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INTRO

There are many questions people have when faced with challenging decisions such as
selling a house. You may have even heard the term, “It’s going to get worse before it
gets better.” As you are facing the challenge of selling your house it doesn’t need to
get worse. If you need to sell your house right away there are options that not
everyone might be aware of. If you are aware of other options, I am sure there have
been many people with very bad stories of their experiences.

Let’s go over the options you have when selling your home. You can sell your house the
traditional way and sell with a realtor, sell it by yourself (FSBO) or to a real estate
investor. Each option has its good and bad things you must deal with.
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A realtor although very knowledgeable and helpful at times can make you sign a
contract, holding you hostage for possibly months, only for them not to be as
motivated to sell your house than you are. If they are not motivated, it leaves you
waiting and hoping they sell your house. If they finally sell it, they still get their
6%. Even if they did a terrible job! And yes, even if you found the buyer
personally, the realtor would still get their requested percentage per the
contract.

Selling your house by yourself may seem like a smart move, but it could cost
you more than you think. Without some assistance with learning the current
market or understanding how to price your home you could be losing out. On top
of that you must learn how to be a great marketer by place ads in the best
places ensuring your putting your house in front of the most potential buyers.

Selling your house to a real estate investor could be your best option. A
typical problem when selling your house to a real estate investor is choosing the
wrong one. If you do not do your own due diligence ensuring the correct fit
between you and the buyer, that is when you create a bad or sometimes horrible
situation. If you choose the correct investor and you know and understand your
expectations, it could turn into a lifelong relationship. We say this because there
are many perks to knowing who the best investor to turn to is.

So what exactly are the advantages of selling your house to a real estate investor?

1

You may be given the first pick of future houses they might have access to (their
own properties or one they know about).

2

You won’t need to stress out the next time you or someone you may personally
know goes through hard times and needs to sell their house fast. You will know a
trusted person to call.

3

If someone you know needs to rent a house or apartment, many investors also
own rental units, or they can point you in the right direction (possibly avoiding a
bad landlord in the process).
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Most of all you know that they are there to help you. Not rip your house from
underneath you. You’ll know that this company is not a scam and they will explain
everything along the way, never making you feel pressured to complete the sale.

Yes, investors typically buy houses at a discounted rate. However, this technique is no
different than if you sell your car to the dealership when purchasing a new car. You
know you could get more if you sell your car online but that takes time and resources
you might not have. So, you opt to sell it to the dealership at a discounted rate
knowing they will fix it up and sell it for market value. We may not like it but when we
understand processes better it makes sense as to why this is popular option.

Now obviously there are good and bad realtors and investors out there. Just like any
service you request. From a mechanic to a hairdresser and everyone in between.
Unfortunately, there are bad apples in every bunch. Therefore, it is important to
understand what your expectations are before reaching out to somebody. Evaluate
your current situation and understand your finances so it will be easier to move forward
with any decisions you make.

When you finally do reach out to an investor it is important to know that a good
investor will be upfront with you about your options and what they feel you should do
depending on your expectations. If you need to get market value of your home and you
have the time to sell it, then we suggest you sell it with a realtor. Only a bad investor
will try to bully you into selling your house to them. This is where your due diligence
comes in and you will know when to walk away.
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This guide is meant to help you make the right choice when deciding on selling your
house to a real estate investor. It covers the important aspects of real estate investing,
which also makes it informative if you are considering getting into this business. You
will learn how to differentiate a good from a bad investor, and the details of making a
sale with them instead of choosing other available options. You will also learn about
foreclosure, the most dreadful process that a homeowner can face, and how real
estate investors can help you even in those dark and financially demanding times.
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In latest years, selling your house to a real
estate investor is becoming a more and more
popular option for making a sale of your
property. However, most people are still having
trouble making a definition of a real estate
investor. This is why we first have to determine
who we can call an investor.

A real estate investor is someone who makes
an evaluation of the real estate market and
purchases property with the intent of building
profit. They can purchase either residential or
commercial property – or combination of both –
depending on their specific objectives. Further
on, they can use that property to sell it, to rent
it, or even to use it themselves. This is the case
of many real estate investors – Sparks Property
Investors from Milwaukee, Wisconsin, being one
of them.

In other words, real estate investing includes
the purchase, ownership, management and, in
the end, rental or sale of real estate for profit.
An investor will usually make improvements on
the property he or she bought, so they can sell it
for a bigger price than they’ve got it for, making
money in return. This process is called

real

estate development.
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Another thing that is important for any real estate investor is that real estate has
limited liquidity compared to other investments. At the same time, it is capital intensive
and is also highly dependent on the cash flow. If these factors aren’t well understood
and managed, then real estate can become a risky investment. This is why it is
important for a real estate investor to constantly educate themselves on these fields,
so they can always stay on top of their game.

How is investment real estate different from ‘ordinary’ real estate? Investopedia states
the following: ‘Investment real estate is real estate that generates income or is
otherwise intended for investment purposes rather than as a primary residence. It is
common for investors to own multiple pieces of real estate, one of which serves as a
primary residence while the others are used to generate rental income and profits
through price appreciation. The tax implications for investment real estate are often
different than those for residential real estate.’
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WHY SELL MY HOUSE TO AN INVESTOR ?
If you want to sell your house fast and for cash, then selling your house to a real estate
investor is probably the best option for you. They will close the sale fast and, in most
cases, will buy your house as is, which means that there are no additional costs that
would come in occasions when you have to wait for the sale of your house to close.
They will also often buy houses that are even off market.

What does all this mean?

When you sell your house to a real estate investor, you won’t have to worry about
the cost of repairs and regular maintenance. Thus, real estate investors will help
you save money that you would otherwise spend on unpredictable costs, which is
unlike realtors or traditional home buyers, who would consider the condition of
your house before agreeing on sale. Also, they don’t require any kind of
commissions that you will have if you decide to make a sale with a real estate
agent, for example.

Also, a real estate investor will always pay you in cash. This means that if you
need money urgently, real estate investors are the way to go. You won’t have to
wait for appraisals, loan approvals and all the other bank-related traditional
procedures. In fact, making a cash sale is the fastest and most recommended
way to avoid mortgage crisis. In most cases, a real estate investor will guarantee
full cash deposit within 24 hours after closing – and they will close the sale in a
much shorter time span compared to traditional buyers. Investors can close
house sales within only a week.

At the same time, investors are usually more flexible than traditional buyers,
which means you can sell your house even if you are in an uncomfortable
position – if you have tenants, for example, or any sort of debt on the house.
Speaking of debt, what about mortgage? Real estate investors can eliminate
your pending mortgage. More about that can be read further below.
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The only downside to all of this? Real estate investors will most likely buy your
house for a price that isbelowmarket value, as they have to make a profit on
future sale of it. However, if you count in all of the additional and unpredictable
costs that come with a traditional sale, it’s most likely your own profit will remain
the same in the end.
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HOW TO CHOOSE AN INVESTOR?
The first and best advice about finding the good real estate investor is simple: listen to
other people’s recommendations and look for good online reviews. Word of mouth is
the most accurate advertisement you can find. A great home buyer will have a lot of
reviews, mostly positive. There may be some negative reviews, but as long as they
aren’t dominant or too terrible, that shouldn’t influence your final decision too much, as
most people make mistakes and one person or company can’t satisfy completely
everyone. What you should be paying more attention on is how the real estate investor
replied to that one negative comment they’ve got or what did he or she do to fix the
bad situation that happened. References are also an essential part of a great home
buyer business. A great home buyer will have multiple references you can call to see
how they do business, and they shouldn’t hesitate to answer any of your questions. If
they do, then this may be a sign they are a bad home buyer.

When you go to the meeting with a real estate investor you’ve taken into the
consideration, you should still pay attention to several different things. First off, are
they sticking up to their part of the deal all the time? If an investor tells you they will
arrive at noon but don’t come until one o’clock, this is already a red flag. Another thing
you should be careful about is when an investor tries to renegotiate the price – unless
something truly huge comes up, an good investor will never lower the price after the
initial offer. It’s also important that you like their personality. You don’t have to be
friends with your investor, but you should have a positive feeling about them and their
attitude. When it comes to choosing a closing date, a great home buyer will commit to
a relatively quick closing date, anywhere from 7 to 30 days and will provide a deposit.
They will not try to rush you out of the home and stay in contact with the title company.

Of course, another thing you should take into the account is the price they are offering
you. This shouldn’t be the first thing on your mind, as most deals that seem so
unrealistically good usually are exactly that – unreal. However, if you can’t decide
between two investors who seem great overall, then the price they are offering for
your house should be what influences your final decision.
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CAN I SELL MY HOUSE THAT I STILL OWE MONEY ON?
When you sell your house to a real estate investor, a cash transaction can eliminate your
entire pending mortgage. Another option is the investor can take over your mortgage upon
themselves. There are bunch of creative options that you can agree on with a real estate
investor, and all of them will help you get rid of all the remaining mortgages and insurance
bills. Also, not only will you get the cash fast instead of waiting for months to sell with an
agent, you most likely won’t be required to sign a lease which means that there are no
worries whether or not they qualify for financing. Banks and lenders have strict guidelines for
applying for mortgages, but with real estate agents this isn’t something you should be
concerned about.

However, what happens when you’ve failed to pay your mortgage on time for several months
and nowyou’re facing foreclosure? The good news is you can probably still sell your property
to a real estate investor. More information about that will be told later on.

When you owe the IRS, you know the lien is coming and that can ruin your credit report. The
IRS can’t force you to sell your home, but the lien can have a great and negative impact on
your life. If you don’t have the money immediately to pay off the IRS debt, you may consider
making a quick sale of your house – and real estate investors can help you with that, even if
you haven’t listed your house on the market yet.

And if you have a lien on your house, you probably know that you can’t sell your home on the
open market. The law says that you have to pay off your lien before listing your house on the
MLS . Real estate investors often times work with these kinds of situations. What they do is
they count the cost of clearing the lien into their offering while working with the lien holder to
get the title clean. This gives you the legal right to sell your property. This also means that you
will most likely be free of any debt that had caused the lien to be applied, which is a massive
relief.

Keep in mind that the money has to flow to the people you owe before it flows to you. In
other words, when you get the offer for your house that you have debts on, you have to
subtract the debt costs from the final price if you want to know with how much cash are you
left with in the end.
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HOW FAST CAN I CLOSE WITH AN INVESTOR?
As for the closing process, how does it look, exactly? And how long does it take? These
are the questions that worry any inexperienced buyer or seller alike. Well, it’s a process,
which means that there are several steps to it.

1

First step is to open the escrow account. Escrow is a legal concept describing a
financial instrument whereby an asset or escrow money is held by a third party
on behalf of two other parties that are in the process of completing a
transaction. An escrow account is the best way to protect both the seller and the
buyer from any sort of scam until all the documentation is completed.

2

Second step is to provide yourself title insurance so you can have a legal
safeguard. This way when you buy a property no one can try to claim it later and
you won’t be left out without a home you’ve spent money on. There are two kinds
of insurance when it comes to a home sale; one is for the new owner and one is
for the lender. In different states, there are different regulations about who pays
for the policy, and sometimes buyer and seller can even negotiate who will take
the costs. Together with insurance, it is smart to make a title search, which can
prove the legal owner of the property.

3

Third step is optional and most of the times it isn’t needed when you work with
real estate investors and that is the lender appraisal. This step serves as a proof
for lender that the amount of lent money is in line with the market value of the
property. Often times, when your home appraises below the sale price, lenders
won’t approve the loan. However, real estate investors usually work with cash, so
lenders don’t have to interfere.

4

Fourth step also isn’t required by real estate investors, and that is the home
inspection. A home inspection serves as a proof that there is nothing wrong with
the property that isn’t disclosed.
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5

Fifth step is a final walk-through, when the buyer walks through the property one
last time to ensure everything is in order. Again, this step can be optional, as
most investors won’t change the offer if something small comes up, so another
walk-through is usually not necessary.

6

Sixth step is finalizing the sale on the closing date. The closing date is the
moment when the sale transaction is finally complete. On that day you will be
required to sign a lot of paperwork. The closing will take place at the office of
an escrow agent, title agent or attorney. This is also a lot more flexible when
working with a real estate agent.

One of the biggest advantages of selling to a real estate investor is the ability to close
the sale quickly. In a traditional sale, it takes approximately 50 days to close the deal.
The closing date can be slowed down due to buyer finances, appraisal disparities,
failure to secure insurance and contingencies , just to count some. On the other side, it
takes real estate investors on average 7 to 30 days to finish the sale of your house and
for you to get cash on your account. There are several reasons why closings happen
quickly when it comes to these transactions :

The investor is just about certain to come with cash in hand or financing already
sewn up. This speeds up the deal as opposed to a traditional sale, where buyers
most often have to arrange to finance before it can close;

Negotiations are more streamlined, and the investor typically does not ask for
concessions or contingencies, both of which can gum up the works;

You can sell your home as-is, so there are far fewer worries about appraised
value or inspections.

Does the thought of closing a sale of your house within seven days worry you? It
shouldn’t, as you can always make a deal with an investor about prolonging the date
of the closing, or you may even be allowed to rent your old house until you’ve found a
new place to live. At the same time, selling your house to an investor is the most
common option if you need to move out of your home fast, or even immediately.
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HOW IS THE VALUE OF MY HOUSE DETERMINED AND
DO I HAVE TO USE A REALTOR?
Probably the first thing that comes to mind for both new real estate investors and the
sellers is how much money is a certain property worth. So, if you are thinking about
selling your house to a real estate investor, and wondering

how will they determine

the value of your home?

First off, a real estate investor must have all the relevant and precise information
about the property you’re selling. This way they will be able to determine market value.
Keep in mind that often time market value is not the exact price that you will get. Many
things have to be taken into the consideration when determining how much money you
will earn from selling your house.

Property valuation can be done both by a professional certified appraiser and by a
real estate investor himself/herself. According to Thumbtack, a certified appraiser will
charge you between $290 and $650, with the typical family home appraisal will cost
around $300 to $350.

In most cases, there are three ways to determine your property value.

The Income Approach– this is a property valuation method that is most common in
commercial real estate and rental properties. It is done by dividing the net income the
property generates with the capitalization rate . This means that the appraiser, or the real
estate investor, needs to collect income and expenses statements for your commercial real
estate property, as well as for similar properties in your area, so they could estimate the Net
Operating Income (NOI) . This is done in four steps:

The Income Approach– this is a property valuation method that is most common in
commercial real estate and rental properties. It is done by dividing the net income the
property generates with the capitalization rate . This means that the appraiser, or the
real estate investor, needs to collect income and expenses statements for your
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commercial real estate property, as well as for similar properties in your area, so they
could estimate the Net Operating Income (NOI) . This is done in four steps:

1

Estimate the total income a property generates with a 100% occupancy

2

Estimate the effective gross income, which is done by estimating vacancy costs
based on similar properties in the neighborhood

3

Estimate the fixed and variable expenses on your property, such as mortgage
payments, utilities, management fees etc.

4

Finally, subtract the estimated expenses from the effective gross income.

In the end, a real estate investor will choose an appropriate cap rate using market
sales or similar properties that have been sold in recent times. Property value is NOI
divided by cap rate.

To make it more clear, a property with a NOI of $30,000 that sells for $300,000 has a
10% cap rate.

The Sales Comparison Approach - as is suggested in the name, the sale comparison
approach means looking at the market data of recent sale prices to estimate the value
of your home. The properties that they can compare with yours have to have some
similar features, such as square footage, condition, number of rooms and how old is
the building, as well as the location that the house is located on.

Of course, no two properties are the same, which means that the proper adjustments
have to be made. To make this possible, real estate investors who are appraising the
value of your home, have to know the differences and how to value them.

This method is usually used for single family homes, as there are many comparables
available to analyze.
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The Cost Approach - this valuation method considers the value of the property as the
cost of the land together with the cost of construction, and then subtracts the
functional and physical depreciation. This approach is usually used with properties that
aren’t easily sold – including hospitals, schools and government buildings. So, how are
land costs estimated? It’s done by using the previously mentioned sale comparison
approach. In other words, it’s important to study recent sales of land in the
neighborhood of the property in question and to find properties that have similar
features – most importantly, size and location. As for the construction costs – also
called the replacement costs – the method that is most commonly used is to find out
what is the cost of building a square foot of property on that location, and then to
multiply that by the total square footage of the property.

What method is the best for your house? That depends on the type of property that you
would like to sell, the purpose of that property and also on the availability of
information. Every real estate investor has their preferred method and usually is
particularly skilled in that one, so you should trust their experience.

When you look at all the information above, it is clear that having a realtor when selling
a property is a norm, but it isn’t a requirement. In fact, many people today are selling
their properties on their own, without any agent or professional help, but unless you are
selling your home to a direct buyer such as a real estate investor, this isn’t a
recommended way to go. Of course, there are pros and cons for any option you
choose, but at least when it comes to determining the value of your property, a realtor
is absolutely not necessary and would probably only cost you more to hire one,
especially as the real estate investor can do their job, and would often times do it for
free.
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WHAT COSTS ARE INVOLVED WITH SELLING MY
HOUSE TO AN INVESTOR?
Unlike real estate agents, investors aren’t known for charging fees as they make their
profit from the buyer, and not from the seller. This means that sellers don’t need to
invest more money in the sale process, and this is what makes selling property to a real
estate investor a great option for anyone who doesn’t have a lot of equity or extra
savings. In fact, in most cases it even isn’t necessary to spend money on repairing your
house, as it isn’t unusual for investors to buy property as-is, even when it needs a lot of
repairs. This means that you won’t have any unpredictable expenses and that the
money that is offered to you is the amount of money that you will get – unless you have
debts on your house, which has already been disclosed.
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You’ve bought your dream house. You’ve made a home of it, and you’re thinking about
raising a family in it – or maybe you already are. And then, something bad happens.
Maybe you’ve got a divorce. Maybe you’ve had a death case in your family. Maybe
you’ve lost a job or got into some kind of debt. Whatever the case is, you’ve failed to
pay several mortgages in a row and now you’re facing something called foreclosure.

Investopedia uses this as a definition: ‘Foreclosure is the legal process by which a
lender takes control of a property, evicts the homeowner and sells the home after a
homeowner is unable to make full principal and interest payments on his or her
mortgage, as stipulated in the mortgage contract.’

In other words, when you fail to pay your mortgage, the lender – usually the bank – will
evict you from your house and proceed to sell it to compensate for the money you owe
them. This doesn’t happen overnight, as first you have a lengthy pre-foreclosure
process during which you can make several alternatives to foreclosure. All states have
different laws about foreclosure, so the process itself varies from state to state.
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You can educate yourself about the foreclosure laws in your own state on several
online sources, such as Nolo.com or Foreclosurelaws.org.

So, how long does it take to foreclose on a house? On average, the notice is issued 30
days after you’ve missed your fourth mortgage payment in a row. After that, you will
most likely have 2 to 3 months to reinstate the loan and stop the foreclosure process.
When all is set and done, the foreclosure will usually be over after 6 to 12 months. For
example, in around half of US states, judicial foreclosure is the usual way to go, which
means that the lender must go through the courts with their lawyers to ask for
permission to foreclose, and for that they must provide evidence of debt. If the
foreclosure is approved by the court, it is up to the local sheriff to auction the property
and to sell it to the highest bidder to pay off the debt to the lender. All of this usually
takes 480-700 days. In other half of the states, non-judicial foreclosure is used which is
faster and doesn’t require mediation from the court.
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WHAT IS A FORBEARANCE?
In some cases, lenders will agree to be flexible to your payment schedule so that you
can afford to pay back your debts and to keep the ownership of a property. This is
because the foreclosure isn’t good not just for you, but also for your lender, as the
losses generated by property will most likely fall on them. This situation is called a
special forbearance or mortgage modification.

This means that the forbearance is a temporary postponement of mortgage payments.
It is a type of repayment relief that lender or creditor gives the homeowner instead of
forcing a foreclosure.

Forbearance is a useful process for both the homeowner, who now has the time to
collect the money they own, and the lender, which often times loses money on
foreclosures as the process is rather expensive, and they are already at the loss
because of homeowner’s debt. Keep in mind that a lot of loan services, which collect
payments but aren’t the owners of the loan, can refuse to work with homeowners who
are on forbearance relief because they don’t come with much financial risk .The terms
of forbearance are negotiated between the homeowner and the lender, but the
homeowner has to prove that he/she will be able to repay the debt in given time, and
also to provide evidence of temporary cause for payments delay, such as divorce,
major illness or loss of their job. The lender can approve a full reduction of the
homeowner’s payment or a partial one, a decision which is also negotiable and
depends on your ability to repay debt.

Sometimes, the lender will grant the homeowner a full moratorium on making
mortgage payments during this period. In other instances, the homeowner has to make
interest payments but not pay down the original borrowed sum of money. Another
option is the homeowner will repay only the part of the interest, while the unpaid
portion will result in negative amortization. Lender also may decide to temporary
reduce the borrower’s interest rate.
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As it was noted already, not everyone is suitable for forbearance. For example, if you
have been working at the same job for a decade and never before missed a single
mortgage payment, you are a better candidate for forbearance than someone who
had trouble holding up a job or someone who is known for not making payments on
time. This is why it’s important to always stay on track with your payments and to be
responsible with your finances.
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HOW CAN YOU PREVENT FORECLOSURE?
Foreclosure is a process that every homeowner must take seriously. Luckily, you can
almost always do things to help you prevent it from happening. Open the letters your
lender is sending you and see where you are at in the process. Make sure you find your
mortgage paperwork and read them thoroughly to know what to expect when you
don’t make your payments on time. If they have just begun to issue notices of nonpayment, they haven’t issued the foreclosure yet. But if you ignore the pending legal
action letters, that is no excuse in court. However, you may still have time to handle this
situation and avoid a foreclosure on your credit report.

First thing that you have to do is to cooperate with the government. You have to know
the state laws and the timeframe of the foreclosure so you can compare them with
your lender’s letters, so you can know how much time you have to secure your exit
strategy. One of the websites that you might want to consider checking is the page of
The Federal Government’s Housing of Urban Development Department, as they have
number of detailed programs that can educate you about foreclosure and how to get
away from it. You can also find several of counseling options to help you understand
the financial situation you’re in and to decide on the option that will work the best for
you and the condition you are in.

Another good way to avoid foreclosure is to take a long and realistic look at your
finances and expenses. Skip wasting money on anything that isn’t necessary, such as
cable or internet packages and expensive phone plans. Make a budget plan so you
can see how much you are spending on basic needs and important expenses. If it’s
needed, get a second job, do whatever you can to get more money so you can help
yourself pay off debt. You can always sell some of the more expensive pieces of
furniture or your car, but keep in mind that this would only make a one-time earning
and that, without a financial plan, you can easily once again find yourself in debt.
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If you want to be creative while also earning some money, another idea is to rent your
apartment out. This means that you should calculate and to plan wisely, as you will
have to find someplace else to live, which will also cost you cash. If you’ve done the
math the right way, you will have enough money from the rent to pay the expenses of
your new and temporary living place, and to pay off your debt and future mortgages
as well. If this is too extreme for you, you can always rearrange your living place and
invite a roommate to live with you and to pay the rent – which will be the income with
which you will pay off your mortgages. This option has its own problems, but at least
you’ll save your house from foreclosure.

The last option you have to prevent the foreclosure of your home is to sell it to a real estate
investor before the pre-foreclosure process ends, as real estate agents are the only ones who
can guarantee a fast and scam-free sale of your house.
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CONSEQUENCES OF IGNORING FORECLOSURE
COMPLAINT
Some homeowners think that if they simply ignore a foreclosure notice, nothing will
happen, and the foreclosure will be delayed. This is not the case. In fact, it’s quite the
opposite, as the consequences of ignoring foreclosure proceedings will just harm your
case and prevent any option you might have to save your home.

First off, a foreclosure complaint is a great way to know how much time you have left
to make your exit way. In most cases, lenders send their notice 30 days before a
foreclosure starts, and even if the time span is shorter, by checking out the date on the
notice you will know the exact date of the court meeting.

Another wrong assumption is that there will be no proceedings if you don’t give the
response to foreclosure. This is false, as the case will still go to the judge, and the
proceedings will happen even without you present. As this will leave the judge with no
alternative but to grant a default judgment, you will lose your property without even
being aware of it and without a chance to defend yourself. Also, this will almost
certainly prevent you from getting forbearance. Not only that, but the court might
decide to sell your house on an auction, where the highest bidder will become the new
owner of your house and you will have to move out quickly, often times in just 10 days.
If are still in the property after these 10 days, a Writ of Possession may be posted on
your house and even the sheriff may be called to remove you from the property you’ve
lost. You think that is bad enough? The consequences don’t end there yet.

If the sale of your house doesn’t bring the lender enough money and the court thinks it
doesn’t satisfy the amount of your debt, you might still have to pay the lender a big
amount of money. This means that you will lose both money and cash. As the real
estate prices are lower and lower in latest years, this happens more often than you
probably think. In some instances, you may also have to regulate certain tax expenses,
which will be another hard hit on your already damaged budget. When you take all of
this into the account, you will probably realize that it is better to answer that
foreclosure notice and to give yourself a possibility to fight for yourself.
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HOW DOES FORECLOSURE AFFECT YOUR CREDIT
BALANCE?
When a foreclosure happens, it will remain on your credit report for as long as seven
years!It isn’t possible to say exactly how many points a foreclosure will take away from
your credit balance, because each case will be considered individually as several
factors influence this occurrence. Keep notice that your payment history is the most
important factor in your FICO credit score , and it makes up to 35% of its calculation.
According to The Balance, it is estimated that a foreclosure can drop your score
anywhere from 175 to 300 points .

After the time period is over, the foreclosure will be automatically removed from your
credit score.

There are ways to prevent this even if you can’t stop the foreclosure process. Some
options for this are to conduct a short sale of your property, or deed-in-lieu of
foreclosure – which means surrender of property deed to the lender, which will relieve
you from your debt.
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SHOULD I CHOOSE SHORT SALE OVER
FORECLOSURE?
Typically, when homeowners are facing foreclosure and the pre-foreclosure period has
passed, the only other option to prevent the foreclosure is to make a short sale of the
property. Many homeowners decide on this option, as they don’t want to deal with
everything foreclosure brings.The extremely stretched out legal process, the hit that
your credit will face and the stigma that goes with it all is pretty nerve wracking. Most
of this can be avoided when you decide for short sale over foreclosure. While short
sales aren't completely risk free, they still help you avoid legal actions and can help
you end up in a much better position. They can lessen your financial burden and help
you salvage your credit to a degree.

So, what, in fact, is a short sale?
A short sale is the sale of a real estate property for which a lender is ready to accept
the amount that is less than what is still owed on the mortgage. For a sale to be
considered a short sale, two more conditions have to be fulfilled:

1

The homeowner has to be so far behind on paying his mortgages that there is no
way for him to catch up;

2

The housing market has gone down so much that the house lost a huge part of its
value, so now it’s worth less than the remaining mortgage balance.

The biggest misconception about short sales is that the lender simply wants to get rid
of the property as fast as possible so they can get as much money as they can. This
isn’t exactly true, as the lender won’t be afraid to take their time to recover as much of
their loss as they are able to. This is proven with this little catch: Just because a
property is listed as a short sale, a lender doesn’t have to accept the offer, even when
it’s accepted by seller.
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Now, you may wonder, if the short sale will have your property sold with so little profit
that there is a high chance you won’t get a penny in your pocket, and it can be refused
by the lender,

why still decide on it?

First off, a foreclosure has a negative impact on both the homeowner and the lender.
The homeowner will have a mark on their credit report that will make it difficult to
qualify for another mortgage, credit cards or loans and rental agreements for years to
come. Also, banks lose money from a foreclosure, as foreclose houses don’t make a lot
of money on the auctions and the expenses of foreclosure administrations are rather
high. Not only that, but the housing market will also be damaged from a foreclosure of
your house. The Balance conducted a research which concluded that all houses that
are in close neighborhood with a foreclose house lose some of their value on the
market. Therefore, even the banks will usually prefer a short sale over foreclosure, as
they will also get away with a better outcome.

When it comes to money, it’s always better to recover part of a mortgage loan than to
experience a complete loss, which is why banks will mostly settle for a short sale over
foreclosure. This will allow both the lender and the homeowner to get a better ground
when everything is over. Also, according to the US Congress Joint Economic
Committee, the average legal cost to a homeowner going through a foreclosure is
estimated at around $7,500 – and that is without counting the additional costs that
tend to pile up. If the homeowner can’t afford payments, the foreclosure could lead to
bankruptcy.

Short sale also gives you more control over the situation. When you decide on short
sale over foreclosure, you will still be facing all of the paperwork and meetings that
you would have to do when your house is in a process of foreclosure, but the process
plays out more like a traditional sale. Any kind of sale on your house is still rather
stressful and an emotional process. You deal with the expenses, house showings,
commissions and documents... Still, a short sale gives you much more control than
simply leaving yourself at the mercy of the lender’s attorney during a foreclosure
process.
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On the other hand, short sales can bring great profit to real estate investors who have
learned all about the complicated process that it truly is. Also, investors can get an
advantage if they make a purchase on a short sale. They will buy a house at a price
that is below market value, and they will have all the information about the house
ready. This has another good option for homeowners, as they can make a deal with a
real estate investors, such as making a plan on rebuilding their credit or renting their
old property so they could still live in the same house until they deal with their finances
and get back up on their feet.
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WHAT IF A DEFICIENCY JUDGMENT IS FILED?
The biggest concern for most homeowners is whether or not the bank will file a lawsuit
against them because of deficiency judgment. What does deficiency judgment mean?

Ballentine’s Law Dictionary states that a deficiency judgment is an unsecured money
judgment against a borrower whose mortgage foreclosure sale did not produce
enough funds to pay the underlying promissory note, or loan, in full. To simplify it, when
a lender takes your property and sells it, the money earned is used to pay off your debt
and any additional fees that came with a foreclosure. However, if the money isn’t
enough to cover all the expenses, you are still in debt. The amount that you still owe is
called a deficiency, and when the court rules deficiency judgment you are the one
responsible for any deficiency balance. This means the lender has the right to collect
the amount you still owe. The bank may want to recover the difference in the loan and
in the paid amount, and in order to do so, they have to file a lawsuit against the
homeowner.

If a lender wins a deficiency judgment against you, this means that you are now the
one responsible for the deficiency. This means that you are obligated, by the law, to
pay your lender the amount you owe and if you fail to do so the lender has the right to
try to collect its money via different methods. In most cases, the lender won’t do
anything by themselves, and it’s more likely that your account will be turned over to a
collection firm , and your debt will be pursued by a debt collector who can use several
methods to collect the money, such as taking cash from your bank account to reduce
your debt or to take a portion of your wage every month until the debt is paid. The
worst part of this all? There is no way to know whether or not your lender will pursue a
deficiency judgment before it actually happens. Luckily for you, in most cases banks
and other lenders won’t be bothered by this, as the process is expensive and time
consuming, and if you’ve had the resources to pay them quickly, you already would
have.
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An important piece of information is that the deficiency judgment will have a negative
impact on your credit report, the same way a foreclosure would. Also, in some states, a
deficiency judgment isn’t even an option, so be sure to check the state laws before worrying
about it happening.
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CAN I SELL MY HOUSE TO AN INVESTOR TO STOP
FORECLOSURE?

Yes, you can!
A fast sale of your house will prevent foreclosure, and the safest way to make a fast
sale is to contact your local real estate investor. A short sale is not your only option, as
if you sell your house for cash before the foreclosure starts, you will avoid all the
trouble with the lender and the court. As we have already stated, a real estate investor
can close the sale of your house in as fast as one week, which means that you will
have cash in your pockets in no time, and the debt will be in the past. Also, if you do
this instead of short sale, you will have more flexibility around the dates and the sale
price, and you will also be given a possibility to retain some of the equity.

It is also possible to negotiate a short sale with a real estate investor, which will relieve
you of some of the negative credit balance that you would have with a completed
foreclosure. A real estate investor is the best option when it comes to short sale, as
you will be given money fast and there is no worry about the buyer’s budget being
approved by the bank.

These are all reasons why most homeowners facing foreclosure will without a
doubt make a decision to sell their house to an investor, as this is the safest,
fastest and cheapest way to make a sale of the property you have debts on and
maybe at the same time put some money in their pockets after foreclosure
process is completed.
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