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Process Steps for Multi-Family Investing in Emerging Markets

Choose an Emerging Market

Goal:  Purchase 3-5 properties in each market

Perform Market Research – 
1) Determine cities with highest job growth 

Sources: 

· US Census Bureau of Labor Statistics

· Milken Institute

· Expansion Management Magazine Top 50 List and other lists they have. 

· Apartment Finance Magazine

· Inman.com, Reis.com

· CRE broker research (CBRE, Marcus Millichap)

· Google Searches. 10 top cities job growth, quality of life, etc. 

· Southern Business Development and Site Selection Magazine to see what they are saying about different markets and why companies should move there such as cost of living,  low taxes or tax incentives, quality of life, etc.

1) Decide on type of market to enter:  

· Primary markets – major cities 

· Secondary – Population = 500,000-1,000,000

· Tertiary – Population = 200,000-500,000

· Properties in secondary and tertiary markets; less competition from large players, institutional investors)- less chance of overbuilding

2) Use Emerging Markets Checklist to determine if market meets emerging criteria; make local contacts:

3) Contact local Economic Development Dept, Chamber of Commerce
· Request master plan, path of progress, other economic info (e.g. incentives, economic forecasts, etc.) job growth current year and last 3 years

4) Contact local Building Dept-
· Request info on # multifamily housing permits issued past 7 years, determine trend (if tapering off, supply may be high), turnaround timeframe on permit requests, # in pipeline

5) Research local newspaper press releases (online)
· Information on growth, economic forecasts, path(s) of progress.

6) Make final decision on market.

Begin Marketing Campaign/Generate Deal Flow

Goals: 

· Contact minimum of 5 new brokers per week
· Direct mail minimum 50 mail pieces per week 
· Run customized internet searches twice per week
· Place classified ads in local emerging market papers
RE Brokers:

Goal:  4-5 good brokers on your team. 

· Research Loopnet for brokers in emerging market (and potential deals)
· Call brokers regarding a property on Loopnet; Use Lindahl script
· Get list of brokers in market area at www.CCIM.com; Call and use script
· Begin to build relationships:  
· Make follow-up phone call contacts at least once per week until a deal is found; keep up with local events that impact their market/share info.
· Consider going out to market to “tour” available properties, further build relationship.

Direct Mail:
· Obtain supplies; hire person to stuff and stamp
· Establish target list:Out of town owners,Burned out landlords,
                    50+ unit owners 
· Use List Services to expand target list 

                 First American Title

                 www.claritas.com
                 www.dataquick.com- 

                 www.melissadata.com
· Contact local city officials for information (e.g. 50 unit owners/assessor office, burned out landlords, evictions/housing court Summary Process list)
· Send out direct mail pieces using Lindahl letters 
· Direct mail frequency should be:

                     Landlords in eviction:  every time list is updated

                     Out of town owners:  every two months

                     50+ owners:  every two months

Internet sources: Customize Searches
· Loopnet.com

· PropertyLine.com
· CIMLS.com
Local Classifieds:
· Place “We Buy Apts” ad in local paper (monthly cheaper than weekends only)
· Review classifieds for potential deals; call sellers (weekly)
Other Sources for Potential Leads:  
· Network with “team members” for potential leads (see steps for Building Your Team)
· Go to reia or Apartment Assoc in the mkt you are focusing on and let people know what you are looking for.

Building Your Team

Goal:  Find at least 2 for each category, unless otherwise noted

The team should include the following individuals/companies:

Get referrals from all of these people for other disciplines.

1) RE Brokers-minimum 5  (this should already be underway as part of the marketing campaign)

2) Property Management Companies
· Use IREM.org to find certified property managers (CPM’s)
· Interview prospective managers (including current mgr for property) using Lindahl scripts & 93 questions checklists 
3) Property Inspectors
· Get referrals from brokers, property management companies, appraisers. Ensure the inspection company follows ASTM standards
4) Lenders
· Local lenders in emerging market: get referrals from brokers  
· Local lenders use them for market information or to get referrals.
· Mortgage Brokers- 
                        Eric Stewart 321-615-8919

                        Eric@ccnac.com Atlantic Business Capital

5) Appraisers
· Get referrals from brokers, property management companies, lenders
                         Ensure the appraiser is MAI certified and on bank’s list of appraisers 
6) Attorneys

· One to review P& S and Lending terms

· Litigator, The bull dog in market
Action Steps: 
1) Put Local Team Together : brokers, property mgmt companies, appraisers, inspectors, attorney, lenders and find local bank.

2) Analyze Potential Deals Use MUPF, and Underwriting Template. 

3) Search for funding sources Private money and Institutional (local to the market, national)
4) Make Offers Minimum # per week
5) Due Diligence
* Financial due diligence (before travel to market)
-            * Physical due diligence (use Lindahl checklist)

             * Have property manager do drive by the day you get the property under contract.
6) Maintain contact with funding sources to ensure smooth close
7) Close deal and property takeover
8) Transaction Management--property performance, investor relations, accounting (revenue collections, expense payments)

Here’s the basic process

Make offer

Get offer accepted

Get P&S from Broker or Seller’s Attorney
Have Your Attorney review P&S

Get P&S Signed

Have Property Manager drive by property

Get Financial Due Diligence For You and Your Lender’s review(some people do this after LOI signed or before LOI) 
Call Inspector to schedule inspection(inspection typically 10-11 days after you signed contract if your financial due diligence is done)

Inspection passes

Send out property package to Investors

Engage lender by paying $7-20k for term sheet or application fee (same thing)

Stay on top of lender and private money people to get deal closed

.
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