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Buying Beat-Up Foreclosures in Today’s Market
By Octavio Nuiry, Managing Editor

Reggie Brooks loves ransacked foreclosures.
Brooks buys wrecked foreclosures for a liv-

ing. The dumpier, the better, he says. Kitchen

ripped out, no problem. Bathrooms pillaged,
bring it on. Boarded-up windows, been there,
done that, Brooks claims. Abandoned, vacant

junkers; those are his favorite.
He's made a fortune buying beat-up, aban-

doned distressed properties. Brooks hunts for

derelict distressed properties full-time. And

he's been teaching others how to do it too.
For 18 years, Brooks toiled in the corpo-

rate world, working for a Los Angeles tele-
phone company. A high school dropout,
Brooks felt lucky to have a corporate job. But

Brooks was feeling restless. 
When he started working real estate part-

time in 1986, the most optimistic economists

told him he would be lucky to hold a steady job
and retire at 65 on a small pension.
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Instead, in just 15 years, working on his new real estate proj-
ects in his spare time, he pyramided his modest savings into

more than $1 million. Then, in his 40s, he left the telephone
company and devoted all his time to supervising the real estate
activity he had started in his spare time. Along the way, he dis-

covered there was gold to be found in derelict, abandoned prop-
erties. In a few years, Brooks, went from earning $36,000 a year
to $40,000 a month. 

How did he do it?
“Regardless of the real estate market cycle or economic climate

you might find yourself in, anyone can consistently find opportuni-

ties in foreclosures and abandoned properties,” said Brooks, author
of The Abandoned Property Investor's Kit (Wiley, 2008). “Anyone,
regardless of their educational background — or financial situation

— can succeed in foreclosure investing. What matters is that you
have the desire to learn and the heart to succeed.”

After taking several real estate investment courses and lis-

tening to tapes, he began investing in rental properties in Los
Angeles. One of the first things Brooks did when he started
investing in foreclosures and abandoned properties was to follow

the advice of a multimillionaire who told him to let everyone
know that he was a real estate investor.

“At first, my wife and I were doing some foreclosures and dis-

tressed properties,” recalled Brooks. “It was a struggle to make
money. One day my cousin called me up about an abandoned
property that I might want to take a look at. It looked terrible. The

windows were boarded-up. The door was off the hinges. The grass
was waist high. But I offered the owner $10,000.”

Here's how the deal went down: He bought the abandoned
house for $10,000. The property had a first mortgage of $19,000
and a second mortgage of $5,000. That's $34,000 so far. He

spent another $7,000 to repair it, which brought his investment 
to $41,000. He sold it two months later for $84,000, making a
profit of around $43,000.

“We could have sold it for $125,000, but we were so new at
this that we didn't know what we were doing, and offered the seller
too much” he said. “We could have doubled our profit to $84,000.

We left $41,000 on the table because of a lack of knowledge.”
Brooks recommends flipping a few distressed properties to

build up cash reserves. Then after a few successful flips investors

should buy one to hold.
“What I teach my students is that the first couple of deals

you should flip,” said Brooks, who owns a handful of Los Angeles

rentals free and clear. “The third one, you should buy and keep
as a rental. As you continue to do that, you can build up your
c a s h - f l o w . ”

What Brooks likes most about buying distressed properties
is dealing with a motivated seller.

“What I love about the distressed properties is that these

deals are wide open to all types of creative thinking,” said Brooks, who
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has purchased more than 100 properties in two decades.
“Astute investors need to look for properties that are 

distressed and an owner who is highly motivated to sell,” he con-
tinued. “When you work with abandons, you have an excellent
opportunity to use the best financing in the world — s e l l e r

financing. There are several reasons why we prefer seller financ-
ing over conventional financing. Rarely will a seller ask to see
your credit report. If you have credit problems, it usually will not

become an issue. Many times the seller is completely open to
many creative strategies that will help to eliminate their aban-
doned property problem. After all, what does the seller have to

lose? He has abandoned the property and it is just sitting there
not making any money.”

Frequently, Brooks takes title to a property without paying

the owner until after the property is rehabbed and sold to an
e n d - u s e r .

“Part of the fun of investing in distressed properties is figuring

out what the owners really want and finding creative solutions to
their problems,” said Brooks. “Most investors overlook creative
investing strategies and no money down real estate investing.”

With rents rising and home prices starting to increase,
demand for low-priced distressed property is growing.
Nationwide, investors are flocking to these trashed-out, bank-

owned properties like never before. The number of homes pur-
chased for investment purposes dipped slightly in 2012, down 2.1
percent from 1.23 million investment homes purchased in 2011 to

1.21 million in 2012, according to the National Association of

Realtors (NAR).
“Investors have been very active in the market over the past

two years, attracted mostly by discounted foreclosures that could

be quickly turned into profitable rentals,” said Lawrence Yun,
NAR's chief economist. “With rising prices and limited invento-
ry, notably in the low price ranges, investors are likely to step

back in coming years.”
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“Regardless of the real estate
market cycle or economic climate

you might find yourself in,
anyone can consistently find
opportunties in foreclosures
and abandoned properties.”

Reggie Brooks
Author and real
estate investor based
in Los Angeles, Calif.

Source: RealtyTrac



Nationally, the U.S. government holds the largest invento-
ry of foreclosed homes, with properties from Fannie Mae,

Freddie Mac and the Department of Housing and Urban
Development. Bank of America and Wells Fargo also dominat-
ed the nation's pool of foreclosures. Lenders and mortgage ser-

vicers experiencing the biggest increases in foreclosures from a
year earlier included Nationstar Mortgage, Green Tree
Servicing LLC and Onewest Bank, according to RealtyTrac.

Florida by far leads all other U.S. states in the number of
vacant foreclosures, with some 55,503 foreclosed homes that
were empty during the first quarter. Illinois is next with 17,672

followed by California with 9,802 and Ohio with 9,723.
In real estate circles, Brooks is known as a retailer, an

investor who buys a distressed property below market, fixes it

up, and re-sells it to the highest price to a retail buyer.
“Over the years, I've developed strategies to reduce the

cost of repairs and rehab,” he said. “I believe in streamlining

my business and running a very lean business. Instead of buy-
ing tiles for $7 a square foot, for example, I'll look for close-out
sales and buy tile for 69 cents a square foot. Once I had a roof-

ing job where the estimates came in at around $8,200. I went
to the roof supply company and bought the materials myself
and hired roofers who were out of work, and hanging around

the roof supply company looking for jobs. I paid them $100 a
day. I got the roof done for only $1,100.”

Brooks said there's an enormous supply of foreclosures to

choose from.
Banks have repossessed more than 5 million homes nation-

wide since 2006, and more than half a million are still sitting

unsold, according to RealtyTrac.
“Distressed properties have always been part of the real

estate landscape,” said Brooks. “Now with the foreclosure crisis

the numbers have gone through the roof.”
Brooks suggests that investors should hire a professional

management company to oversee the rentals.

“One mistake I made was becoming a manager of proper-
ties,” he said. “That was a mistake. Dealing with everyday chal-
lenges of rental keeps you away from making new deals.”

Now days Brooks spends a lot of time teaching other
investors how to locate, rehab and structure foreclosure deals.
Still, he thinks investors play a vital role in the housing market.

“I think it's important for investors to get involved with
government programs,” said Brooks, referring to the FHA's
203(k) rehab loans and HUD's single room occupancy pro-

gram. Investors can help by keeping America strong and our
government rewards us with these neat programs. I'd like to
see more people get involved with investing in abandoned

properties and marrying them with government programs. We
can help the government get homeless people off the streets
and investors can make money at the same time.

“Good deals never chase money; money always chases
good deals. You want distressed properties chasing you.” 4

“The FHA’s 203(k) renovation
loan is a fantastic program.

It’s one of the best kept
secrets in mortgage lending.”

Dennis Walsh

CEO of REbuild USA
based in Newport
Beach, Calif.
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Eminent Domain Debate
Re v i ved By NY Fe d
The Federal Reserve Bank of New York has pub-
lished a paper by one of its former visiting schol-

ars proposing to revive the debate over using
government powers of eminent domain to seize
mortgages of underwater homeowners to ease

their debt.
Eminent domain, which historically has

been used by local and state governments to seize blighted property

for public good, may reduce foreclosures by helping underwater
borrowers who owe more than their homes are worth, argues
Robert Hockett, professor of financial and monetary law at Cornell

Law School, in a paper published June 9.
In “Paying Paul and Robbing No One: An Eminent Domain

Solution for Underwater Mortgage Debt,” Hockett advocates a pro-

gram of loan restructuring by state and local government which has
been specifically denounced by the Federal Housing Finance
Agency and drawn substantial fire from the private sector. The

study may spur cash-strapped municipalities to reconsider the pro-
posal after it was dropped last year when several California cities
rejected the idea.

Using eminent domain to confiscate and write down mort-
gages was first proposed last year in California's San Bernardino
County and has been explored in Chicago and New York's Suffolk

C o u n t y .
In an editorial, The Wall Street Journal blasted the idea,

claiming: “The real problem is that the Fed would lend its credibili-

ty to a scheme for governments to seize private mortgages for
someone else's private gain. The central bank used to be known for
sensible regulators, not as the venue for every crackpot notion to

favor some investors over others.”
About 11.3 million homeowners are underwater, according to

RealtyTrac. That number is expected to fall next year as home

prices rise at their fastest pace since 2006.

Sources: Federal Reserve Bank of New York; 

The Wall Street Journal

Florida Bill Speeds Up Fo re c l o s u res 
Florida Gov. Rick Scott has signed a bill into law this month would

speed up the foreclosure process in Florida on some homes while

reducing the time banks could pursue a homeowner for loan debt.
House Bill 87 offers a slew of changes to the civil proceedings

governing foreclosures in Florida, where home repossessions are on

the rise again. Sponsored by Rep. Kathleen Passidomo, R-Naples,
the bill imposes strict paperwork requirements for lenders and fast-
tracks Florida’s foreclosure procedures on vacant properties. The

foreclosure process takes 893 days on average in Florida, according
to RealtyTrac.

Passidomo's bill requires lenders to certify that they have the

correct paperwork, proving they have the right to foreclose.
The measure also gives condominium associations the ability to

speed up the foreclosure process when a bank is moving too slowly.

Condo associations have been forced to shoulder significant mainte-
nance costs while banks carry out foreclosures. Consumer advocates
have accused banks of deliberately slowing down the foreclosure

process to limit their costs.
Among its more contentious provisions, HB 87 shortens the

time period that banks can collect losses from five years to one in a

foreclosure action, which is known as a deficiency judgment.
Not everyone agrees the bill is in the best interest of homeowners. 
“HB 87 has the real potential to do more harm than good,”

claims foreclosure defense attorney Johnny J. Bardine. “More
importantly the bill fails to address the real problem — r a m p a n t
fraud in foreclosure documents.”

Florida posted the nation's highest state foreclosure rate in
2012, according to RealtyTrac. Florida is a judicial foreclosure state,
where foreclosures are handled by judges in court. Non-judicial fore-

closure states are working through their foreclosure backlogs at a
quicker pace.

S o u r c e :Miami Herald

News Briefs
May 2013 Apr 2013 May 2012

Annual Existing Home Sales1 5.18 million units 4.97 million units 4.59 million units

Median Existing Home Price1 $208,000 $191,800 $180,300

Existing Home Inventory1 5.1 month supply 5.2 month supply 6.5 month supply

Annual New Home Sales 2 476,000 466,000 (r) 369,000

Median New Home Price 2 $263,900 $272,600 $ 2 3 9 , 2 0 0

New Home Inventory 2 4.1 month supply             4.0 month supply 4.7 month supply:

1 Source: National Association of Realtors     2 Source: U.S. Department of Commerce

Housing Data Ove rv i e w
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New York AG Sues HS BC 
O ver Fo re c l o s u re s
New York's attorney general is suing HSBC Mortgage Corp.,
claiming they failed to set timely foreclosure settlement confer-
ences required by state law.

Attorney general Eric Schneiderman said about 25,000 fore-
closure cases statewide have languished for months because
lenders have delayed filing the papers to trigger a conference

while continuing to access fees, interest and penalties.
“Companies like HSBC are brazenly ignoring state law, leav-

ing homeowners across New York stuck in legal limbo where they

can't even get the legally required settlement conference that
could help them keep their homes,” said Schneiderman said in a
statement. “I am committed to doing everything I can to stand up

for New Yorkers who are trapped in the 'shadow docket' and
denied their right to fight for their homes."

The lawsuit was filed June 4, 2013, in New York Supreme

Court in Buffalo. The lawsuit is being filed against HSBC Bank
USA and HSBC Mortgage Corp.

Source: New York Attorney General’s office

IL High Court Approves New Ru l e s
The Illinois Supreme Court has adopted new rules that will
change the way the mortgage foreclosure process is handled by
lenders. The new rules took effect June 1.

The rules require lenders to file an affidavit with the court
showing they have exhausted all efforts to work out a loan modi-
fication with the homeowner before being allowed to proceed

with the foreclosure. 
The rules are aimed at helping out borrowers who are either

already in foreclosure or well on their way towards being fore-

closed on.
With almost two years going into their drafting, the rules

have some overlap with the new mortgage servicing rules recent-

ly released by the Consumer Financial Protection Bureau, which
are due to go into effect January 2014.

Source: Chicago Tribune

Lawmakers Propose Bill to Re f o r m
Fannie Mae and Freddie Mac
Senators from both sides of the political aisle got together to agree

on a bill that would restrict how monies generated by fee increases
from Fannie Mae and Freddie Mac are spent. 

In particular, the bill, titled the “Jumpstart GSE Reform Act” is

intended to keep lawmakers from using those increased fees to pay
for spending increases and tax cuts.

Sponsored by Sen. Bob Corker, R-Tenn., Sen. Mark Warner, D-

Va., Sen. David Vitter, R-La. and Sen. Elizabeth Warren, D-Mass.,
the bill shows that “Republicans and Democrats do agree on the
urgency required to reform the mortgage finance system,” Vitter

said in a statement, according to a report in the Wall Street Journal.
The bill would also keep the Obama Administration from sell-

ing off preferred shares in the GSEs without the approval of

C o n g r e s s .

Source: The Wall Street Journal

Coakley Launches $1M Grant Pro g ra m
for Bank-Owned Pro p e rties 
Massachusetts Attorney  General Martha Coakley announced in May
a $1 million grant program specifically targeting the rehabilitation of

bank-owned properties. The move is an attempt to get the properties
back in the marketplace as soon as possible.

“Communities with high rates of distressed properties are

encouraged to utilize this grant to help return homes to acceptable
standards and encourage owners to place them back on the market,”
Coakley said in a report by HousingWire.

Funded by the state’s appropriation from the national foreclo-
sure settlement, the program is a joint effort of the state Registry of
Deeds and Coakley’s office.

Source: H o u s i n g W i r e

Florida High Court Signs Off on Use of
Non-Judges in Fo re c l o s u re Cases  
With a tremendous backlog of foreclosure cases statewide, the
Florida Supreme Court decided in May to allow lawyers to sit on fore-

closure cases instead of judges.
Approved by all seven justices, the decision was criticized by law-

ers who represent homeowners, according to Yahoo! News.

“Florida consumers need more judges and a properly funded
court system, not band aids, stop gap measures and magistrates,”
said Matt Weidner, a St. Petersburg attorney.

Source: Yahoo! News

Legal Updates
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Through most of the housing boom and bust and financial crisis
the idea that the housing bubble was a one-time rare event

spread among commentators, pundits and investors. Everyone
marveled as prices soared across the Sunbelt, and later expressed
shock when housing collapsed.  The explanation for why every-

one believed that prices would never fall was that nothing like
this had ever happened before, anywhere. 

Not so, the numbers don't agree. Housing bubbles aren't that

rare. For starters, it was not a uniquely American event — o t h e r
countries suffered similar housing bubbles during the last 10 to
12 years, often with similar time patterns. Setting the index base

level at 100 for the first quarter of 2000, home prices in England
peaked at 239 in the third quarter of 2007, dropped to 194 at the
start of 2009 and then rebounded part way to 213 by last year's

third quarter. These moves are larger than in U.S. home prices
while the timing is similar. Ireland and Spain had similar peaks
to England at 224, but fell further. As of this writing, Spain was at

168 and Ireland at 112, up less than 1 percent per year in the last
12 years. Volatile housing prices weren't limited to Europe and

America either, Hong Kong saw prices slide from 2000 to the
second quarter of 2003 , losing about 40 percent before rebound-

ing to a high in 2012's third quarter more than three times the
2003 bottom. Canada, which sailed through the financial crisis
with far less damage than other major markets and which saw a

slight dip in home prices in 2008 to 2009, have recently seen
prices climbing steadily and reaching new highs more than dou-
ble the level of 12 years ago.  

Housing booms and busts go back as far, or farther, than the
United States, so the bubble shouldn't have been much of a sur-
prise. As the nation spread westward from its colonial beginnings

up and down the eastern seaboard, land speculation and financial
crises were all-too common events. Robert Morris, a signer of the
Declaration of Independence, was only one of many speculators

who made, lost and sometime re-made fortunes buying and selling
property.   The boom and bust that Robert Morris rode in 1797 to
1798 focused on land in a largely undeveloped continent 

Continued next page >
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The Housing Bubble: 
Black Swan or Ugly Duckling

David M. Blitzer
Managing Director & Chairman of the Index Commitee, S&P D ow Jones Indices
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where simply dividing land in parcels and lots was enough to
encourage speculation. It set in place a pattern of repeated land

speculation that was often followed by local or regional financial
crises and panics, which brought down banks as well as specula-
tors. During the 19th century the U.S. was predominately agricul-

tural, and farm land speculation, not housing bubbles, were the
key events. With the Florida land boom in the 1920s, the attention
shifted from farm land to land for houses and eventually to homes.

In all these events some patterns were similar: prices were
bid up as people believed that prices would continue rising until
something triggered a pause and a collapse. The puzzle about

housing bubbles is why did so many people really expect that
prices would keep rising? Since most people do not recognize
inflation or adjust prices for inflation, small price increases of 5

percent or less seem normal with “normal” meaning that a house
could be worth 30 percent to 60
percent more in 10 years than it

is today. One easy way to judge
home prices is to look to similar
homes in other neighborhoods

or cities: e.g. if this house were
in New York City instead of
Omaha, Neb., it would be worth

five times as much. Or, more
locally, once one neighborhood
gentrifies prices will surge as

they did in all the others. One
example of this kind of analysis
was seen in the 1970s and

1980s when Japanese investors
bought up New York office
buildings, reasoning that properties in New York would appreci-

ate to the boom-levels of office space in Tokyo. Instead of New
York property surging to Tokyo levels, Tokyo properties closed
most of the gap by falling in the 1990s. Nevertheless, such com-

parisons encourage the idea that local properties are cheap. 
Housing bubbles usually don't start in recessions. As a result,

analyses that look at the ratio of home prices to rents or to dis-

posable income support arguments that homes are reasonably
valued since both rents and incomes are also rising at the same
time. These comparisons are seen as evidence that home prices

are based on sound fundamentals rather than warnings that
prices are rising too far too fast.  

Cheap money and low interest rates are often blamed for the

recent bubble. However, high interest rates co-existed with hous-
ing booms in the past. The financial factors that mattered in the
recent bubble were availability of credit, not its cost. The combi-

nation of a demand for high rated bonds that could be met with
mortgage backed securities and the development of a pipeline to
deliver those securities created a supply of mortgage credit.  The

supply was filled by lowering the requirements to qualify for a

mortgage: lower down payments and less documentation
demanded of borrowers. This increased the number of people

who could, apparently, afford to buy a home and helped drive the
boom. Once mortgage defaults and foreclosures began to
advance, it became clear that the supply of people who could

finance and buy houses was not unlimited.
Then there is that comment that seems to be associated with

every land speculation: “Buy land, they're not making any more of

it.” Leaving geology and geography aside, this hints at what every-
one misses. In the land booms of the 19th century it is true no one
was making more land; but, it didn't matter since the supply of

land in the 19th century America was virtually unlimited.  With no
real shortage, prices were doomed to revert to their previous mod-
erate levels. The same thing happened in the housing boom of the

21st century. Land to build houses in America's southwestern
desert is virtually unlimited as
well: as home prices surged in

Phoenix and Las Vegas, devel-
opers laid out lots and poured
foundations, many of which

remain unbuilt today. Prices of
houses, like prices for many
things, gradually return to the

costs of production.  With large
amounts of available land, it
seems likely that prices will con-

tinue to be driven by construc-
tion costs. Where the supply of
land is truly limited, such as

dense cities which cannot
expand because they are on a

small island, land prices may matter somewhat more.  

David  M. Blitzer is Managing Director & Chairman of the
Index Committee for S&P Dow Jones, Indices, LLC (S&PDJI), a

part of McGraw Hill Financial. The opinions and analysis dis -
cussed within are those of David M. Blitzer, are impersonal and
are not tailored to the needs of any person, entity or group of

persons and may not necessarily reflect the opinion of S&PDJI
or any of its affiliates. This report is being provided for informa -
tional purposes only and should not be considered as a solicita -

tion to buy, sell or hold any security.  Neither SPDJI, any of its
affiliates or David Blitzer guarantee the accuracy, completeness,
timeliness or availability of any of the content provided herein,

and none of these parties are responsible for any errors or omis -
sions, regardless of the cause, for the results obtained from the
use of the content. All content is provided on an “as is” basis, and

all parties disclaim any express or implied warranties associat -
ed with this information. Past performance is not a guarantee of
future investment results.

“Housing booms and busts go back
as far, or farther than the United

States so the bubble shouldn’t have
been much of a surprise. As the
nation spread westward from its
colonial beginnings up and down

the eastern seaboard, land
speculation and financial crises
were all-too common  events.”
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S p o t l i g h t

Oklahoma Housing OK Despite
Recent Uptick in Foreclosure Activity
By Daren Blomquist , Executive Editor

Bank repossessions in Oklahoma increased 36 percent in the last

three months compared to the same time period a year ago, cor-
responding to a 29 percent annual increase in scheduled foreclo-
sure auctions in the three months ending in April.

Despite this uptick, the state's foreclosure rate has consistent-
ly ranked in the bottom half of the states during the year, mean-
ing most casual observers may not notice the relatively subtle

increase in foreclosure activity. 
But Tulsa real estate agent and fix-and-flip investor Maureen

Kile, who said she purchases three to five homes a year at foreclo-

sure auction, has noticed the uptick. She chalks it up to delayed
foreclosures finally working their way through the system - rather
than a sign of brand-new distress in the local housing market.

“Any given Tuesday you're going to see 40 to 50 properties
for sale. … In the last few months it's gone up, usually about 60 to
75,” she said, explaining that in Oklahoma the foreclosure auc-

tions occur each Tuesday. “I don't think there's an upswing in the

number of new foreclosures, it's an upswing in the number of
foreclosures that the banks are dealing with.”

Kile said she's seen examples of homeowners not making

payments for a year or more before the foreclosure sale occurs,
particularly on Bank of America loans.

“You could just make a living renting those properties for

several years before Bank of America figures out what is going
on,” she theorized.

Kile picked up the real estate bug in 2004 after 20 years in

the Marine Corps, most of that as a recruiter. Now she trains real
estate agents and novice investors on how to purchase homes at
the foreclosure sale.

Continued next page >

Source: RealtyTrac
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Tips for Buying at Oklahoma Foreclosure Sales

Foreclosure sales in Oklahoma work differently than in many
other states, where the full amount of the winning bid is due on
the spot at the auction. In Oklahoma, 10 percent of the winning

bid is due by 1 p.m. the day after the sale — but even that is
refundable if the buyer discovers title problems that the “bank
won't fix,” according to Kile.

“The vast majority of foreclosures are done properly here,”
she said, noting that she has only withdrawn a bid once because
she does careful research before attending the auction.  

“The number one thing at the sheriff's sale is you have to
know how much that property is really worth in good condition,”
Kile said, cautioning that true market value may be completely

divorced from the appraised value provided on the auction list.
Bidding begins as low as 66 percent of that appraised value.

Although a thorough inspection a property is typically not
possible prior to the bidding, Kile researches the property by
combing through the local Multiple Listing Service (MLS), which

she has access to as a Realtor, and looking for comments on pre-
vious listings of the property. Often those comments contain
important clues about the condition of the property, such as when

a new roof or air conditioner was installed.
“The majority of the houses have a past history on the MLS.

… you can get a trusted Realtor to pull those,” she said, adding

that she can also tell much of what she needs to know in terms of
big-ticket improvements by just looking at the exterior of the
home. “The vast majority of what I need to know about the house

I can see from the outside.”
While she's seen properties sold at the foreclosure auction for

anywhere from around $10,000 to in the millions of dollars, Kile

said most investors in the Tulsa market are targeting homes
worth $200,000 or less.

Kile advises against high-end flips in her market because of

the shallow pool of buyers for the luxury market. She also advises
against bidding on properties with a government-backed loan
owned by Fannie Mae or Freddie Mac or insured by the Federal

Continued next page >

Source: RealtyTrac

“The number one thing at the
sheriff’s sale is you have to know
how much the property is really

worth in good condition.”
Maureen Kile
Real estate agent with Coldwell Banker Select;
fix-and-flip investor in Tulsa, Okla.



11

Housing Administration (FHA).

“If it's a government-backed loan you're probably not going to
get it because they will just keep on bidding it up,” she said. “The
bank will just keep outbidding you until it goes too high for you. 

“They're going to take it back and they're going to put it up as
a HUD house and they are going to give preference to the owner-
occupants,” she continued, explaining that bank-owned homes

(REOs) owned by Fannie, Freddie and HUD are listed under a
first-look program where only owner-occupants can submit bids
for the first 15 to 30 days.

Short on Inventory
The banks may be willing to bid up the price of homes secured by

government-backed loans at the foreclosure auction because
they're confident these homes will sell quickly and for a good
price when listed in a market where there is dwindling competi-

tion from other for-sale inventory.
“Listing inventory is down 20 percent year-to-date from a

year ago,” said Sheldon Detrick, CEO of Prudential Detrick Realty

in Tulsa and Prudential Alliance Realty in Oklahoma City, noting
the trend is consistent in both markets. “If you are interested in
buying an REO you better hurry up.”

Detrick said a combination of factors are contributing to a
low supply of listed inventory, even as demand strengthens with
buyers gaining confidence in an improving housing market.

“I've got pent-up buyer demand, we've got lower interest
rates. We're having a robust spring,” he said.

Some of that pent-up buyer demand is a ripple effect caused

by strong improvement in other housing markets across the
country, according to Rhonda Walters, president of Oklahoma
Property Investors in Oklahoma City.

Walters explained that several clients of hers who moved to
Oklahoma City during the housing downturn did not buy because
they were still saddled with homes in their previous location that

they were unable to sell. Now those clients have been able to sell
those other homes thanks to rising prices and are ready to buy in

Oklahoma City, only to find there's not much in their price range

available for purchase.
“The price range I pretty much deal with is the three to six

hundred thousand dollar range,” said Walters, noting that the

young professionals moving in from out of state can typically
afford a home priced at $250,000 and above. “It's really hard
now in Oklahoma City to find an attractive property for under

$100 to $120 a square foot.”
Detrick also pointed to rising relocations to the booming job

market in the region as another driving force behind the shortage

of for-sale inventory.
“We have had a solid net gain of transfers in and that is due

to oil and natural gas and aviation,” he said, adding that demand

combined with rising consumer confidence is creating an imbal-
ance between supply and demand. “There was a lack of consumer
confidence and anxiety over employment and job security, and

you had the election. … Now consumer confidence in buying is at
six-year high.”

Meanwhile potential move-up buyers are not listing their

homes for two reasons, according to Detrick.
“While prices have escalated, they still haven't escalated

enough. They're still waiting for some more appreciation,” he

said. “Number two, they can't find a place to buy.”

Tornado Tipping Point

Added into the already-imbalanced Oklahoma City market are
the deadly tornadoes that struck the region in late May.

“We have 4,000 homes totally destroyed, and we have

10,000 homes damaged, a large part of which are inhabitable,”
said Detrick, noting that he expects the real estate market to react
to these tornadoes similarly to how it reacted after a tornado hit

the area back in 1999. “We know what that was like. And that of
course was a construction boom. We had construction crews in
here building as fast as they could.”

Detrick predicted that the rebuilding boom would cause the
cost of building materials to “go through the roof,” although he
noted that not everybody who lost a home will choose to rebuild. 

“Some of these people who lost their home will take the
check and not rebuild, and either buy down or up,” he said.

In the short term, however, the primary impact of the torna-

do on the Oklahoma City housing market is a further reduction in
inventory available to purchase and live in — and that is acceler-
ating price gains in the region, according to Detrick.

“(Prices) were on their way up before. Now they are really on
their way up,” he said. “You can't find a place to live, you can't
find a place to rent. Churches are taking in people. People are tak-

ing in people.
“I see probably the most prosperous time and the greatest

Continued next page >

“Listing inventory is
down 20 percent year-

to-date from a year ago.
If you are interested in

buying an REO you
better hurry up.”

Sheldon Detrick
CEO of Prudential
Detrick Realty in
Tulsa and Prudential
Alliance Realty in
Oklahoma City



appreciation in real estate maybe on record over the next 18 
months,” Detrick continued. “Certainly over the next five years,
we're going to have the best appreciation we've ever seen.”

The strong appreciation is prompting Walters to get back
into the fix-and-flip business.

“In the early 80s I purchased homes and renovated and re-

sold them, and I'm starting to get into that again,” she said. “If
you can buy them right and totally re-do them and make them
almost like a brand new house, those are the ones that are really

selling the fastest.”
Walters explained that many new or relocating owner-occu-

pant buyers don't want to deal with the cost and hassle involved

with renovating properties in poor condition, creating a nice
niche for flippers.

“There's more and more people who are doing that,” she said

of flipping.

Flipping in a Flat Market

In Tulsa, veteran real estate investor Jason Windholz prefers flip-
ping to the buy-and-hold strategy, but found himself holding on
to some intended flips as rentals during the housing slump.

“We've got a handful of rental properties now just because
they didn't sell right away and we didn't want them sitting
empty,” said Windholz, noting that a strong rental market is help-

ing to give him a good return on those properties despite his
propensity to avoid rental properties since he became a fulltime

investor in 1996. “The rental market is on fire.”
Windholz said he can buy a three-bedroom home in some

North Tulsa neighborhoods for less than $50,000 and rent it out

for about $600 a month — a cap rate of nearly 9 percent even
assuming that 40 percent of the rent each month goes toward
carrying costs such as maintenance and property taxes.

“I probably wouldn't start on those homes because they're in
the rough part of town,” he advised, noting that starter homes in
other parts of Tulsa that sell in the $80,000 to $130,000 price

range can rent for between $900 and $1100 a month — still a cap
rate ranging from 6 to 8 percent. These are typically brick homes
built in the 1970s and 1980s with 1200 to 1500 square feet.

As a more experienced investor, Windholz is more confident
investing in North Tulsa because he knows the neighborhoods
intimately. 

“Some people think that anything on the North side of Tulsa
is bad, but there are good neighborhoods scattered in there,” he
said, noting that he recently landed a great deal in one of these

good neighborhoods. The home was near a police station and sev-
eral policemen lived in the neighborhood. The seller inherited the
home and was willing to sell it for $13,000 to get rid of it quickly

even though it is worth around $50,000. “This property brings in
$650 a month so I could have bought it for $25,000 or $30,000
and it would still cash flow.”

Continued next page >
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No matter what they buy, investors shouldn't count on price

appreciation in a market like Tulsa, where home prices are at a
glacial pace, according to Windholz.

“If you're going to buy something to re-sell quickly, you can't

count on appreciation so you have to buy it right,” he said, explain-
ing that he looks for situations where he can solve a problem for
the seller. “Eventually the home will sell but if they want to sell

immediately … we can pay cash for them. … There are lots of dif-
ferent situations where people can't wait out the regular market.”

Windholz said he doesn't buy at the foreclosure auction but

looks for other situations where
the homeowner needs to sell
quickly. 

“I bought some before they
were foreclosed, basically buy it
from the seller and that will stop

the foreclosure and they can
move on,” he said.

Tulsa investors Patricia and

Mark Hare stopped buying at the foreclosure auction about a year
ago because of increased competition from the foreclosing banks
t h e m s e l v e s .

“We found that the banks bought nearly all the properties back,
even when other people bid on them,” wrote Patricia in an email,
explaining the couple focuses on buying rentals in the Jenks school

district, a desirable area with houses in all price ranges. “They buy

them back for more than they are worth and thereafter sell them at

a loss.  You would think they would be glad to off-load them at the
sale, and skip all the expense and effort in marketing them. “

Hare said short sales seem to be getting more streamlined,

although they can still be unpredictable.
“We offered on one house and the offer was accepted by the

bank within a couple of weeks.  It should close next month,” she

wrote. “On the other hand my daughter is still waiting after five
months to close a short sale on her personal home, which does hap-
pen to be in the Jenks district.  We think the difference is the bank

holding the mortgage, not the
location.  It is BOA (Bank of
America) for her home.”

Kile, the Tulsa Realtor and
fix-and-flip investor, said she
avoids any short sales involving

Bank of America because of the
length of time it takes.
“You're losing out on several

other houses while you are messing around with that one,” she
s a i d .

Detrick said short sales are quickly becoming a forgotten

phenomenon thanks to rapidly increasing prices.
“I don't know what the word short sale means,” he said. “I've

forgotten what that means. And that's the result of an escalation

of prices.”
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“If you’re going to buy something to re-sell
quickly, you can’t count on appreciation

so you have to buy it right.”

Jason Windholz

President, Tulsa Real Estate Investors Association
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Foreclosure filings — default notices, scheduled auctions and

bank repossessions — were reported on 148,054 U.S. properties
in May, a 2 percent increase from April but still down 28 percent
from May 2012. The report sowed one in every 885 U.S. housing

units with a foreclosure filing during the month.
“Foreclosure activity continued to bounce back in some mar-

kets where it may have appeared the foreclosure problem had

been knocked out by an agressive combination of foreclosure pre-
vention efforts over the past two years,” said Daren Blomquist,
vice president at RealtyTrac. “Places like Nevada, where foreclo-

sure starts increased to a 20-month high, and Maryland, where
overall foreclosure activity increased to a 33-month high. Still, the
emerging housing recovery has strengthened most local markets

enough to quickly shake off a few more blows from these nagging
f o r e c l o s u r e s . ”

High-level findings from the report:

❏ The monthly increase in overall foreclosure activity was

caused largely by an 11 percent month-over-month increase in

bank repossessions (REOs), although REO activity was still down
29 percent from a year ago.

❏ REO activity increased from the previous month in 33 states.

❏ U.S. foreclosure starts increased 4 percent from the previous

month but were still down 33 percent from a year ago.

❏ The foreclosure problem continued to shift away from non-

judicial states and toward judicial states. Judicial states accounted
for five of the top six foreclosure rates nationwide: Florida, Ohio,
Maryland, South Carolina and Illinois.

❏ Among the nation’s 20 largest metros, those with the biggest
increases in median home prices tended to be in states where a

non-judicial foreclosure process has allowed foreclosures to be
absorbed by the market more quickly.
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