forecasts during, 8-9

Real estate statistics, 8

Real estate trends, 38

Realtor financing, 100

Recent home appreciation, 38
Recent job growth, 38

Refinancing, 103

Regional demographics, 55

Regional forecasts, tracking, 19
Remote property valuations, 114-115



JWBK177/Ross

April 25, 2008 22:24 Char Count=

240 INDEX

Renovate-flip strategy, 12, 13, 118, 137
Rentability, 54
Rental income, adding to qualification,
173
Rental migrations, 111-112
Rental properties:
acquiring, 28
age of, 60-61
amenities in, 61-62
cash flow from, 12, 13
creative financing and, 100
income from, 4
laundry facilities, 58-59
liability issues, 60-61, 114
old versus new construction, 114
parking accommodations, 59-60
positive cash flow from, 106-107
property management for, 107-110
qualification ratios for, 89
selecting best area for, 111-114
selling, during acceleration cycle, 27
types of, 55-57, 113-114
types of tenants for, 112-113
utilities for, 57-58
Rental vacancies, 111-112
Rent collection, 109-110
Renting, versus buying, 48-52
Residential income property, 28, 48
Residential purchases, number of, xii
Retirement plans, 101
Returns:
calculating true rate of, 117-121
cash-on-cash, 121-122, 161
Risk. See Financial risk
Rolling option, 104

S

Salability, 54
Sales, timing of, 22-26, 29-31, 136-137

Sale with option to buy back, 104
San Francisco, historical pricing trends
in, 18-19
Santa Fe, New Mexico, 193-194
S corporations (S-corps), 152
Seasonal forecasting strategy, 20-26
Second trust deeds, 95-96
Secured personal asset loans, 102
Secured real estate loans, 102
Secured trust deeds, 80-81
Security systems, 61
Self-made millionaires, 4, 5, 33
Self-management, 107
Seller concessions, 7, 50
Seller financing, 80-82, 93-100
all inclusive trust deeds, 95-96
investor tools for, 98-100
trades and exchanges, 97
Seller incentives, 29
Sellers:
approaching, for lease options,
146-147
motivated, 29
Selling difficulties, 71-73
Selling methods:
1031 exchanges, 82-84
auctions, 79
during deceleration season,
71-84
increased buyer showings, 74
pricing strategies, 74-75
seller financing, 80-82
staging, 75-79
Short-list properties, 179, 182
Short-term appreciation, 3
Short-term debt, 170
Short-term flips, 142-144
Short-term investing:
challenges of, 5
real estate cycles and, 21-22
strategies for, 29
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timing buys and sells, 25-26, 136-137
using, during acceleration, 137-138
Single-family residences, 55-56
Socioeconomic factors, 112-113
Speculative buying, impact of, 19
Spill Zone Forecast score, 167-168
Spill Zone System, 39, 167-184
buying area analysis, 179-182
choose buying strategies, 175-176
create plan, 176-179
define acquisition guidelines, 175
determine financial position,
168-174
Staging, 75-79
Starter homes, 65-66
State forecasts, 40
Statistics, 8
Stock investments, 4, 5
“Subject-to” active investing, 145-146

T

1031 exchanges, 24, 82-84, 97
Taxable gains, deferment of, 24
Tax incentives, 48
Tax issues, 162
Tax savings, from 1031 exchanges, 82
Teacher/pupil ratio, 38
Tenant leases, 100
Tenants:
demographics of, 113-114
finding new, 110
types of, 112-113
Tenant turnover, 112-113
Three-year goals, 176-177
Time Lines and Objectives Strategy,
177-179
Timing:
importance of, 29
long-term investing and, 22-24

for real estate investing, 29-31
short-term investing and, 25-26,
136-137
traditional financing and, 91
Town homes, 55-56
Traditional lenders, 86-91
Transactions:
1031 exchanges, 24, 82-84, 97
lease option, 142-144, 145-146
timing for optimal results, 10, 22-26
Trends, measurement of real estate, xi
Trendy areas, 112
Trusts, 152
Turnover:
tenant, 112-113
unit, 110

U

Unemployment, 37

Unit turnover, 110

Urban revitalization, 112

U.S. population, growth in, 18

V

Vacancy rates, 159
commercial property, 112
rental, 112
Vero Beach, Florida, 193-194
Veterans Administration (VA) loans,
87,102
Views, 62
Violent crime rate, 38

W

Washer-dryer hookups, 59
Water meters, 57-58
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Wealth accumulation strategies,
105-116. See also Investment
strategies

expensive versus affordable areas,
105

local versus cross-country buying,
106-107

selecting best investment area,
111-114

understanding remote property
valuations, 114-115

Wealth accumulators, 47-48, 118, 119

Wealth creation:
through real estate investing, 3,
5
time needed for, 129
Weather forecasting, 16
Word-of-mouth marketing, 84
Wraparound trust deeds, 82, 95-96

Y

Yuma, Arizona, 194-195
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