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Letter from the Editor 
Summer is right around the corner. We want to welcome Rahul/Aditi Ghate to the Clear Sky 
Family. I have known Rahul for almost 20 years. We worked together in my previous life in 
Data Warehousing. Welcome!! 

April was a very good month at Clear Sky Financial. We were back up to eight loans which is 
our normal volume bringing in about 1.8M. We originated seven firsts and one second on a 
3-property cross collateralization loan in Virginia.  I will explain this deal in our Deal of the
Month section. We expect May to be another strong month for loan originations and loan
paybacks. We are one of the few private lenders who are still in the business of lending. We
have tightened up many of our lending parameters in response to COVID-19 but we are still
in the market. May monthly loan payments were better than expected. We expect June to be
good as well.
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“The biggest adventure you 
can take is to live the life of 
your dreams.”– Michael 
Jordan 

Food for Thought 
Thank you to those who attended our May events.  We were also asked to be on a Super 
Star panel of investors through Traction REIA on May 14.  Then on May 22, we hosted our 
second webinar in the Clear Sky Financial Education series entitled The Roadmap to 
Wealth.  It was well-attended and engaging. You can see replays of all our events 
at http://www.cskyfinancial.com/upcominevents.html 

If you are not on our invitee list for these webinars, please let us know and we would be 
happy to add your email address to our contact list. 

We are in the middle of building out courses for our Clear Sky Education Program.  The first 
course in the Roadmap to Wealth series entitled Fundamentals of Real Estate Investing  
will be delivered as a pilot on June 4 to about 15 students. Stay tuned for more 
information. 
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6 Signs That You Should Walk Away from a Deal 
 
1. After Repair Value (ARV) Is Based on Zillow/Trulia 
Trying to determine the after-repair value of a home by doing an internet search is one way of setting yourself up for a 
disaster. It is not that you should not use the internet to get an idea of how much your ARV will be, but your research should 
not just end there. You need to pull the comps yourself through your local MLS. If you do not have access to the MLS then 
you need to speak with a local expert real estate agent. A real estate agent who knows a lot about the area where you want 
to purchase the property would be in a better position to give you a more accurate ARV. 
 
2. Deal Does Not Have an Exit Strategy 
Anything can go wrong when investing in real estate. Without an exit strategy, you might find yourself stranded. Some of 
the strategies you can employ include: 

• Wholesaling to another real estate investor 
• Fix/Flip 
• Buying/Holding 

If none of the exit strategies mentioned are feasible or you cannot formulate one, then you should let the deal go. 
 
3. Eraser Math 
Eraser math is the justification to cut corners by using an eraser on your numbers to make the deal look better. There are 
two places where this might occur. You might try and justify a higher ARV to make the deal look better. This is very 
dangerous. The next item that might get reduced is the renovation. YOU CANNOT CUT CORNERS ON THE RENOVATION; 
IF YOU ARE TRYING TO MAXIMIZE YOUR ARV! 
There is a reason the 70% rule is so effective — so when you start using eraser math to figure out your 70%, you stand to 
lose a lot of money. When you get too excited about a house flip and then try to adjust the numbers to suit your situation, 
that’s when you get into trouble. If you find yourself trying to adjust the numbers so that they can look good on paper, that 
is likely a sign that you are about to get into a bad deal. 
 
4. Investing All Your Life Savings in The Flip 
The bigger the risk, the greater the reward, right? Well; at times.  But are you willing to take the risk with your life savings? If 
you want to invest money in real estate, you should consider using Other People’s Money (OPM). Hard Money Lenders 
(HMLs) are the best/easiest place to start. You can always find people who are looking to invest by networking and forming 
relationships. A good place to start would be attending Real Estate Investor (REI) meetings. Get investors interested by 
offering them good deals. No one will give you their hard-earned money if you are the only one benefiting from it. 
 
5. Managing the Rehab Without Experience 
Reality TV shows have people believing that rehabbing a house involves slapping on a new coat of paint, replacing the 
flooring and selling the property for a profit. This misconception has people believing that anybody can renovate a house 
without experience. If you try to renovate a house on your own and you do not know what you are doing, you risk not 
renovating the home properly. As a result, a number of issues can come up in the future for the homeowner and even for 
you as the seller. If you don’t have a clue as to how to renovate a home, find someone who does. There are plenty of 
talented contractors who are good at their job; you just have to find and meet them. 
 
6. Your Gut Tells You Otherwise 
Investing in real estate comes with a lot of fear, but with a few tips you can easily overcome it. However, if you have an 
overwhelming sense of fear about purchasing a house, then you probably should not. You should acknowledge that there is 
a possibility you are in over your head if you your gut constantly tell you that the deal might not work out well. 
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The Impact of the Corona Virus on the Housing Market 
You may have heard the expression that all politics are local which means that people are most interested in 
issues that relate to them and their community.  This expression never been truer than in the current real estate 
market which is being impacted by the Corona pandemic.  I would like to take the opportunity to bring this 
epidemic closer to home and make it local. 
 
First, let’s examine rentals.  One of the big drivers of housing values is rental rates.  With more than 38% of 
households renting in Northern Virginia and more than 50% of the households in DC renting, a reduction in rental 
rates and collections would have a huge impact on home values.  If you do a search on Google for “corona rent 
default rate” you will find thousands of hits.  The NY Times and Wall Street journal reported that nearly a third of 
Americans didn’t pay their rent in April.  That is a huge problem.  However, we need to look more locally to 
understand the Corona impact on our region.  In our portfolio approximately 5% of the tenants have had 
difficulty paying their rent as a consequence of the Corona virus.  Rental payment rates have a very big impact on 
property values.  There are a multitude of reasons why people are still able to pay their rent in our region despite 
the epidemic.  These reasons include the role that government is playing in employment such as providing 
sustainability loans and grants and unemployment pay and the rate at which people in the DMV are effectively 
able to work remotely.  If we extrapolate rent defaults from our own portfolio to the region, we can anticipate 
that rental defaults in the DC area are going to be much lower than in other parts of the country.  A strong rental 
market will help stabilize rental prices and maintain asset values. 
 
As a result of the Corona virus, real estate agents are coming up with creative ways to show occupied homes via 
online tours.  Vacant houses are shown on schedules whereby just one group of buyers take a look at homes at a 
time.  We are having no difficulty moving entry and mid-market houses in our region.  Our flip properties are not 
staying on the market more than a week or two.  Why?  First, our properties are vacant so they are easy to tour.  
Second, they are in great condition.  Third, there are very few properties on the market right now.  Even though 
housing sales are down overall, prices are sustained because there are fewer properties available than there are 
buyers.  This is a simple example of supply and demand.  We are getting top dollar for well renovated homes. 
 
What is going to happen next as the DC region reopens and more housing products are made available?  Well, 
this isn’t going to happen all at once and we will need to monitor changes over the near term.  There is likely 
going to be a reluctance for buyers to put their homes on the market for a while.  So, it is distinctly possible that 
there will be sufficient demand to continue to support prices with only a moderate decrease in values.  So far, we 
haven’t seen any trend activity that mirrors what happened in 2008 where values in some areas fell as much as 
50%.  There may be a higher number of defaults and foreclosures coming, but banks are working furiously on 
forbearance agreements with borrowers and are in no rush to drive up foreclosures.  Stay tuned as we continue 
to monitor price activity over the coming months. 
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April Deals 
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The deal involved a 3-property cross collateralization loan that we did on a few townhouses in Dale City, VA. The purchaser 
bought the houses using a "Subject To" on the firsts. A "Subject-To" is a way of purchasing real estate where the real estate 
investor takes title to the property but the existing loan stays in the name of the seller. We provided the buyer with monies 
(SECOND) on each property so he could renovate/flip all 3 properties. The three properties were owned by the same seller. 
The first trusts on each property were appx $120,000 (each). Each property had an After Repair Value (ARV) of 
approximately $275,000. So, we put a SECOND on each property for about $75,000 ($225,000 Total) each for purposes of 
giving cash to the seller and to renovate the property. We always talk about the numbers when investing in real estate, in 
the end the LTV (Loan to Value) / ARV on each one was ($120,000 + $75,000) / $275,000 = 71%. We like to stay at 70% or 
below but we have very high knowledge of the assets. These assets are entry level and will sell. 
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