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Vulture real estate investors swoop in

Let the bargain hunting begin. Prices may still be falling, but they're low enough
for some investors to buy, sell, and pocket a tidy profit.

By Les Christie, CNNMoney.com staff writer
Last Updated: July 5, 2008: 7:32 AM EDT

NEW YORK (CNNMoney.com) -- Rock-bottom home prices
have finally begun to lure vulture real estate investors into
the fray.

Sharon Restrepo, a broker in South Florida, where home
prices have dropped nearly 27% over the past 12 months,
recently bought a three-family home in Cape Coral from a
very motivated seller for a mere $65,000. It listed for
$195,000.

She can rent the three apartments out for about $1,500 and
turn a profit, while she holds on to the property until the
market recovers.

"The savvy investors here," she said, "are buying up
everything they can.”

Quick flips
Even in the Seattle area, where prices are down just 5%

year-over-year, small investors like Liberty Capital, a three-
man operation, are snapping up cheap properties.

Liberty's portfolio manager Davis Hsu has purchased four
homes this year, including a "very clean" 2,700 square foot

four bedroom in suburban Federal Way, for about $330,000.

He estimated that he bought it at 70 cents on the dollar. He
quickly flipped it for a modest profit.

He bought another house for only $80,000, a 55% discount
from the market, he figured, and made $60,000 profit when
it sold. The other two properties he plans to hold onto for a
while, renting them out until the market rebounds.

"You can get good deals on distressed properties," Hsu
said, "if you're willing to wait two or three years before you
sell them."

Peter Zalewski, founder of Florida-based Condo Vultures,
LLC, which specializes in bulk purchases of condo
properties, is finding very deep discounts for his clients. In
one deal he recently negotiated in Tampa, a developer's
lender agreed to sell 149 units for $12 million - a 43%
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"The most significant thing is to stabilize the situation," Ball said. "Get people back in the house."
The new owners move in and start taking care of the properties, according to Ball. If that starts to
happen in large numbers, these communities may spring back to life.

On the sidelines

Despite these bargains, many big investors who buy in bulk have been slow to start shopping,
according to Jack McCabe, a Florida real estate consultant. They're after even deeper discounts,
and prices are indeed projected to keep falling in the next year - by double digits in parts of
California and Florida.

While Sharon Restrepo, the Florida broker, is doing individual deals, she's sitting out the bulk
purchases for now.

She was recently given the chance to broker a liquidation sale of 32 new homes in North Cape
Coral, priced from $122,000 to $127,000, down from $195,000. But she's not interested.

"They're not cheap enough for my guys - or me," she said.

Jack McCabe says he still sees "a large disconnect between what buyers are willing to pay and
what lenders are willing to sell for."

That's even more true in California, according to David Michelson, a partner in California-based
developer Three Arch Investors - despite the fact that home prices there are already down 35% in
the last 12 months. The company is putting together a $250 million vulture investing fund in
anticipation of even further declines, and will buy foreclosed homes in California, Nevada and
Arizona.

"The transactions are not happening yet," he said. "There are plenty of people looking, but the
lenders are carrying the cash value [of these distressed homes] at two or three times the actual
value," said Michelson.

Until banks reduce these prices - and take the write downs that will come with them - buyers like
Michelson won't budge.

He figures that the banks will have to start liquidating these properties by the end of the year to get
them off their books. And then, he says, the floodgates will open. m
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