Achievers Group: 10.16.14

Creating seller financing: Guidelines

Never make anything below 6%, ever

Try to finance for 20 years

Get large down payments

Check the credit

Keep in mind that the interest rate you set, will create the discount on the back-end. So the higher the rate, the LOWER the discount.

Performing Side: What Can I do to start a Note Brokerage?

Brokering

Flipping

Workouts

Management

Investing

Brokering: You are looking at notes for sale, getting quotes from various investors (usually larger firms/companies) and making a commission from the difference in quotes. This is the HARDEST WAY to make money in the note business.
Note Flipping: You buy a note at a certain rate, and then resell the note to another investor for a lower rate. I.e. You buy at 12% sell at 7.5%.

Skills needed: Raising money, pricing & closing skills

How can I do note flipping without my own money?

You will have to raise private money yourself in order to flip notes.

You need BRIDGE FUNDING to buy the first note.

You need a back-end investor to SELL the note to.

Bridge Funder: Hard money lender, soft money lender, private money lender

What can you say/present to them in order for them to write a check?

You need a deal. This could be your own, a current/active/available deal OR you can use a Case Study of a deal. Put it on a presentation and then go to town. Needs a lot more information about notes themselves vs your back-end investor.

Back-end Investor: Passive investor. Does not want to be in the note business, has no interest other than growing their money in safe environment.

How to present?

Solid pay history

Yields

Some kind of display of how much money they will be making. Emphasize the CASH FLOW

Closing: Allonge, title (search/report), LLC properly in possession of the note, RESPA [Real Estate Settlement Procedure Act] (this says that you cannot contact the borrower for a grace period of 15 days after the ownership of the note is transferred to you).

Buy the note Oct 1 > 

A Goodbye Letter goes out Oct 5 > 

You cannot contact the borrower until Oct 20 minimum

Outsource this to your servicer.

Scenario #1: You see a note for sale, you buy it for 12% in your LLC. You used Bridge Funding and bought the note. You then sell a partial to a Back-end investor and then pay off the Bridge funder when everything closes.

Since you used third party funding, you do NOT need to stick to the $100 Model when reselling. Why?
Scenario #2: You save up the profits you make from flipping deals and use that as seed money to buy the notes yourself. Now, you can keep all of the profits from the flip and still sell the front end.

Depending on what vehicle you are using to BUY, you may have to do the $100 Model.

10% @ $48,937

7% @ $64,551

Difference: $15,614
Price to investor: $50,000 for 230/mo

Actual Costs: $5,750

$98,775 total return

$93,025 actual total return after servicing fee

Yields: 

Management: Handling other people’s money and note investments. Requires the most skillset, not for beginners.

Investing: You use you own money or someone else’s to buy notes.
