
REO Investment Properties 
“Which one should I buy?” 

By:  HomeReplay, LLC 
 
As we start the new year of 2011, it promises to be more of the same.  The economy is still sluggish, unemployment remains 
high, and foreclosures rates are continuing to climb.  The retirement accounts people have been counting on for years are now 
evaporating under the added strain of bad economic conditions, increased taxes and government intervention and a general 
malaise of the public towards the future.   
 
Due to these factors many investors are finding it necessary to take a more active role in their investment strategies.  They are 
no longer willing to let some “wall street” yuppie with no business experience handle their retirement accounts or more to the 
point, their family’s future.  To some investors the answer is to take a more active role in controlling their investments by 
becoming involved with more tangible assets, ones they can see, touch, and feel – like real estate.  For these awakened 
investors, owning rental property can be an extremely effective way to protect their capital and generate cash flow. 
 
If this describes you, then you may want to 
consider investing in real estate as the long-
term hedge against the current financial 
disaster.  When starting in real estate there are 
many different ways to get involved, from single 
family houses to multiple family apartments.  
Therefore you need a plan to follow when 
investing in real estate. 
 
One of the better buys in today’s market are 
bank owned properties.  Know as REOs (Real 
Estate Owned) these properties are ones which 
have gone through the foreclosure process and 
are now owned by the bank.  Since banks are 
not in the rental property business, these REO’s 
(single family and apartments are available) are 
good sources for investors to obtain great 
property at even better buys.  The downward 
spiraling economy caused by the collapse of the 
sub-prime mortgage loans, has given rise to a 
glut of foreclosed homes in every city around 
the country.  Thus, one of the first and most 
important questions an investor has to answer 
is – “Which property should I buy?” 

 
WHICH PROPERTY SHOULD I BUY? 

 
  

 
As you ponder this question, two more immediately pop into your mind.  “How much should I pay for the property?”  And – “How 
much are the repairs going to cost to fix the property?”  All are questions you need to answer before you buy.  So then – How do 
you go about answering these questions and how do you know if your answers are right?   
 
The most important part of your plan is the formation of a process or methodology to follow when buying property.  Aspects of 
this plan should include – property selection, property evaluation and reporting, cost analysis for long-term investment purposes 
as well as repair cost estimating and finally some estimation as to the future value of the property.  These are important 
elements you need to include in your plan or business model before you start buying property. 
 
So now the question becomes – “Do I have to develop this process myself or can I use an existing business model?”  The 
answer is you can do either.  If you want to take the time and effort to build your own system and experiment with several 
properties until you get the “kinks” worked out of the system, go ahead and do it yourself.  Nothing is wrong with this approach.  
It has worked in the past for many and it will work for you. 
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If, however, you want to take advantage of the super buys caused by all the foreclosures, then you might want to try a slightly 
different approach and not spend your time reinventing the wheel.  Use someone else’s wheel (or business model) and start 
today being properly prepared to compete against other investors for the great buys in REO property.  You will be fascinated by 
the range of property types, styles and condition of these REO’s which range from very “high-end” homes to “starter” homes.  
As an investor, you will need to decide which market to pursue, the house “flipping” market or the “rental” market.  No matter 
which market you pursue, you will need tools to help you make wise decisions about which property to buy. 
 

 

One of the best ways to achieve a stable, repeatable process for evaluating property is to 
have a software tool that addresses all of the issues like – Which property to buy?  How 
much to pay for this property?  What are the repair costs going to run me?  And what is the 
expected value after repairs?  These questions and more are answered by HomeReplay’s 
exciting new software product called Rapid Property Analyzer (RPA).  This software tool 
consists of a systematic process to help you evaluate potential property for investment 
purposes.  By using this software the investor evaluates each property the same way using 
the same criteria.  This approach allows the investor to identify his return on investment 
(ROI) using a standard set of rules for evaluating all properties. 

RPA contains a series of charts and graphs that enable the investor to compare up to eight properties at a 
time.  This is an extremely valuable tool because it presents multiple properties at a time to the investor, all 
calculated using identical criteria and charted on the same baseline.  This is one of the most unique 
features of RPA and provides immediate benefit to the investor making it a valuable decision making tool. 
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Property Comparison Summary
Property Specifics Property 1 Property 2 Property 3 Property 4 Property 5 Property 6 Property 7 Property 8
Street Address 4411 Oliver 2443 Oliver 2718 Raymond 2810 Raymond 3714 Smith 4325 Monroe 4534 Gaywood 1804 Dubois
City Fort Wayne Fort Wayne Ft Wayne Ft Wayne Ft Wayne Ft Wayne Ft Wayne Fort Wayne
State Indiana Indiana Indiana Indiana Indiana Indiana Indiana Indiana
Square Feet 1,025 2,516 672 770 992 970 920 1,500 S
Number of Units 1 3 1 1 1 1 1 1 U
Bedrooms 3 5 2 2 3 3 2 2 M
Bathrooms 1 3 1 1 1.5 1 1 1.5 M
Taxes $176 $798 $160 $156 $232 $140 $266 $322 A
Insurance $300 $450 $300 $300 $300 $300 $350 $350 R
Monthly Rent $475 $1,425 $440 $440 $450 $300 $450 $475 Y
List Price $7,500 $21,050 $5,000 $5,000 $7,500 $6,500 $12,000 $4,155
Estimated Current Value $24,105 $23,127 $30,903 $20,195 $33,268 $19,005 $35,758 $36,699 R
Estimated Rehab Costs $12,570 $13,659 $10,307 $9,701 $4,649 $15,258 $1,258 $14,734 E
Maximum Offer Price $7,500 $21,050 $5,000 $5,000 $7,500 $6,500 $12,000 $4,155 P
Total Costs $20,070 $34,709 $15,307 $14,701 $12,149 $21,758 $13,258 $18,889 O
Estimated Fair Market Value $39,818 $40,200 $43,787 $32,321 $39,080 $38,010 $37,331 $55,116 R
Projected Net Worth Increase $19,747 $5,491 $28,480 $17,620 $26,931 $16,252 $24,073 $36,227 T

Increased Property Value & Estimated Rehab Costs
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Increased Value
ReHab Cost

4325 Monroe Ft Wayne Indiana 46806

Amount
$1,990
$2,654
$1,990BathWalls & Ceilings $1,327

$15,258

ESTIMATED REHAB COSTS
Category

Floors
Kitchen

Amount
$995

$2,654

Category
Windows & Doors

Plumbing & Electric

Total Rehab Costs:

Amount
$332

$1,990
$1,327

Category
Curb Appeal

Roof/Foundation
HVAC

Rehab Cost Estimation Report       

Rehab Cost Breakdown
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In summary, Rapid Property Analyzer provides a common baseline for analyzing data on different properties.  It also removes 
positive or negative feelings the investor has formed on the property.  By using RPA reports, results can be easily compared to 
each other because the same assumptions were used for all calculations.  Having RPA enables the new investor to draw upon 
a wealth of experience of seasoned investors, helping him to make better decisions right from the start.  Experienced real estate 
investors know that time-is-of-the-essence when buying property and the faster you can make decisions, the better. 

 

For more information visit www.homereplay.com
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http://www.homereplay.com/

