
HOW TO BUY  
PREFORECLOSURE  
HOUSES FOR BIG PROFITS 

 Gateway 

No part of this course may be reproduced or transmitted in any form or by any means, electronic or 
mechanical, including photocopying, recording, or by any information storage and retrieval 
system, without permission in writing from the publisher. 

The information in this course is meant to enhance your interest in real estate.  All examples used are for 
illustrative purposes only.  This course is sold with the understanding that the publisher is not engaged in 
rendering legal, accounting, or other professional advice.  The publisher is neither an attorney or an 
accountant.  If legal advice or other professional assistance is required, the services of a competent 
professional should be sought. 

Lance Young, individually or corporately, does not accept any responsibility for any liabilities resulting 
from the actions of any parties involved.

Published by Gateway Investment Properties, Inc. 
Copyright Gateway Investment Properties, Inc. 
All rights reserved 

131be_000
Typewritten Text

131be_000
Typewritten Text



  

TABLE OF CONTENTS 

INTRODUCTION....................................................................................................... iv 

Chapter 1...................................................................................................................1 

WHAT IS A FORECLOSURE?...............................................................................................1 

HOW DO HOMEOWNERS GET INTO FORECLOSURE?....................................................2 

CAN A FORECLOSURE BE STOPPED? ..............................................................................2 

WHAT IS THE BEST WAY TO MAKE MONEY WITH FORECLOSURES? ..........................3 

EXERCISES ...........................................................................................................................5 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ..........................................................5 

Chapter 2...................................................................................................................6 

WHAT KINDS OF PROPERTIES SHOULD I BUY? ..............................................................6 

HOW IMPORTANT IS LOCATION?.....................................................................................11 

EXERCISES .........................................................................................................................12 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................12 

Chapter 3.................................................................................................................13 

WHAT IS EQUITY AND WHY IS IT IMPORTANT? .............................................................13 

WHAT IS THE BEST WAY TO FIND OUT IF A PROPERTY HAS ENOUGH EQUITY? ....15 

EXERCISES .........................................................................................................................15 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................15 

Chapter 4.................................................................................................................16 

HOW DO I FIND THE FAIR MARKET VALUE OF A PROPERTY? ....................................16 

GOING ONLINE FOR YOUR PREFORECLOSURE INFORMATION.................................16 

FINDING THE FAIR MARKET VALUE THE “OLD FASHIONED WAY” ..............................16 

THE MULTIPLE LISTING SERVICE ....................................................................................21 

REAL ESTATE AGENTS......................................................................................................22 

HOW CAN I FIND A GOOD REAL ESTATE AGENT? ........................................................25 

EXERCISES .........................................................................................................................27 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................27 

Chapter 5.................................................................................................................28 

HOW DO I FIND OUT WHAT IS OWED ON A PROPERTY? .............................................28 

WHAT IS A MORTGAGE OR A DEED OF TRUST? ...........................................................29 

JUDGMENT LIENS ..............................................................................................................32 

TAX LIENS............................................................................................................................33 



  

A TRIP TO THE LAND RECORDS OFFICE........................................................................33 

EXERCISES .........................................................................................................................37 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................37 

Chapter 6.................................................................................................................38 

TWO WAYS TO FIND PREFORECLOSURES WITH LOTS OF EQUITY...........................38 

A SAMPLE OF A FORECLOSURE NEWSPAPER ADVERTISEMENT..............................43 

EXERCISES .........................................................................................................................45 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................45 

Chapter 7.................................................................................................................47 

CONTACTING HOMEOWNERS BEFORE THE AUCTION ................................................47 

SAMPLE LETTERS THAT WORK! ......................................................................................51 

LOCATING OWNERS WHEN A PROPERTY IS VACANT..................................................53 

EXERCISES .........................................................................................................................55 

Chapter 8.................................................................................................................56 

NEGOTIATING WITH HOMEOWNERS BEFORE THE FORECLOSURE AUCTION.........56 

WRITING A CONTRACT WITH A HOMEOWNER ..............................................................63 

ALWAYS BUY TITLE INSURANCE AND HAZARD INSURANCE! .....................................68 

HOW TO SETTLE ON A PROPERTY IN FIVE DAYS OR LESS ........................................69 

EXERCISES .........................................................................................................................70 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................70 

Chapter 9.................................................................................................................71 

WHY YOU MUST KNOW ABOUT SHORT SALES .............................................................71 

WHAT IS A SHORT SALE?..................................................................................................72 

WHY WOULD A LENDER AGREE TO A SHORT SALE?...................................................72 

HOW DOES THE SHORT SALE PROCESS WORK?.........................................................73 

WHAT INFORMATION DO I NEED TO GIVE THE LENDER?............................................74 

THE ALL-IMPORTANT BPO (BROKER’S PRICE OPINION)..............................................75 

WHAT ARE SOME QUESTIONS THE HOMEOWNER MIGHT ASK ABOUT A SHORT 
SALE?...................................................................................................................................76 

EXERCISES .........................................................................................................................77 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................77 

Chapter 10...............................................................................................................78 

AN EASY-TO-USE FORMULA TO FIND OUT IF A PROPERTY WILL BE PROFITABLE .78 

EXERCISES .........................................................................................................................83 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................83 



  

Chapter 11...............................................................................................................84 

INSPECTING PROPERTIES INSIDE AND OUT .................................................................84 

EXERCISES .........................................................................................................................92 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................92 

Chapter 12...............................................................................................................93 

NOW THAT I HAVE A PROPERTY, HOW DO I GET IT FIXED UP?..................................93 

A CHECKLIST OF THINGS YOU SHOULD DO TO EVERY PROPERTY..........................96 

EXERCISES .........................................................................................................................98 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ........................................................98 

Chapter 13...............................................................................................................99 

NOW THAT I HAVE THE PROPERTY FIXED UP, HOW DO I SELL IT QUICKLY?...........99 

LISTEN TO YOUR REAL ESTATE AGENT!......................................................................100 

EXERCISES .......................................................................................................................102 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ......................................................102 

Chapter 14.............................................................................................................103 

HOW CAN I GET THE MONEY NEEDED TO FINANCE MY REAL ESTATE DEALS?....103 

DEALING WITH BANKS.....................................................................................................103 

FINDING AND USING A MONEY PARTNER....................................................................108 

EXERCISES .......................................................................................................................110 

IMPORTANT WORDS & TERMS IN THIS CHAPTER ......................................................110 

Chapter 15.............................................................................................................111 

A POWERFUL WAY TO MAKE BIG MONEY FAST --  "FLIPPING" CONTRACTS..........111 

EXERCISES .......................................................................................................................114 

IMPORTANT WORD & TERMS IN THIS CHAPTER.........................................................114 

Chapter 16.............................................................................................................115 

LET'S PUT TOGETHER WHAT YOU'VE LEARNED.........................................................115 

Chapter 17.............................................................................................................120 

"FAST START" STEPS TO SUCCESS..............................................................................120 
 




