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Letter from the Editor 
 
Happy Holidays! We hope everybody has a safe and fruitful holiday season! We want to 
welcome Janet Sue Rose to the CSF family. We also want to thank those of you who have 
increased your positions with us in the last few months. 
  
November was a good month. We originated seven loans for $2M. Five loans were First 
Trusts and two loans were Seconds. All of the loans were in Maryland. Maryland seems to 
be the place for finding good inventory. December/January will be high volume even 
though the DMV marketplace is slow for distressed assets. 
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CHUCKLE’S 
CORNER 
 
Dear Santa, 
 
This year, please give me a big 
fat bank account and a slim 
body. And please, don't mix 
those two up like you did last 
year! 
  
 Food for Thought 

We have a newly designed website www.cskyfinancial.com. Please take a look at our 
communication/event page. We are starting to stack up our page with events that we have 
done in the past. We have a section on how we build a loan, so, if you are interested please 
view that. All of our newsletters are there as well.  
  
We have launched weekly podcasts called Basement Tales. It is a podcast on various real 
estate investing subjects based around stories that have happened to us in the past. Below 
are links to our podcast.   
 
You can access them on  
https://podcasts.apple.com/us/podcast/basement-tales/id1541056033 
or  
https://www.youtube.com/channel/UC0R91IRsAunltHsXN9ygf_Q  
or  
https://anchor.fm/clearskyfinancial 
  

http://jdorganizer.blogspot.com/2009/01/helping-you-save-coin-banks-and-money.html
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://flickr.com/photos/etolane/2264813765
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Six Tips for Bidding at Courthouse Auctions  
 
A good way to purchase properties is at the courthouse steps. We have purchased hundreds of houses at the courthouse steps. In 
Virginia/Maryland, 98% of the sales are at the courthouse steps. In DC, the sales are conducted by actual auctioneers. Examples of auction 
houses are Alex Cooper, Harvey West Auctioneers, Tidewater Auctions, and MDC Auctioneers. 
These properties are being sold because the owner of the house has not paid on their loan, resulting in a lender foreclosure. This is the finale 
of the foreclosure process whereby the property is transferred. The property will either be sold to a third party bidder (investor/end user) or 
the bank will take the property back. Below are six tips for bidding at a foreclosure auction. 
 
1. Know the location of the auction. 
This is usually straightforward, except for the instances where a property borders on a city or county line. The trustee sale ad or foreclosure ad 
in the newspaper will have the location. Keep in mind that all of these sales are PUBLIC SALES and they HAVE to be advertised in a local 
newspaper. Also once in a while the sale might be held at the property that is being foreclosed upon. 
2. Understand the position of the foreclosing instrument. 
This is probably the MOST important tip. You have to understand the positioning of the loan that is foreclosing. Is it a First, Second, or possibly 
Third? Ninety percent of all foreclosure auctions are First Trusts. Why does this matter? It matters because if you are bidding on the Second 
Trust, you will be responsible for the First Trust payoff, etc. If you are bidding on a Second trust that was originated sometime after the First 
Trust, you might also need to pay off any liens or judgments that got on title in that time frame. It is always safe to do a title search on every 
property that you bid on! In our case, we do not have time for this, but we will always do this in case we think the bank is foreclosing on a 
Second or Third. Most times you can go back to the ad and determine what position the loan is in by looking at the origination date and loan 
amount. I cannot tell you how many times I have seen an investor overpay for a Second Trust not realizing there is a First Trust. What is the 
result? A lost bid deposit! 
3. Know how much money you should bring. 
All foreclosure sales need you to have cashier’s checks. They will take cash (I would not recommend this), but they will not take personal 
checks. When I bid on houses, I have a stack of cashier’s checks made out to me so I can simply endorse the checks over to the substitute 
trustee (usually a law firm). The ad will tell you how much the deposit will be. Sometimes they will say 10% of the bid or $30,000, whichever is 
less. The amount of money on each sale will range from $5,000 to $100,000. It is best that you bring increments of cashier’s checks like 
multiples of $5,000 or $10,000. I used to bring $1,000s back in 2008/2009 but have since stopped using $1,000 checks for simplicity. 
4. Occupancy. 
You need to go and do an occupancy check on the property. Keep in mind you are buying the property as is, where is, and with or without an 
occupant. It is your responsibility to remove the occupant either by eviction or a keys for cash agreement. Furthermore, if the property is 
occupied, you have to understand whether the occupant is a tenant or the former owner. If the individual is a tenant, you might be subject to a 
lease. Another good rule of thumb is: when you are checking on occupancy, knock on the door and talk to the occupant to determine if they 
are hostile or not. Be careful here! 
5. Know your numbers! 
Obviously the first number you need to know is the ARV (after repair value). Once I get this number, I will just back into my highest bid. I 
subtract out buying costs, holding costs, selling costs, PROFIT MARGIN, and renovation costs. Three of five costs are fixed costs depending on 
the amount of purchase sale. You generated the profit margin that you want. The two costs that are variable and might either help you or hurt 
you are holding costs and the renovation. The renovation cost is your most important cost. This has to be estimated, because you are not 
allowed to enter the property before the auction. So you will have to get good at window estimating or front door estimating.  
6. Understand any deed restrictions. 
FHA could have a 1 year right of redemption. The IRS has a 120 day right of redemption. Usually these notices are in the trustee sale or 
foreclosure ad. 
 
Keep in mind courthouse buying is very competitive. Most likely there will be a lot of bidders. Most of these bidders, like ourselves, will be high 
volume buyers who can afford a smaller profit margin. Do not get caught up in the bidding frenzy and overbid. I have seen this too many 
times where investors overbuy at the courthouse steps. Simply get outbid and move on to the next one! 
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What to Watch in 2021 
We are watching the market intently. The impact of COVID-19 is just starting to resonate in the residential real estate market. Prices in the 

DC metro area are stabilized and near their peaks. In order to avoid health risks, and also to wait out job market uncertainty, not a lot of 

people have their properties up for sale. Even financially distressed borrowers are not motivated to sell due to forbearance options that 

are currently available. Interest rates also remain at record lows. This is the perfect storm to sustain and drive up prices. Other markets 

such as New York and San Francisco are seeing material demographic changes as single professionals move out of the city centers seeking 

lower cost and larger housing arrangements. 

 

We can assume that interest rates are going to stay low until the recessionary environment stabilizes. What we do not know is how 

housing supply will be affected in 2021. It seems likely that there could be two market moves in 2021 which will increase supply in the DC 

metro area. First, the regular spring market will start just as vaccines are made available to the public. People who have been holding off 

on marketing their home might decide to sell and add to the housing inventory. Second, as foreclosures restart in the later part of the 

second quarter, more inventory will come onto the market. It is not likely that these volumes are going to outstrip the supply and drive 

retail prices down in the DC area.   

 

Macro price trends are more likely to impact the DC metro market. Due to COVID-19’s adverse impact on remote working and retail, both 

markets are about to enter a free fall. It is difficult to establish if the collapse of business retail and commercial office space prices is going 

to spill over into the residential real estate market. At first glance, residential and commercial real estate do not appear to be tightly linked. 

However, value is driven up by the commercial offerings in a lot of semi-urban areas such as Reston Town Center, Old Town, and boutique 

neighborhoods in DC. Perhaps this will cause an equalizing of values, with prices coming down in semi-urban areas that no longer offer 

diverse retail experiences and prices going up in suburban and rural areas that offer more space and lower density. We have investors who 

are doing well by finding assets in the most remote commuter areas from DC where there is currently huge demand. 

 

Here are some trends to look for to understand the major market drivers in areas where you want to invest. Check inventory levels of 

properties available versus properties that are sold each month. Look around and see if there are cars in the parking lots of office 

buildings to see if people are back in office spaces. Check and see if retail shops are closed for good or just have limited hours. Consider 

the local employers and if they are offering mostly telework opportunities. Read the newspaper to see if foreclosures have started, and 

check the courthouses to see if the eviction courts are busy. These are just some of the data points that we use to determine market 

trends. You can follow them, too, and be the first to know if it is a good time to buy or sell.  
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