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A National Epidemic is Looming.  Are You Ready?Chapter One

A National Epidemic Is 
Looming.  Are You Ready?
Are you stressed out about mortgage payments? Do you think 
your only option is a foreclosure? Is a short sale right for you? 
Millions and millions of homeowners are asking themselves the 
same questions. It is projected that over 20,000,000 homeowners 
will have negative equity in their homes in the very near future. 
In other words, they will owe more on their homes than they are 
worth. Over 2.9 million homes have foreclosed in the last three 
years and the number is only expected to grow. Expect the effects 
of the estate recession to ripple for years to come. 

What can you do now?

There is expected to be massive tsunami of homeowners who are simply making the decision to sell their homes through a short sale vs. staying in a 
home, hoping that one day it may be worth what they paid. 

No one is safe. News stories from across the country tell the tales of both celebrities and  average Americans who are all considering selling their 
homes through a short sale.   Selling your home through a short sale doesn’t need to be a shameful, life-ruining experience. Sometimes short selling 
your mortgage simply makes smart economic sense, especially for homeowners who •nd themselves “upside down” — that is, they owe more on 
their mortgage than their house is worth. 

We are clearly in uncharted waters. The current housing crisis is different from all the previous housing recessions. It is well known that many •nan-
cial institutions sold mortgages in a deceptive manner — for example, by approving people for loans they couldn’t really afford — then why should 
homeowners feel obliged to honor their commitments?

From a homeowner’s perspective, why should they stay in a home that is depreciating? Often times it’s possible to rent the same style home in the 
same area for half (or less) than their current mortgage payment. Assuming it takes years for the market to recover, the homeowner who sells their 
home via a short sale now will be far ahead of the person who ‘stuck it out’.
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Here is an example:

Starting May of 2008:

•  Homeowner paid $500,000 at the market peak in late 2006. Homeowner put down 5% and did a 7 year interest only mortgage. Monthly payment  
    including principle, interest, taxes and insurance  is $4200 per month.

•  Assuming the property has depreciated 30% and is now worth only $350,000, the owner has negative equity or is ‘upside down’ by $150,000.

•  The market is continuing to depreciate and is projected to level off in mid to late 2009. In other words, months and months of more losses for the 
   homeowner.

Let’s be very clear about this next point…Yes, there is damage to your credit. According to national experts, after a short sale, a person’s credit will go 
down by 300 + or - points and then prevent them from buying using a government backed mortgage for up to 24 months. With a foreclosure, the 
credit is damaged for up to 4 years preventing someone from obtaining a government-backed mortgage. 

Many home owners who are now short selling their properties are going to want to buy houses again some day; and when they do, lenders are going 
to want to make money lending them money to do so. 

Chapter One

Homeowner can ‘stick it out’ and keep the home. They will contin-
ue to make their monthly interest only payment/ house upkeep of 
$4200 per month. They will pay $50,400 per year to keep the home. 
They are deeply ‘upside down’ in the home with massive negative 
equity. By late 2009, the home’s value has stopped depreciating. 
The market stays !at for at least a year thereafter. The inventory 
levels have to sell off. In late 2010 or early 2011 the market then 
starts to slowly appreciate again. Best case the homestarts to ap-
preciate at 5% per year. Based on this rough example it will take 
at least 7 years for that home to be worth what that owner paid in 
2006. During that time the homeowner will have paid $50,400 per 
year. Do the math. That’s $352,800 spent to stay in the home and 
‘stick it out’.

OPTION ONE
Homeowner lists the home with an agent trained in doing short 
sales. The home sells and the bank agrees to accept the loss in eq-
uity as the short sale. Bank loses $150,000. Homeowner moves to a 
rental home in the same neighborhood and pays rent of $2000 per 
month. Half of his previous house payment. Homeowner saves the 
difference between what he had been paying for the owned home 
and his new rent payment. $26,400 per year. Yes, the homeowner 
does have signi•cant negative credit rami•cations as a result of 
their short sale. This negative credit will prevent them from buying 
a home for the next 18-24 months. With this option he can sit out 
the real estate recession and jump back in when the market has 
hit bottom. If he times it right he can buy at the markets bottom.  
This time he will have a more signi•cant down payment and a bet-
ter quality mortgage.

OPTION TWO
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How Bad is it?
One thing is certain: Foreclosures are on the rise. Cities in Califor-
nia, Ohio, Florida and Michigan just posted the highest foreclo-
sure rates in the U.S., according to RealtyTrac, a private •rm.

RealtyTrac is the go-to source for up to date foreclosure informa-
tion. The following information is from a recent news release.   
For current, up to the minute information on foreclosures in your 
area, visit their website:   http://www.realtytrac.com

Foreclosure Activity Decreases 7 Percent in 
November
Foreclosure Activity Still Up 28 Percent From November 
2007

Foreclosure •lings — default notices, auction sale notices and 
bank repossessions — were reported on 259,085 U.S. properties during November, a 7 percent decrease from the previous month but still up 28 per-
cent from November 2007, according to the latest RealtyTrac U.S Foreclosure Market Report. The report also shows one in every 488 U.S. housing units 
received a foreclosure •ling in November.

 “Foreclosure activity in November hit the lowest level we’ve seen since June thanks in part to recently enacted laws that have extended the foreclo-
sure process in some states, along with more aggressive loan modi•cation programs and self-imposed holiday foreclosure moratoriums introduced 
by some lenders,” said James J. Saccacio, chief executive of•cer of RealtyTrac. “There are several indications, however, that this lower activity is simply 
a temporary lull before another foreclosure storm hits in the coming months.

“Delinquencies on loans not yet in the foreclosure process jumped to nearly 7 percent in the third quarter, a record high, according to the Mortgage 
Bankers Association,” Saccacio continued. ”And more than half of the homeowners who received loan modi•cations to reduce monthly mortgage 
payments in the •rst half of 2008 are already delinquent on their loans again, according to the U.S. Of•ce of Thrift Supervision. Many of these delin-
quencies could turn into foreclosures next year.”

Chapter Two
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Nevada, Florida, Arizona post top state foreclosure rates
Nevada foreclosure activity in November decreased nearly 4 percent from the previous month, but the state maintained the nation’s No. 1 foreclosure 
rate, with one in every 76 housing units receiving a foreclosure •ling during the month — more than six times the national average. Foreclosure 
•lings were reported on 13,962 Nevada properties, up 109 percent from November 2007.

Florida foreclosure activity in November was also down from the previous month, but the state’s foreclosure rate moved up to the No. 2 spot thanks to 
an even bigger monthly decrease in Arizona. One in every 173 Florida housing units received a foreclosure •ling during the month, nearly three times 
the national average.

With one in every 198 housing units receiving a foreclosure •ling, Arizona posted the nation’s third highest foreclosure rate in November despite a 
nearly 25 percent decrease in foreclosure activity from the previous month. Foreclosure •lings were reported on 13,136 Arizona properties during the 
month, up nearly 128 percent from November 2007.

Other states with foreclosure rates ranking among the top 10 were California, Michigan, Georgia, Ohio, Colorado, Utah and Idaho.

California, Florida, Michigan post highest foreclosure totals
Foreclosure •lings were reported on 60,491 California properties in November, the most of any state and a 6 percent increase from the previous 
month following two consecutive monthly decreases. The state’s foreclosure activity was up 51 percent from November 2007, and one in every 218 
housing units received a foreclosure •ling during the month — more than twice the national average.

Despite a 9 percent decrease in foreclosure activity from the previous month, Florida continued to post the nation’s second highest number of prop-
erties with foreclosure •lings — 49,190. The state’s foreclosure activity was still up 68 percent from November 2007.

Michigan foreclosure activity in November increased 28 percent from the previous month, giving the state 14,594 properties with foreclosure •lings 
during the month — the nation’s third highest state total. Michigan’s foreclosure activity was up 27 percent from November 2007, and the state’s 
foreclosure rate ranked •fth highest in the nation for the month.

Nevada, Arizona, Ohio, Georgia, Illinois, Texas and Virginia also reported foreclosure totals that were among the nation’s 10 highest.

Chapter Two
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Ok, I Get It,  A Short Sale May Be 
My Best Option.  Tell Me More…
A short sale is when a lender accepts a discount on a mortgage to avoid a 
possible foreclosure auction or bankruptcy. 

For example: A homeowner, who is facing foreclosure, has an existing •rst 
mortgage of $500,000. The market value of the home is $350,000.
Long story short, the lender accepts the offer for $350,000 and the home is 
sold. 

That’s a short sale.
 
Why are lenders so eager to take such a huge discount?  Banks do not like 
bad loans. If they see an opportunity where they can sell the property 
without the huge loss of a foreclosure, they will do it. Some lenders report 
that if the home goes into foreclosure by the time the home actually closes 
with the new buyer, the lender will be lucky to net 50% of the original loan 
balance. 

Bottom line from the lenders perspective?  They are in the business of lending money, not owning homes. If they can accept a short sale offer and rid 
themselves of the bad loan AND net more, vs the home going into foreclosure,  they will do it every time. It’s simply smart business. 

Time is not on your side when you are considering a short sale. You must act quickly and work with a company that has experience in negotiating 
short sales on a regular basis. 

Chapter Three
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What is Mortgage Foreclosure?
Mortgage foreclosure simply means the deed can only be foreclosed through 
court action. Mortgage foreclosure is usually referred to as a judicial foreclosure.

A mortgage is a security document that allows the borrower to keep title of the 
property while using the property as security or collateral for a loan. The lender 
then places a lien on the property in the event the owner does not pay the 
agreed payment. When the borrower pays off the loan, the lender gives the bor-
rower a satisfaction of mortgage that removes the lien from the property. About 
half the states in the U.S. use mortgage foreclosure as the means of satisfying 
the loan balance.

As with most mortgage foreclosure lawsuits, it starts with a summons and a 
complaint is issued to the borrower and any other parties with inferior rights 
in the property. Usually the lender’s attorney is the one who issues the notice. 
The complaint is usually •led in the court where the trial is to be held. Here’s 
the interesting part. Once the borrower has been noti•ed, he or she has 20 days 
to respond back to the court challenging them on the mortgage foreclosure 
lawsuit. Once this occurs, the court now has 40 days to respond back to the bor-
rower. Keep in mind that each correspondence must be legit and deal with some 
speci•c part of the complaint. This process may go back and forth as long as the 
borrower •nds something erroneous with the complaint. This slows a mortgage 
foreclosure greatly because it must go through the court system. It may go as 
long as a year if needs be or even longer. This is how many homeowners stay in 
their homes for months often years after they have stopped making their house 
payments.

Chapter Four
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You Have Been Warned:  
Foreclosure Scams on the Rise!
Foreclosure Scams are on the rise because of the increasing number of foreclosures.  
Take note and use caution when considering assistance.

Common Foreclosure Scams

1.     EQUITY SKIMMING:
You are approached by a “buyer” that offers to buy your home at full asking price. The 
potential buyer claims he will solve all your •nancial problems by “promising” to pay 
off your mortgage. He claims to take over the existing mortgage and give you a sum 
of money after the property is sold. But in order to do so, he suggests that you move 
out right away and deed the property over to him. So you move out and assume 
the “buyer” will continue to make the mortgage payments. However, the “buyer” 
collects rent for the next 6 - 8 months and does not make any mortgage payments. 
The lender has no choice but to foreclose and all the while you have no idea what’s 
happening because you’ve moved out. 

2.     THE BAIT-AND-SWITCH:
Very similar to taking over “subject to”, but the acclaimed buyer is only after the equity. The buyer tells the homeowners he will bring the mortgage 
current and tells them they can stay in the home. But in order to do so, he must have a few documents signed that protect his interest and gives him 
ownership of the property. Then a few weeks down the road, the homeowner receives an eviction notice. 

3.     THE BAILOUT:
Again very similar to the previous two, where the homeowners sign over the deed with the assumption that they will be able to remain in the house 
as a renter or lease it back from the buyer and eventually buy it back over time. The terms of these types of scams are so harsh that they make it nearly 
impossible to buy-back which was the plan to begin with. The homeowner is left with nothing and the buyer walks off with most or all of the equity.
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4.     PHANTOM ASSISTANCE:
Typically these are online companies claiming to have the magic touch in stopping the foreclosure auction. They know all the ins and outs and what 
to say to the lender to stop the auction. Then these companies charge outrageous fees for simple phone calls and paperwork the homeowner could 
have completed themselves.

5.      COUNSELING AGENCIES:
Some groups, most of them online, calling themselves “counseling agencies” may approach you or ask you to submit your information for a personal 
consultation to review your situation. They then proceed to offer certain services for a fee. Most of the time these “special services” you are paying for 
are FREE, such as negotiating a new payment plan with your lender, working out a forbearance, or lowering your interest rate. These are all things your 
lender will assist you with at no charge. Be careful giving ANYONE money online that claims they can assist you out of foreclosure. There are dozens of 
good, non-pro•t organizations and free counseling agencies that are ready and willing to assist.

NOT A SCAM: One of the largest foreclosure assistance programs right now is 888-995-HOPE. This is available to any homeowner in America having 
trouble paying their mortgage. It is provided free of charge by the Homeownership Preservation Foundation, a nonpro•t dedicated to preserving 
homeownership.

Here are a few things you can do to avoid foreclosure scams...

DO NOT SIGN any papers that you don’t fully understand, or you could make bad matters worse.

DO NOT SIGN any papers that you feel pressured into signing. Take your time.

DO NOT MAKE mortgage payments to anyone other than your lender.

DO NOT SIGN over the deed without some closure or agreement for your protection. 
Talk to your attorney or title company if you need help.
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What are the Options For 
Homeowners Facing Foreclosure?

1.  Try to “make nice” with your lender. You can call your  lender and 
ask them to reinstate the loan. You may be allowed to reinstate or 
make the loan current by paying a lump sum or making scheduled 
payments to your lender over a given amount of time. 

2. If you have equity, and decent credit, re•nance. Usually the lender 
would re•nance the existing loan and include as part of the new loan 
any late payments, and fees that you would need to regain control. It 
would all be “wrapped” into one mortgage. 

3. Assuming you have no equity and a •nancial hardship, a short sale 
is almost always your best option.  If the lender accepts the short sale, 
and there’s no way to know until you try, it is truly a win-win for everyone.

4. You can give the property back to the lender. If there are no other liens on the title, the lender may agree to take the property back. This process of 
transferring ownership from you to the lender under these circumstances is called a Deed in Lieu of Foreclosure.  This is essentially fast forwarding the 
foreclosure process and not avoiding it

5. You can •le bankruptcy. First, you need to seek the advice of a attorney. In no way are we trying to provide legal advice. Only an attorney can give 
legal advice. The two most common  “chapters” of bankruptcy are Chapter 7 and Chapter 13.   Bankruptcies are “work out” others are “wipe out”. Chap-
ter 7 is the “wipe out” and Chapter 13 is the “work out”. Bankruptcy is a federal court action designed to help individuals repay their debts or eliminate 
their debts depending on their circumstances. Chapter 13 bankruptcies are designed to reorganize debts in an effort to repay all debt. Chapter 7 
bankruptcies are geared more towards liquidation of assets. Both Chapter 7 and Chapter 13 immediately stop the foreclosure process and any credi-
tors from taking further action against you.
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Chapter 7 Bankruptcy

When someone •les a Chapter 7 bankruptcy, all assets are frozen. The at-
torney creates what is called an automatic stay. Meaning everything “Stays” 
put. The homeowners can’t buy anything, they can’t sell anything, and they 
can’t even give away anything. If they try to sell their home, they couldn’t. 
If they try to give away money in savings, they can’t. Any unsecured debt 
like credit cards, unsecured loans, etc. are eliminated or wiped out. They do 
not exist anymore. Then the trustee or attorney who represents the court 
and the creditors will look at all the assets (house, car, furniture, equipment) 
anything of value and decide what must be liquidated to pay some of the 
debt that was wiped out.

If the homeowners are in the middle of foreclosure, a Chapter 7 will stop the 
foreclosure process. Usually banks will then ask the trustee to release the 
property from the automatic stay so they may continue with the foreclosure process. Once the property has been released from the bankruptcy, the 
foreclosure process starts right where it left off. Typically you have anywhere from 3-5 weeks until the foreclosure process begins again.

Chapter 13 Bankruptcy

When someone •les a Chapter 13, they don’t take all the assets and sell them. Instead they take all the monthly payments and discount them for 
pennies on the dollar. It’s like a debt consolidation plan. Whatever amount is agreed upon has to be paid to the bankruptcy count every month for 
the next 3-5 years. So the homeowners get to keep their house, their cars, and all their assets. Now, as long as the homeowner stays current with the 
mortgage payments and pays the amount agreed upon, they will be •ne. However, if any payments are missed, the trustee will dismiss the bankrupt-
cy and the foreclosure process will begin again.

6. And •nally, you can just let it go to foreclosure. Basically you don’t do anything. You leave with nothing in hand and a foreclosure on your credit 
report. This is without question the worst option of all. 

Another solution available is the Soldier Relief Act of 1940. When a property is owned by a person in the military and the mortgage payments are not 
made, then this relief act may stop foreclosure based on certain criteria. The person has to be in active duty in order to qualify. The mortgage loan had 
to be established before the soldier was called out to active duty. Not only will this stop foreclosure, but it will stop seizure of any personal property 
while the soldier is actively serving and several months thereafter.
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Top 10 Seller Short Sale Questions, Answered.

 I can’t make my house payments but I do have an ability to pay back all or part of the nega-
tive equity. Also, I want to preserve my credit score…is a short sale right for me?

Probably not. In cases where the seller can pay back all or part of the negative equity 
(usually to the 2nd lien holder) it makes sense for them to work out a repayment plan. 
The lender will then release the lien and allow the home to close. 

If I pay mortgage insurance and default on my loan, wouldn’t that cover the de•ciency 
amount?

The mortgage insurance is not there for your protection, it protects the mortgage 
lender.

Do I have to have my home ‘Approved’ by my lender prior to offering it for sale as a short sale?

No. Technically speaking, there is no such thing as being ‘Short Sale Approved’. The 
actual approval only happens when an offer is submitted along with your •nancials.

I just missed a payment and I know I will miss more….how long does the foreclosure process 
take and is there time to do a short sale?

The foreclosure process takes differing times depending on your state.  In the 
Midwest a foreclosure can take over a year. In California it’s taking 6+ months.  
Generally speaking a well-priced short sale being processed by an educated short sale listing agent will sell and close in less than 120 days. 

Do I have to pay closing costs?

Usually, the bank will pay all or most of the closing costs, inclding back taxes, Realtor commissions and other expenses.

Chapter Seven
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Top 10 Seller Short Sale Questions, Answered.

Top 10 Seller Short Sale Questions, Answered.

I owe more than my home is worth and I can’t make the payment, do I have to somehow 
qualify for a short sale?

The simple answer is NO. If someone can’t make their payment and they are other-
wise insolvent they qualify for a short sale. Note: insolvent simply means their total 
debts are great than their assets.

Do I have to pay income taxes?  I have heard that I will get a 1099. Will the loss the bank 
takes be treated as a taxable gain to me..the seller..is this true?

It WAS true, now it’s not. Consult your Tax Attorney or Quali•ed CPA.  Very recently 
the tax law was modi•ed and now most people who do a short sale will have no 
taxes due. 

How do you, my listing agent get paid?  Who pays your commission?

The bank will pay the commission along with all the other usual closing costs. 

Do I have to miss a payment to do a Short Sale?

No. Late last year most major lenders started accepting short sale offers from sellers 
who have never missed a payment. 

I want to do a short sale and have a 2nd mortgage, does this make me ineligible?

No. Both of your lenders will need to be satis•ed in some way to complete the short 
sale. If your •rst lender will be paid off by the sale, then you just negotiate the terms with the second lender. Most short sales do involve 1st 
and 2nd lien holder. 

Chapter Seven
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But, I Thought Rates Were Falling.  
Won’t That Help Me?
The Federal Reserve has been lowering rates to bail out the economy.  Does this mean that 
that mortgage rates will fall?

In some cases yes in most cases no…read on. 

Let’s start with the 30-year •xed rate mortgage. The 30-year •xed rate mortgage is not tied 
to short-term treasuries. Fixed mortgage rates are tied to long-term bond yields that move 
based on the outlook for the economy and in!ation. True, even as the Fed has lowered rates, 
the 30-year •xed has come down, but that’s because of the outlook for slower economic 
growth in the months ahead. While the decline in treasury yields has helped push mortgage 
rates lower, the decline in long term rates hasn’t been in lockstep thanks to the fact that 
these mortgages are securitized and sold on the global market. Investors now demand a 
higher risk premium on these mortgages due to higher delinquencies and foreclosures.

Next let’s take a look at 7 and 5-1 Adjustable Rate Mortgages (ARMs) Yes, this is good news 
if your 5-year (or 7 year) ARM is pegged to a treasury index.  So if you’re facing a reset on, 
say, a $200,000 loan, you’re now getting a payment increase of about $150 a month, as op-
posed to $370 a month, which you would have had before the Fed started cutting rates.

Chapter Eight
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Do the Fed Rate Drops Help Sub-Prime mortgage Holders?

Nope. Unfortunately if you have a sub-prime ARM it is more than likely pegged to LIBOR, 
which has moved in the opposite direction. Because of the liquidity issues in global •nancial 
markets, LIBOR rates have actually increased at the same time that treasury and other bench-
mark yields have been declining, so the Fed lowering rates today would not help too many 
sub-prime mortgage holders.

Even with lower rates, the home still must appraise for the amount being borrowed plus 
another 10 to 20%.  In most places, depreciation alone has eliminated the opportunity to 
re•nance and take advantage of rate adjustments.

How are Home Equity Lines of Credit Effected?

How about my Home Equity Line of Credit (HELOC): Yes, if you have that home equity line of 
credit that you used to renovate your bathroom/kitchen recently, then when the Fed lowers 
rates, your rate comes down as well. That’s because HELOCs are predominantly pegged to the 
prime rate, which moves in step with the Federal Reserve. 

The simple answer is NO. If someone can’t make their payment and they are otherwise 
insolvent they qualify for a short sale. Note: insolvent simply means their total debts are great 
than their assets.

Chapter Eight
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Life After Short Sale:  When You Want To 
Buy A Home Again... FHA to the Rescue!

Remember, after a short sale, it’s possible to obtain a new mortgage in as few as 18 to 
24 months, assuming all other credit has been kept clean.
 
Get ready for FHA loans to become the best choice 
EVEN in the high priced areas like California! 

Its now possible to get a FHA Mortgage in certain parts of the country for over 
$700,000!

Click Here for updated FHA mortgage limits for your state.

You Must Know How FHA Loans Work:

First, it’s important to understand that FHA is not only for •rst time home buyers, 
anyone can sign up for an FHA loan, as long as you don’t have more than one FHA Loan 
at a time.  Your job is to establish a relationship with an FHA approved lender.  Not all 
lenders hold this quali•cation.  

Chapter Nine
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Little Known Secrets of FHA Loans:
• FHA Can Help Clients With Blemished Credit History.   New programs are coming 
out that will allow borrowers with credit score in the high 500’s to buy a home.

• Bankruptcy. You can obtain an FHA loan two years from the date of your bank-
ruptcy discharge, as long as you’ve maintained good credit since your debts were 
discharged.

• Foreclosure. If you keep your credit in excellent shape after a foreclosure, an FHA 
loan will be available to you two years from the •nal date of your foreclosure.

Ultra Competitive Rates & Terms

   • There is little or no adjustment to the interest rate for an FHA loan, as the rates 
vary within .125 percent of a conventional loan.

    • Mortgage insurance is funded into the loan, meaning a premium of 1.5% is 
added to the loan balance instead of being paid out-of-pocket. In addition, a small 
portion for the mortgage insurance premium is added to the monthly payment, but 
it is far less than private mortgage insurance premiums.

    • Qualifying Borrowers can •nance 97% of the purchase price and put down 3 
percent. In some instances, when combined with other types of loans, the down pay-
ment can be zero.

• Allowable debt ratios are higher than the debt-ratio limits imposed for conventional loans.

• Borrowers can get up to 6% back from the seller to help with all of their closing costs.

Chapter Nine
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Forget what you thought you knew about FHA…

At one point, FHA repair demands were so excessive that 
sellers would discount the list price to buyers who would 
agree to obtain conventional loans over FHA loans. Today the 
requirements appear more reasonable.

 • You can purchase a home in need of repairs and 
  •nance the repair costs with the mortgage. This way 
  you can make the necessary repairs immediately 
  without having to come up with the money yourself.

 • You can purchase manufactured homes and condo   
   miniums with a FHA loan.

 • You can •nance the cost of energy-ef•cient repairs  
   with the mortgage.

 • Defective roofs that leak still need to be replaced 
   but an older roof does not necessitate replacement if it doesn’t leak.  An roo•ng certi•cation is acceptable in most cases.

 • Windows that stick upon opening or have cracked panes do not require replacement.

 • FHA appraisals do not take the place of a home inspection, and never have. Buyers should still obtain a professional home inspection.

It’s time to take advantage of the return of the FHA loan" It’s about to become signi•cantly better than before, with higher limits and an easier 
appraisal process.

Chapter Nine
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Something You Should Know: 
The Death Of The HELOC…
Most major lenders are freezing withdrawals from Home Equity Lines 
of Credit (HELOCs) – and I don’t want you to be caught off guard by 
this development. If you were planning on using your HELOC for spring 
home improvements or college tuition chances are the money has 
been shut off.

You should be aware that the lender retains the right to suspend or 
reduce the line of credit available if your property value falls below the 
appraised value used to originate the loan. Lenders are actively assess-
ing (performing Broker Price Opinions, or Appraisals) properties and 
then suspending access for account holders who have seen a down-
ward slide in their home value. 

Actual notice from Countrywide sent to borrowers:

‘Important message about your loan: At Countrywide Home Loans we are committed to helping customers sustain home ownership.  As part of the commit-
ment, and in keeping with its sound risk-management and responsible lending practices, Countrywide Home Loan is reviewing and analyzing home equity 
lines of credit in its servicing portfolio.  We believe that the decline in the value of your property, from its original appraised value at the time your loan was 
made is signi•cant. In accordance with the terms of your Home Equity Credit Line Agreement and Disclosure Statement (Agreement), we have elected to 
suspend further draws against your account as of the Effective Date above.’

The Los Angeles Times recently reported that Countrywide noti•ed many homeowners they’ve lost their right to borrow against their credit lines:

‘Tens of thousands of homeowners with home equity lines of credit are getting a rude surprise: They’ve been told by their lender that they can no longer take 
money out on their credit lines because sinking home prices have left them with little or no equity.
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Among the lenders taking such action is Countrywide Financial 
Corp., which sent 122,000 letters to customers telling them they 
could no longer borrow against their credit lines. In some cases, 
according to the company, the borrowers are now “upside down” 
— the total debt on the home exceeds the market value of the prop-
erty.

Calabasas-based Countrywide, the nation’s largest mortgage 
lender, says it uses computer modeling that factors in changes in 
home prices to determine which customers will have their money 
tap shut off.’

If there was any question that consumers were feeling the 
pinch before…just wait until they are told that their homes are 
worth LESS than what they owe. Or in the word of Countrywide, 
“Signi•cantly Less”. Do you think that will have an effect on the 
economy? Think this will make consumers feel more con•dent 
about housing?
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Our expertise and experience is what differentiates us.
Our commitment to our clients is what sets us apart.

Short Sale Connect helps homeowners nationwide avoid foreclosure and its associated negative credit impact. As a national leader in short sale and 
loss mitigation negotiations, Short Sale Connect’s principals have developed a far-reaching network of contacts consisting of property owners, mort-
gage companies, banks and realtors. The strength of our experience, knowledge and relationships is invaluable.

Our expertise and experience is what differentiates us, our commitment to our clients is what sets us apart. It is this unique combination of industry-
leading expertise, impeccable professionalism, and extraordinary customer focus that enables us to offer the highest level of service to our clients 
nationwide.

Our Expertise

Short Sale Connect is a national leader in the •eld of short sale negotiating. Our principals and af•liates have over four decades of combined experi-
ence in all areas of the mortgage and real estate industries. Our expert short sale specialists are highly trained and thoroughly knowledgeable in 
every aspect of this often complicated process. We operate in all 50 states and have a comprehensive understanding of all the ins-and-outs and rules 
and regulations applicable to every foreclosure situation.

Regardless of your circumstances, Short Sale Connect has powerful solutions available to you at no cost.  Contact us today for a free, no obligation 
consultation today.
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