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Preface 
 

Since 2006 the real estate market completely turned from a seller’s market to a 
buyer’s market. I really noticed the change in late 2005. Buyers stopped writing 
offers so quickly and listings were taking much longer to sell.  Nobody had any 
real concern because financing was still readily available and buyers were still 
looking—just taking their time. It was actually nice not having to compete with 
multiple offers on every house.  

Then came the mortgage meltdown.  A once red hot market turned into a 
freezing cold market for sellers. Over the last few years inventory has grown 
from approximately 1,800 homes on the market to roughly 5,400 at any given 
time.  Homes are sitting on the market on average 108 days, if they sell. I have 
seen some home prices come down as much a 40% in just two years. Foreclo-
sures are everywhere. Short sales are on the rise and financing is much 
harder to get at any level. 

The information on the next few pages just reiterates in the most basic terms 
what happened. I am certain it is not news to you, but it  is a reminder for 
home sellers why the market is where it is and what you can do if you would 
like to sell your home. 

 

Thanks for reading and let me know if I can be of service. 

 

Regards, 

 

Meyer LMeyer LMeyer LMeyer L    

 

 



What Happened to the Market? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

From 2002-2005 real estate 
values were artificially in-
flated due to a flood of buy-
ers that normally wouldn’t 
have been able to qualify for 
home loans. The frenzy of 
buyers drove the prices up-
ward like never before.   

Very loose lending guidelines 
handed down from Fannie Mae 
and Freddie Mac made it easy  
for lenders to make loans to 
people with stated income pro-
grams, no assets, and no 
money down. Ads like the one 
on the left were everywhere. It 
was FREE MONEY with no 
risk to buyers .  

Many of the programs were for 
mortgages with adjustable 
rates that would greatly in-
crease monthly payments for 
homeowners in a short period 
of time.  

Adjustable rate mortgages started adjusting and soon homeowners stopped 
paying their high mortgage payments. They were unable to sell their homes be-
cause the values had gone down so much. Banks were left holding the bag on 
millions of non-performing loans. People started abandoning properties and 
millions of homes went into foreclosure. Banks no longer had a stream of 
income and started going out of business. The government has since stepped in 
and is trying to solve the problem by giving banks the money they need to oper-
ate and taking some of the non-performing loans off the banks books. 



The Effects on Home Buyers and Sellers 

 

Without money to lend the banks have tightened the credit market and it is harder for 
buyers to get loans to buy your house.  

 

Fannie Mae and 
Freddie Mac tightened 
credit requirements for 
homebuyers.  Now every 
buyer must actually qual-
ify for their loan—
probably a good thing.  
Buyers of more expen-
sive homes that require 
“non-conforming” loan 
amounts (above $630k) 
are sometimes required 
to invest minimum down 
payments of twenty per-
cent.  

There are large numbers of foreclosed homes and short sale properties on the 
market (homes with loans that exceed their value) that have driven prices down. 

 

The lack of available fi-
nancing, foreclosure prop-
erties and short sale list-
ings have driven prices 
down. Fewer buyers are 
able to buy. Total sales 
and average sale prices 
are down significantly from 
the same time last year.  

(November 2007-2008) 



Do You Have Equity? 

If you have equity in your home 
and are current on your pay-
ments, you have a potential ad-
vantage over the short sellers 
and the foreclosures. If not, 
please skip a few pages to 
my Short Sale Section which 
will explain in detail what you 
need to do to get your home 
sold and avoid foreclosure. 

Many real estate agents and homebuyers are avoiding  short sale proper-
ties. Due to the low percentage of successful negotiations and the extraordinar-
ily long negotiation process. Short sales are listings that need third party ap-
proval by a bank because the mortgage is greater th an the property value. 
Most banks are not set up to handle short sales and take months to get back to 
buyers. Many times with rejections or unreasonable counter offers. The advan-
tage you will most likely have over bank foreclosure properties is condition and 
presentation. Many foreclosure homes are in poor condition, vacant and will re-
quire work that many buyers are unwilling to do. Often times there are no utili-
ties and showing in winter temperatures is uncomfortable. Many buyers and 
agents hurry through these listings without real consideration. 

 
Buyers Will Choose to Bid on 
Your House First 

As a solvent home seller with eq-
uity you will be able to show your 
home in its best light. As well, 
buyers and agents know that they 
will be able to negotiate more 
quickly with you so they are likely 
to bid on your home.  

You Could Have An Advantage 



Price, Condition and Marketing 
Price and condition are critical to your success in  this market. Here’s 
where a good agent can save you time and make you thousands of dollars.  

 

Price Properly  

A  professionally prepared market analysis with current sale prices and market 
statistics will determine the right market price for your home. At the right price 
your home can sell relatively quickly and for top dollar. At the wrong price, 
your showings will be few and far between and forge t about offers. There 
are no dummies in this market. A fair price will always be win-win for you 
and your buyers. You don’t need to give your home away, but you can not be 

greedy in this market. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Presentation Will Make the Difference 

Once your home is staged your agent (me if you choose) can prepare a photo 
presentation to be posted online. Eighty percent of all home purchasers are 
looking for their new homes online where the compet ition really begins. 
Buyers are eliminating hundreds of homes with bad or no photos before step-
ping into one. Make sure that your agent is serious about your onl ine pres-
entation. It will make the difference in your sale.  I have seen bad photos 
dissuade lookers from seeing good houses. Do not sk imp on this process. 

 

Stage Your Home 

In order to sell for top 
dollar you must stage 
your home if it needs it. 
More than ever utilizing 
the techniques of pro-
fessional stagers will 
make your home stick 
out like a rose among 
the thorns. Good houses 
are still selling quickly 
and it pays to stage. 
You will get more for 
your house if it looks its 
best. 



How Much Should You Expect to Negotiate? 
 

In November 2008, according to MRIS statistics, the average seller was accept-
ing nearly ten percent less than their asking price. That does not include seller 
concessions like paying for a purchasers closing costs and your half of the 
transfer taxes. Many sellers are paying the lion’s share of the purchaser’s clos-
ing costs at settlement.      

 

          November 2008 MRIS Montgomery County, MD Stats  

                                           
 

 

** If your home is priced properly and staged well,  you should be able to beat the  
    average by at least a couple of percentage poin ts. 

 

** The average home settled in November 2008 was on  the market for 108 days. 

               2008           2007  Change  

 

Total Sold Dollar Value   $ 224,791,913  $ 304,344, 372  - 26.14 % 

Average Sold Price:   $ 425,742   $ 518,474   - 17.89 % 

Median Sold Price:   $ 330,000   $ 410,000   - 19.5 1 % 

Total Units Sold:    528      587    - 10.05 % 

Average Days on Market:  106      99            99 7.07 % 

Average List Price for Solds:  $ 469,945    $ 560,974   - 16.23 % 

Avg Sale Price as a 

percentage of Avg List Price:  90.59 %    92.42%  



Should You Consider a Short Sale? 

 

If you are feeling the financial stress of losing y our home and owe more to 
the bank than your home is worth and/or are facing foreclosure your bank 
might agree to a short sale.  

 

 

 

 

 

 

 

 

 

 

 

 

There are currently millions of homeowners in the exact same issue as you are. 
You are not alone. The short sale can help you take control of the financial prob-
lems you are facing. 

A short sale occurs when the banks agree to take less of a payoff than you owe. 
The benefit to you is that you avoid foreclosure. Having a foreclosure on your 
credit can affect all aspects of your life from renting a home to getting almost all 
types of credit. Even potential employers are checking credit these days. It’s 
sad, but it’s the truth.  It is best to avoid foreclosure if possible. If you find your-
self in this situation  remember— bad things can happen to good people 
and this too shall pass. 

 
Once you have completed your short sale and avoided  foreclosure getting 
on with your life will be much easier and you will have a huge stress off 
your back. 

 

 

Facing foreclosure is not only 
financially stressful it can be 
embarrassing. By choosing to 
utilize the short sale you can  
avoid the public notice of fore-
closure and the public sale of 
your property at the court-
house. The short sale will 
give you the opportunity to 
deal much more privately with  
this issue. However, you will 
be obligated to disclose it to 
prospective purchasers and 
agents that show the prop-
erty. 



Details of a Short Sale 

 

If you want to pursue a short sale, there are procedures you must follow and there are 
guidelines your bank will use to determine if you are eligible. Short sales are different 
from regular sales and require more work and perseverance from you and your agent. 
They must be handled by competent professionals that have experience with short 
sales and systems in place. Persistence and preparation are the keys to getting a short 
sale through. 

 

** I can take the guesswork out of finding an agent. Although I am experienced and ca-
pable of handling short sales, I don’t accept short sale listings. I have taken the time to 
interview some excellent short sale agents and will refer you to them so that you have 
the best and most capable representation available. 

 

Many agents that take short sale listings are not e quipped to handle them prop-
erly. Often details fall through the cracks costing  you time, stress and possibly 
foreclosure.  

 

You Will Need to Commit to the Process 

 

Once you have decided to go the short sale route, you will need to commit to the proc-
ess.. The following points outline how you can handle your short sale effectively. 
 
 
• Contact your lender and locate the loss mitigation department. Make sure you are 

diligent in finding a manager or someone who is capable of making a decision. 
 
• Submit a letter of authorization to the bank to give your agent or real estate attor-

ney permission to deal on your behalf. It should include: 
 
    Your name 
    The property address 
    Your loan account number 
    Your representative’s contact information 
 
• Provide a CMA and a net sheet to the bank to illustrate what the current value of 

your property is and what you can expect the net loss to be after subtracting all of 
the expenses to sell. This should include any back payments, unpaid taxes, liens, 
brokerage fees, etc. Your agent will help you prepare this. 

 
 
 



• Prepare a letter of hardship to explain to the bank why you need to sell short. This 
should include all of the reasons why you are in this financial situation. In the past, le-
gitimate reasons have included: death, divorce, loss of job, illness or other catastrophic 
events. Other reasons are also legitimate. Don’t leave anything out. Buying expensive 
personal items, toys and cars are not legitimate reasons so beware. 

 
• Submit financial information including: recent pays tubs, bank statements, and 

employment information.   
 
• Act quickly to provide the bank with what they need . It often takes weeks for them 

to submit and process your short sale package once they’ve received it. At that point, 
the bank’s loss mitigation departments will assign a negotiator to deal with your repre-
sentatives 

 
• Submit purchase offers to your bank promptly. You may negotiate low offers be-

fore sending them to the bank in order to avoid the bank rejecting them. The offers can 
be accepted upon third party approval of the bank. The bank will need to see that your 
buyer is qualified to purchaser by reviewing all of their financial information. In addition, 
banks rarely pay other sundry items and practically always negotiate broker’s fees. It is 
a good idea to have your agent post in the listing that brokerage is subject to 
bank approval. 

 
 

Things to Remember 

• You can request that the bank not submit adverse credit information to the credit bu-
reaus as part of the negotiations , but  they are under no obligation. Remember, in the 
end, a short sale is much better than a foreclosure. 

 

• You should approach your lender and submit your sho rt sale package before of-
fering your home for sale on the MRIS.  Some agents will only show your short sale 
if they know that it has been approved and that your lenders are ready to negotiate.  

 

• You will need to disclose to potential buyers that all offers will require third party ap-
proval from your bank. 

 

• You should also do your best to make sure your home shows as well as it can. Keep it 
clean, tidy and as well maintained as possible under the circumstances. Also, make 
sure your home is accessible to buyers and agents. The quickest way to lose buyers is 
to make it hard for them to see your home. A lockbox is the best way to insure that 
your home gets shown. 



Pricing Your Short Sale Property 
Putting an artificially low price on your home to get rid of it quickly is not in anybody’s best 
interest and banks do not look favorably upon this practice. Many agents without experi-
ence, looking to make a quick buck are guilty of this. If an agent wants to price your home 
too low, call another one. The price should be justified. Make sure your agent provides a 
comprehensive market analysis using recent comparable data for the last 90 days. Once 
again, the bank will ask to see this information and they will make sure that the home is be-
ing sold at or close to fair market value. The bank will hire their own appraiser and agent to 
provide a value range on the property.  Banks care about the bottom line and will only ac-
cept a short sale if the numbers work better than a foreclosure.  

Many loans are insured with private mortgage insurance, so banks don’t lose as much as 
you would expect. When they are forced to foreclose the insurance covers the loss on the 
mortgage. However, much of the recent financing was structured without mortgage insur-
ance. In that case, they are more likely to consider reasonable offers. If you took out  two 
loans on your home at settlement your lender is probably not covered by mortgage insur-
ance.  Make sure you apply for a short sale with both of your lenders (first and second trust 
holders). 

 

Consider Alternatives 
 
There are other potential solutions besides loosing your home that you might want to con-
sider. Private loans from family to bring your loan current, getting a tenant or roommate, 
deed in lieu of foreclosure, credit counseling, loan modifications and bankruptcy. In any 
case you should speak to a real estate attorney to determine if bankruptcy is an option and 
which type is best for you. 
 
 

 



Many homeowners are facing challenges as their interest rate and monthly payments have 
increased. 

Operation HOPE, Inc. (HOPE) has established the Mortgage HOPE Crisis Hotline to provide 
free services to assist individuals that need answers and guidance on how to resolve mort-
gage loan payment issues.  

If you have mortgage challenges, call the Mortgage HOPE Hotline – 888-388-HOPE (4673) – 
for our FREE services: 

• How to negotiate with your lender 
• How to apply for loan modifications 
• How to avoid foreclosure 
• How to sell a house and purchase an affordable home 
• How to restructure your existing debt and obligations 

Operation Hope 

http://www.operationhope.org 

 
Operation Hope was formed to help homeowners in mortgage crises. They offer all types of 

counseling and advise for homeowners in financial crisis. Check the web address above or call 
the number below to get help and advice regarding your particular situation. 

This information was found  on the Operation Hope w ebsite. 



IRS Requirements  

In the past, the IRS required short sale individuals to claim debt forgiveness as income. 
Many people were not advised of this before making the decision to sell short and ended 
up in tax trouble with the IRS. In 2007 the Mortgage Forgiveness Debt Relief Act of 2007 
was passed.  

 

The following information was copied directly from the IRS Web Site, but you should still 
confirm the information with your accountant if you have questions: 

 

What is the Mortgage Forgiveness Debt Relief Act of 2007? 

The Mortgage Forgiveness Debt Relief Act of 2007 was enacted on December 20, 

2007 (see News Release IR-2008-17). Generally, the Act allows exclusion of in-

come realized as a result of modification of the terms of the mortgage, or 

foreclosure on your principal residence. 

What does that mean? 

Usually, debt that is forgiven or cancelled by a lender must be included as 

income on your tax return and is taxable. The Mortgage Forgiveness Debt Relief 
Act of 2007 allows you to exclude certain cancelled debt on your principal 

residence from income. 

Does the Mortgage Forgiveness Debt Relief Act of 2007 apply to all forgiven or 

cancelled debts? 

No, the Act applies only to forgiven or cancelled debt used to buy, build or 

substantially improve your principal residence, or to refinance debt incurred 

for those purposes. 

What about refinanced homes? 
Debt used to refinance your home qualifies for this exclusion, but only up to 

the extent that the principal balance of the old mortgage, immediately before 

the refinancing, would have qualified. 
 

Does this provision apply for the 2007 tax year only? 

It applies to qualified debt forgiven in 2007, 2008 or 2009. 
 

If the forgiven debt is excluded from income, do I have to report it on my tax 

return? 

Yes. The amount of debt forgiven must be reported on Form 982 and the Form 982 

must be attached to your tax return. 

 
Do I have to complete the entire Form 982? 

Form 982, Reduction of Tax Attributes Due to Discharge of Indebtedness (and 

Section 1082 Adjustment), is used for other purposes in addition to reporting 
the exclusion of forgiveness of qualified principal residence indebtedness. If 

you are using the form only to report the exclusion of forgiveness of quali-

fied principal residence indebtedness as the result of foreclosure on your 



principal residence, you only need to complete lines 1e and 2. If you kept 
ownership of your home and modification of the terms of your mortgage re-

sulted in the forgiveness of qualified principal residence indebtedness, 

complete lines 1e, 2, and 10b.  Attach the Form 982 to your tax return. 
 

Where can I get this form? 

You can download the form at IRS.gov, or call 1-800-829-3676. If you call to 

order, please allow 7-10 days for delivery. 

 
How do I know or find out how much was forgiven? 

Your lender should send a Form 1099-C, Cancellation of Debt, by January 31, 

2008. The amount of debt forgiven or cancelled will be shown in box 2. If 
this debt is all qualified principal residence indebtedness, the amount 

shown in box 2 will generally be the amount that you enter on lines 2 and 

10b, if applicable, on Form 982.   
 

Can I exclude debt forgiven on my second home, credit card or car loans? 

Not under this provision. Only cancelled debt used to buy, build or improve 
your principal residence or refinance debt incurred for those purposes 

qualifies for this exclusion. 

 
If part of the forgiven debt doesn't qualify for exclusion from income under 

this provision, is it possible that it may qualify for exclusion under a 

different provision? 

Yes. The forgiven debt may qualify under the "insolvency" exclu-

sion. Normally, a taxpayer is not required to include forgiven debts in in-

come to the extent that the taxpayer is insolvent.  A taxpayer is insolvent 
when his or her total liabilities exceed his or her total assets. The for-

given debt may also qualify for exclusion if the debt was discharged in a 

Title 11 bankruptcy proceeding or if the debt is qualified farm indebtedness 
or qualified real property business indebtedness. If you believe you qualify 

for any of these exceptions, see the instructions for Form 982. 

 
Is there a limit on the amount of forgiven qualified principal residence in-

debtedness that can be excluded from income? 

There is no dollar limit if the principal balance of the loan was less than 
$2 million ($1 million if married filing separately for the tax year) at the 

time the loan was forgiven. If the balance was greater, see the instructions 

to Form 982, page 4. 
 

Is there anything else I need to know before filing? 

Yes. Because the Mortgage Forgiveness Debt Relief Act of 2007 was passed so 
late in the year, the software systems used by tax preparers and at the In-

ternal Revenue Service need to be updated to accept the revised Form 982. 

The IRS expects to be able to process the new Form 982 electronically on 

March 3, 2008. 

 

**This ruling is in effect for three years from the date of inception. 



Deficiency Judgment  
 

Under Maryland law, your mortgagor has the legal right to pursue a deficiency judg-
ment for the balance of the mortgage you were unable to pay.  A judgment is a legal 
ruling that says you owe money. Sometimes payments for judgments are automati-
cally removed from your paycheck by the courts. If at all possible you should get 
something in writing that states they agree not to pursue a deficit judgment. 
 

 

Foreclosure 
 

Because I am not a real estate attorney, I can’t gi ve you legal advice regarding 
foreclosure specifically on your home. I can howeve r make you aware that the 
laws regarding foreclosure in Maryland have changed  and that you do have 
rights when it comes to foreclosure. 

 

Last year Governor O’Malley signed into effect the: 

 

Real Property–Recordation of Instruments Securing M ortgage Loans and Fore-
closure of Mortgages and Deeds of Trust on Resident ial Property Bill. 

 

It’s amazing, but that is it’s actual name. The purpose of the bill was to extend the 
period of time that it takes a lender to foreclose on a home from the first non-
payment.  Based on an article I read online at  www.calculatedriskblog.com . It 
seems the quickest amount of time a foreclosure could take place in Maryland is 150 
days, but more likely it will be much longer. The average in Maryland was 274 days.  
That means if you have just recently missed a payment, you should have time to fig-
ure out a solution. 
 
For details go to: 
 

http://www.calculatedriskblog.com/2008/04/maryland-foreclosure-law-changes.html 

 

or call a real estate attorney. Don’t waste time, because every minute still counts. 

 

 

 

 



You Can Sell In This Market 

 

Clearly the times have changed for home sellers. The market has shifted in the 
complete opposite direction than it once was. If you are selling your home to buy 
a more expensive home, that could really work in your favor because deprecia-
tion is relative. If not, remember it is impossible to time the market . 

 

Even though this is a difficult market for the average seller, you can sell your 
house. In many ways, it emphasizes how important it is to g et down to the 
basics:  pricing, staging and marketing.  No gimmic ks. 

 

If you are faced with a foreclosure, but would like to avoid the stigma and credit 
repercussions, a short sale might be your option. I understand that you face 
tough times and that this can be a very humbling ex perience. You are one 
of millions of people that are in the same predicam ent and you can take 
control of your situation.  

 

In either case, I can assist you in achieving your goal. I have twenty years of ex-
perience as a top producing real estate agent at the number one RE/MAX in 
Maryland. I know how to net you top dollar for your home in the least amount of 
time, even in this market. I know where to get you help if you want to sell short.  

 

Feel free to call or email any time for answers to your questions. 

 

 
Meyer Leibovitch 

RE/MAX Realty Group 

C) 301-674-5227 
O) 301-921-2635 

 


