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BEAUTIFUL FALL !!

     I hope this newsletter finds you successful, healthy,
happy, and having enjoyed a wonderful Thanksgiving!  
   It’s been a while since my last newsletter, but at least
you received my 2012 calendar magnet.  In this mailer,
I enclose the 2013 calendar and this newsletter, which
I hope you will find interesting and helpful.
     I hope you managed relatively well during “Super-
Storm Sandy/Frankenstorm,” followed up by that odd
“nor’easter” a week later.  I lost power, phones, water,
& internet for 3 days! Not fun- need a house generator!
     Though not installing a generator this year, I did
make some extensive progress on many improvement
projects.  The big change was the conversion from oil
to natural gas – I know, not “sexy,” but I’m thrilled
with the cleaner burn and much lower cost!  It was a
project from hell, dealing with the monopolistic PECO
and their mandated installation contractor.  When the
gas was finally installed, I changed out the electric
stove top for a gas burner and the fireplace wood-
burning insert for a gas-burning unit. The lower cost
and the lower work load is perfect – I now use a
wonderful remote control to arrow up or down for
heat, fan on or fan off - love it!
     Another big project was a new roof on the house
and a “tube light” installation above the kitchen –
again, not a “sexy” project, but I’m thrilled with the
new roof and the extra light the tube brings into the
kitchen. Regarding the multitude of stone walls around
my hilltop property, I’ve “capped” (masonry seal
topped with flat field stone) a good portion.  I’m
coming closer to truly terracing --  hardscaping plus!
     For any of you who have come to my home office
and had need of the bathroom, the one that was styled
from the 1970's, with mis-matched everything, now,
for any future bathroom breaks during our long loan
applications or appointments, you will note a complete
transformation (gut & re-do) – hope you enjoy :).

     In early October, I took a rare, well-deserved
vacation for a week in Cape Cod.  I enjoyed the get-
away, the scenery, the seafood, and the exploration,
besides the primary purpose of family communing
and celebrating my father’s birthday.
     On the business front, it has been good, but
difficult and frustrating.  Lowest-ever interest rates
have fueled yet another round of new refinancing.
And with real estate sales somewhat recovering,
purchase mortgages have increased.  But the burden
of regulation, tighter qualification criteria, and the
volume of extra paperwork has made for a more
frustrating work environment.
     As a “mortgage broker,” I am one of the last
Mohicans.  As of January, 2012, the PA Dep’t of
Banking reported that it regulated only 669 mortgage
“brokers” in the state.  I can’t find the figures now,
but I would easily guess that this figure was 5 times
higher at the peak.  Why?
    Early on, when regulation began to increase in
2009, many of the johnny-come-latelies closed their
businesses.  But, as the regulations mounted, as the
significant changes in how we’re allowed to exist and
conduct business mounted, and as the extra
paperwork grew, many of my friendly competitors
either changed occupations, retired, or became
“mortgage bankers” or “net branches.”  Without
getting into the subtle yet important differences, they
are no longer “brokers,” which I assure you, does not
benefit you!
     Whether stupid or stubborn, I assure you that I’m
committed to the “broker” concept, knowing this is
the best way I can benefit customers, both from a
mortgage AND a real estate sales stand-point. Thanks
to your referrals and direct re-commitments, I have
prospered during this difficult, transitional period.

                       Thank You & Best Regards, Laurence

http://www.prc-pa.net
http://www.pmc-pa.com


PROPERTY TAX APPEAL
- Stay on It!

     In previous newsletters, I’ve encouraged you to
look into appealing your property taxes.  I’ve helped
some of you with the process: help in the form of
advice regarding the process and help in providing
evidence that your home has declined in value, thus
possibly deserving a reduction in property taxes.  One
customer is saving $600 per year now.
     Appeals can be based only on the current market
values of properties in your area, i.e. “comparable
sales,” not by comparing assessment to assessment of
these properties.  With my access to our local real
estate Multiple Listing Service (MLS), I can provide
these comparable sales for you – feel free to call.
     Each county has its own tax appeal process.  In
Chester County, for instance, the filing window is from
May 1 to August 1.  There is a form which needs to be
completed with comparable sales documentation
attached, filed with the Assessment Office.  It is the
responsibility of the property owner to prove the fair
market value of their property.
     Once the fair market value is substantiated, the
counties’ Board of Assessment Appeals (BOAA) must
apply the Common Level Ratio (CLR) to determine
the assessment.  In Chester County, for instance, the
ratio has been set at 59% through 6/30/2013.  The CLR
is determined annually by the PA State Tax Equaliz-
ation Board, which goes into effect July 1  of eachst

year and must be the method employed by the BOAA
at appeal hearings.
     

INTERESTING FACTOIDS

• The 4 largest US banks hold roughly 40% of total
deposits, issue 50% of all mortgages, and issue 66% of
all credit cards.
• The 6 largest US banks hold assets equaling 63% of
the country’s Gross Domestic Product (GDP).
• All US banks make 30% of total corporate profits

Meanwhile ...
• Since the housing market’s peak, homeowners have
lost 7.3 trillion dollars in home equity.
• The cumulative wealth of the Forbes 400 was $1.54
trillion, roughly equal to the worth of the bottom half
of all American families.

LOCAL MARKETS UPDATE

   Our local real estate markets have finally stabilized. 
The valuation free-fall we’ve encountered since late
2008/early 2009 has certainly slowed, in most cases
stabilized, and in some cases, has reversed course.

    Averages can be deceiving.  Lower-priced property
valuations are still declining, especially in some
micro-locations.  Mid-range property valuations have
stabilized, and in some micro-locations, multiple
offers are increasing valuations due to limited supply
of listed property.  I’ve been saying to buyer clients,
“If it’s a good quality home, in a good location, and
priced ‘fairly,’ it will sell quickly.”

   No question, there’s pent-up demand.  Interest rates
are near all-time lows.  The housing affordability
index is near all-time highs.  The short-sale process
has improved dramatically.  Foreclosure-prevention
measures imposed by the government are finally
starting to work. [2.4 million homeowners benefitted
from 9/2008 - 6/2012- Fed Housing Finance Agency]

    There’s light ahead in the tunnel, my friends.



REFINANCE - TIME TO DO IT AGAIN ?!

     I’ve had some good laughs with customers at their
refinance settlements recently. 1-5 years ago, when we
last refinanced, we said, “Rates can’t go any lower,
this will be the last time - have a good life!” But yet,
here we are AGAIN!
     Mortgage rates have slowly declined further, hitting
new, all-time lows, hovered, slightly declined some
more, hovered, then recently declined even more.
   Who would have thought?  As crazy as it may seem,
if you have a 4.000% rate or higher, you might want to
investigate refinancing, yet again.  Feel free to call me
and we can crunch some numbers – is it worth doing?

NATIONAL ASSOC OF REALTORS  – 2011®

PROFILE OF HOME BUYERS &SELLERS

Characteristics of Home Buyers
• 37% were first-time buyers (50% in‘10, 47% in ‘09)
• The typical first-time home buyer was 31 years old,  
       while the repeat buyer was 53 years old.
• $80,900 - Median household income of all buyers
       ($62,400 among first-time buyers and $96,600      
        among repeat buyers)
• 18% were single females (lowest since ‘04)
• 64% were married couples (highest since ‘01)
• For 27%, the primary reason for the purchase was     
        the desire to own a home.

Characteristics of Homes Purchased
•  New home purchases were only 16% of all recent    
       home purchases.
• The typical home purchased was 1,900 sq. feet,         
       built in 1993, and had 3 bedrooms and 2 baths.
• For first-time home buyers, the typical home was      
       1,570 sq. ft., costing $155,000, with a median       
       principal & interest (P&I) payment of $794/mo.
• For repeat buyers, 2,100 sq. ft., costing $219,500,     
       with a median P&I of $1,006/mo.
• 77% of home buyers purchased a detached single      
       family home, 9% condo, 8% town/row home.
• When considering the purchase of a home, heating    
       & cooling costs (87%) and commuting costs         
       (73%) were very/somewhat important to buyers.
 
The Home Search Process
• 35% of home buyers, the first step in the home-         
       buying process was looking online for properties.
• 88% of home buyers used the internet to search for   
      homes.
• Real estate agents were viewed as a very useful         
information source by 98% of buyers who used         
an agent while searching for a home.
• The typical home buyer searched for 12 weeks and   
       viewed 12 homes.

Financing the Home Purchase
• The median down payment was 11%
      (5% for first-timers & 15% for repeat buyers)
• Regarding the mortgage application & approval        
 process, 23% reported it was somewhat more         
difficult than expected, 16% report it was much         
more difficult.
[The full report can be found @ www.prc-pa.net
 - click on the “Helpful Links” button.]

Joe Louis: "I don't like money, actually, but it quiets my
nerves."           

Humphrey Bogart:  "The only reason to have money is to
tell any SOB in the world to go to hell."

http://www.prc-pa.net


THE PERFECT LOAN FILE

     You’ve learned first-hand or heard second-hand
that the loan approval process has become more
difficult and frustrating, which is all too true.  Why?
     Many lenders and brokers have suffered stagger-
ing losses and gone out of business because of the
dreaded loan repurchase.  As mortgage delinquencies
and foreclosures increased, FannieMae/FreddieMac
(F&F) began to audit loans they had purchased and
discovered substandard and fraudulent origination
and underwriting practices that violated the represen-
tations and warranties made.  F&F began forcing the
originating lenders of these bad loans to buy them
back.  It doesn’t take many repurchases to drive a
small business out of business.
[I’ve maintained a 100% approval rate in 22 years
and have never been forced to buy back a loan!]
     So, between the repurchases, the tightening of
lending qualification criteria, and the incredible
amount of new government regulation in reaction to
the financial crisis, the mortgage origination process
has become ... more challenging!  In light of these
circumstances, the role of the mortgage Broker
(guiding & coaching) and the importance of early,
thorough prequalification has become even more
valuable now, even before looking at houses or even
before locking-in on a refinance saving.  It’s the
same mantra I’ve been preaching for years. 
     It’s important for the Broker to review the credit
and financial criteria beforehand.  It’s worth the extra
time to have this honest and thorough understanding. 
My advice can only be as accurate and comprehen-
sive as the accuracy of the information I receive.
     Besides early prequalification, it’s also important
to understand all the costs and the forthcoming
process to avoid surprises. This more comprehensive
dialogue up-front can prepare borrowers to begin to
accumulate the proper documentation. Thus,
complete documentation can be supplied quickly
when needed.
     Inconsistencies will be discovered – every nook
and cranny of the borrower’s financial and credit life
has to be corroborated, double-checked and triple-
checked, and reviewed again before closing.
     It’s important that the financial and credit docu-
mentation be critically reviewed by someone who is
experienced.  The customer benefits by avoiding
delays and frustration during the transaction, usually
for something minor.

THE PERFECT APPRAISAL

     To summarize the previous article: lenders are now
“neurotic” about borrower’s financial & credit criteria
and any perceived inconsistencies. The lenders are also
now neurotic about the property itself, the collateral.

     New laws, new regulations (“HVCC”- See p4 @

http://www.prc-pa.net/newsletters/Winter2010.pdf ), new
entities (the Appraisal Management Companies,
“AMCs”), new policies and procedures –  there have
been plenty over the past 3 years!
     Appraisers have been accused of “playing it safe”
with their opinions of value, not wanting to draw extra
attention from the lenders nor AMCs, from whom they
now receive their work orders.  Extra attention may
require them to perform extra work and generate more
explanations, or worse, it may mean being dropped
from the AMC’s approved vendor list.
     Lenders are utilizing Automated Valuation Models
(AVMs) much more extensively than they have in the
past.  AVMs are sophisticated computer programs
which gather data from multiple sources for the
purpose of helping to define the actual property (e.g. 4
bed, 2 ½ bath colonial, etc.) and to estimate the value
of the property – think Zillow, but much more robust. 
AVMs are cheap and quick. 
     Appraisers now have multiple AVMs, in essence,
looking over their shoulder, noting possible inconsis-
tencies in their work.  An inconsistency can draw the
attention of the lender, thus again, more motivation to
“play it safe.”
     The AMCs receive a good portion of the Appraisal
Fee, thus the appraisers themselves receive less pay
than they previously had to perform their job.  Addi-
tionally, appraisers must gather and analyze much
more information than was previously required by the
lenders; their work load has more than doubled.
     Less pay, more work, more anxiety, it’s no wonder
that many very experienced appraisers have retired or
changed occupations.  Thus, there is a lack of consis-
tency regarding the quality of the individual appraiser.
     The perfect appraisal?  It starts with a good quality,
experienced, confident appraiser.  Hope you get one  –
the selection is now, in essence, randomized.

http://www.prc-pa.net/newsletters/Winter2010.pdf


THE PERFECT APPRAISAL, Part II
- How Can You Help?

     According to a recent Realtor  survey, one-third®

of all agents reported transactions that were canceled,
delayed, or renegotiated lower due to low appraisals. 

     If you plan to list your property for sale or if you
plan on refinancing, here are 5 tips to help.

1) Tidy up the exterior and interior:  Know that there
will be photos taken for the appraiser and under-
writer to study. Put away the clutter, make the beds,
trim any overgrown & unkept bushes, etc.
   [Condition & Quality Codes:  Appraisers now are
required to not only take photos of every room in the
interior, plus the normal exterior shots, but are
required to designate a loosely defined grade code
for the property’s condition & quality (1 - 6: 1 being
new construction, 6 being dangerous/old/horrible).

2) List Improvements:  Don’t assume the appraiser
will perceive the property’s characteristics versus 
that which is noted in public record.  Also, don’t
assume the appraiser will discover, nor understand
the full extent and quality of your upgrades.  Prepare
a written list – what done & when.

3) Insist on Accountability & Professionalism: You
are permitting this stranger into your home for this
scheduled appointment (scheduled directly between
you and the appraiser).  Insist on receiving his/her
business card before allowing entry.
  If the appraiser is rude, unaccommodating, or some-
how unprofessional, deny the appraisal appointment
and tell your listing agent or mortgage broker right
away.  Another appraiser can be assigned to the job.

4) Understand the Market:  Get a list of “Sold”
homes for the past six months and “Active” compar-
able sales (“comps”) from me or your agent.  Get
comfortable with a realistic value range, before the
appraisal appointment.  If there is an important
distinction regarding one of the “comps,” hand the
appraiser the “comp” print-out and state the issues. 
Example: an exact same house 2 blocks away from
you sold last week for ‘x’ below your value.  Why? 
Maybe you know that the property was defaced
inside or sits in front of a bus terminal, etc.  Be
proactive with your response.

5) Get Real About Remodeling:  Know that your
project and improvement expenditures will never
equate, dollar for dollar, to appraised value.
     For certain well-done projects, yes, there will be a
return on investment.  [Remodeling Cost vs Value Report,

Philly (2011 - 2012), under“Helpful Links”- PRC website.]

     But some “improvements” are just actually
 “maintenance.”  Newer roof, hot water heater,
furnace, appliances, driveway?  Good, do they work? 
Good, people expect that.  But no added value.
     Unnecessary or highly individualistic remodels
might actually detract from the value.  The appraiser
could subtract from value the cost to undo the remodel.

     The perfect appraisal? – If you follow these tips and
if you, presented with the facts of the marketplace and
realistic valuations for the various characteristics and
attributes of your property, consider it fair, then yes,
you’ve got a “good enough,” if not perfect appraisal. 
In this new, crazy lending environment, you should
feel good obtaining “good enough.”
                                                        

VISIT MY WEB SITE
 - FOR NEWS YOU CAN USE - 

     On my PRC website, www.prc-pa.net , you will
find some very helpful and timely information.

     Under “Market Outlook”
- Market Conditions, written by local real estate             
    agents about their local markets in PA
- Home Price Analysis for Philadelphia region
- Real Estate Agent Survey for Philadelphia region
- Median Sales Price Statistics & Trends
- Local MLS 3  Qtr, 2012 “Economic & Market            rd

     Watch Report” - data delineated by zip code
- Local MLS “Market Snapshot” report -- 10/2012

     Under “Helpful Links” 
- Township re-sale code requirements & tax info
- Community Reports (just type in zip code)
- Public & Private school rankings & info
- Home, well, termite, radon, and septic testing info
- 2011 Remodeling Cost vs. Benefit Report
- 2011 National Profile of Home Buyers & Sellers

http://www.prc-pa.net
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   Attended the National Association of Realtors  (NAR) 2012®

Annual Convention in Orlando!  Wow!  It was a great 4-day

get-away in early November.  There was a multitude of

lectures, seminars and symposiums.  There was a ton of

vendors, all hustling to chat and get my business card.  The

venue was gigantic – the Mayor said that the Orlando

Convention Center was the 4  largest in the country.  From myth

aching feet at the end of each day, I believe it.  The group

sponsored a night out at the Universal Adventure Island, where

I had a chance to ride the much-touted Harry Potter “4-D” ride

through a fabricated castle – amazing!

<–   This is Lawrence Yun, Chief Economist for NAR.

I attended a fantastic seminar about the state of the housing

market and the outlook for 2013.  The chief economist for

Wells Fargo also made a presentation and I posed a question to

them during the Q&A.

This information is intended for entertainment purposes and

is solely advisory, and should not be substituted for legal,

financial, or tax advice.  Any and all financial decisions and

actions must be done through the advice and counsel of a

qualified attorney, financial advisor and/or CPA.

New resource from the Consumer Financial
Protection Bureau: A centralized location  to
report incorrect information about a credit
report and/or complain about the credit bureaus.
https://help.consumerfinance.gov/app/creditreporting/ask




