Monday April 25th, 2016 PL Call
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We do not provide legal or specific financial advice. If you require legal or specific financial assistance please consult your own attorney, financial planner or Trustee for legal or financial advice.
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Questions for the Experts:

1. As a beginner in the note industry - Is there any benefit to buying a performing note and selling a partial vs. selling the idea of a partial and going in with an investor who buys the front end and I hold onto the back end? 

I understand it is obviously limiting in that I could only do as many as I could buy, but it seems more tangible. I would be offering something I already own. 

Maybe I just don't yet have the confidence to sell someone something I don't actually have. 

How do you position it to a client to buy the front end of something you don't yet own the back end of? 

Kenny Beard












2. 
Here's a note that we got through our direct mail campaign and which we'd like to get feedback on.

There are 2 Tri-plexes that one investor sold to another invester (e.g. NO Dodd Frank issues)

They were sold for $210K ($105K each) and the buyer put $53,000 down leaving a balance of $157K which is being carried for 5 years @ 5%, interest ONLY. The loan is amortized over 30 years.

21 payments have been made and 39 payments remain. The monthly payment is $656.26 so a stream of 39 payments would come to $25,594.

Calculating at a top yield of 12% (we probably wouldn't go that high), we come up with a value of $21,040 as the value of the payment stream.

Not quite sure how to calculate the value of the Balloon payment as this is a Interest only loan.

One way to calculate the value of the Balloon, is to take the PV of the FV.  Of course that assumes an interest rate and a P&I payment, which doesn't seem right.







Continued…
Anyway, calculating the payment @ 12% to pay off a $157,000 in 39 months comes to a monthly payment of $4,881.58.

Calculating the PV of a FV of $157,000 @ 12% with a monthly payment of $4,881.58 comes to $50,495.56.

Seems like an awfully low value for the balloon, so could use some guidance here.

Using the above figures: $21,040 + $50,495.56 = $71,535.45. Then taking out a ~ $5K brokerage fee leads to a value of $66K, for this note.

This is an awfully big haircut. Need some input on how to properly price this Note.

Once we know how to price the Balloon, we could probably come up with some partials for this note as well

Corinne/Pete







3. I came across a PL with a UPB of about $20k, interest rate of 9%.  P&I is about $275/mo with 114 months left on the note.  From the pay history, the borrower is on track to pay it off and get the deed (it is a land contract).  Value of the house is $50k (confirmed and on the BPO).

I can buy and hold this note for about $15k yielding me 16.5% on my money - which in and of itself is not a bad ROI.  However, I am curious as to whether the "market" would be interested if I wanted to "sell this note" (i.e., flip it) for say $20k?  The buyer of the note would be getting about a 10.3% return on their $20k investment, BUT they have a valued property of $50k, an insurance hedge in the (unlikely) event of borrower default. To me, this would be an "easy sell."  Comments?

Also, from my perspective, if I flipped this note, I would be making about a $5k profit on $15k investment, essentially doubling my yield to 33% (versus the 16.5% yield if I buy and hold the note).

Please comment on the above thinking.  I want to ensure I am looking at the "parts" correctly.

Sincerely,
Michael C. Rogers



4. So I know that that good deals will typically have ITV's for performing and non-performing notes 70%-85% and 35% to 50%, respectively.  But when you want to consider exit options, I have learned to also utilize, and consider, the "yield" left on the note. I have personally set my yield requirements to at least 12%.  

I also note there is a discount factor, i.e., investment to unpaid balance (ITUPB).  So now I am looking for some guidance on how to group all three metrics, ITV, ITUPB and yield in deciding if a note could be a good investment.  What are some thoughts on this for performing, non-performing, and sub-performing notes?  

I suggest that the yield metric is meaningless on an NPL,  and that really only ITV; and ensuring you have a good feel for the value - are key drivers on the NPL assessment.  Thus the "yield aspect of analysis" may really only apply to PL and sub-PLs?



Regards,
[bookmark: _GoBack]Michael C. Rogers






OPEN MIC if time allows…




New email for Content Docs Submissions

https://www.dropbox.com/request/Enk7QksdLwgqXgVMK2Bz







New email for closing issues (Includes request for any missing executed post-closing docs)
 
PostClosing@colonialfundinggroup.com




Summer Summit  
 https://www.youtube.com/watch?v=1rx9jcBhduY&feature=youtu.be 
June 2nd   Special class (optional fund raiser for Child Welfare Board…led by great outside trainer) followed by an excursion to the Fort Worth Stockyards for the special class attendees.  This will be more affordable than last year.  The price will be $250 for a primary and $200 for a guest.  Transportation to Fort Worth and dinner are included.  Look for the sign up info next week. 

Entity Structuring for Asset Protection and Minimizing Taxes- Dyches Boddiford
https://www.youtube.com/watch?v=EPaPuhlYejY  (Eddie Speed and David Fenoglio)

http://noteschool.com/summer-summit/
June 3rd Summer Summit  9am to 5pm
                Titanium event in the evening
June 4th Summer Summit 9am to 5pm
                Dinner with the Speeds (for those that bought this event at the Appreciation Charity Auction)
 
June 3rd - June 5th Rich Rewards in Real Estate Note 3 Day Live Class
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If you want to Purchase Assets from the call:
Offering@colonialfundinggroup.com
Please Submit Questions to:
 Content@noteschool.com
To Buy a Partial Contact Martha Speed at Martha@noteschool.com
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