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Welcome Members & Guests

OriginationPro Marketing System
OriginationPro Mortgage School Students

v Our goal is to help loan officers become and stay experts & help
them market like experts. Experts make more money in every
industry.

v That is why we focus on training and marketing systems.

v’ Trial members of the marketing system good for 14-days and you
have access to all marketing materials.

v’ Students of our courses get extended free trials.

v" We will not spend time today going over the system as this is a
commercial free presentation—however, feel free to ask
guestions at the end.



Introduction

In this session we analyze the reasons why people purchase
real estate. There is no doubt that a home is the most important
investment of a lifetime for most Americans. A home has
several economic and social-economic advantages over
renting. Most loan officers and real estate agents are familiar
with the concepts, but cannot explain how they work simply to
the average consumer.




The Social-Economic Benefits

The America
Dream-
Our focus is
economics
but let’s not
forget....

There are many emotional benefits to home
ownership — including the tendency of homeowners
to become more fully ingrained into a community.
Studies have shown that even the children of
homeowners fare better over the long run.

Additional social-economic benefits of home
ownership include:

» Security for one's family. There is no landlord to
ask you to move.

« The freedom to choose. You can paint your walls
any color or have pets.

« The pride of ownership. Owners take care of
their properties and their neighborhoods.

« Safety. Neighborhoods with owners are
generally safer than those dominated by renters.
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Focus of This Presentation

While these non-economic benefits are substantial, this session
will focus on the financial benefits of becoming a homeowner. The
reason we all aspire to own real estate is simply this: we desire to
accumulate wealth. There is a good reason that America has one
of the lowest savings rates of industrialized countries, but remains
the richest country in the world: Real Estate. The Federal Reserve
Board's Survey of Consumer Finances has continuously disclosed
that the average net worth of owners is over 10 times greater than
the net worth of renters.




Economic Benefits

What are these economic advantages? There are three (plus one) basic
economic reasons for purchasing a home:

1. Real estate is an investment. Using the concept of leverage, we will
learn exactly why real estate consistently outperforms other investment
vehicles—even during periods of low inflation.

» This concept also includes the additional factor of principal
reduction, or a forced savings plan (the “plus one”)

2. Real estate is a tax deduction. More and more tax breaks have been
cut from the menu in the interests of tax simplification. The mortgage
interest deduction has suffered nicks and scratches, but has emerged
as the major survivor in the world of tax strategies — though the recent
tax plan has changed the numbers.

3. Real estate is an inflation hedge. Even in times of low inflation,
monthly rents move upward much more quickly than a mortgage
payment.




The New Tax Law

There is no doubt that the numbers are affected by the new tax law.

» Because the law is new—the final conclusions are not in.

« The law will affect various price ranges and tax brackets differently. And it
is unknown how the “investment value” and other values of home
ownership will be affected.

 Forthat reason we have not changed the numbers we have used — but
make certain notes where relevant.

« The numbers we use are simulated examples.

 What is more important is the fact that today people are questioning the
financial value of home ownership because of the law. But that is
because they don’t understand ALL of the benefits of ownership.

 Thus, it is even more important today for you to be knowledgeable about
and be able to explain ALL of the benefits.




Real Estate as an
Investment — the
Concept of Leverage
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Projections Made

Any prediction of the future is just that—a
prediction. We do not aspire to be any
more accurate in presenting a scenario for
the future of housing appreciation than the
so-called economic experts.

We feel the best approach is to assume a
low rate of appreciation to be conservative.
It is the concept of leverage that makes
housing an excellent investment in any
inflationary environment.

12



What is the Concept of Leverage?

Leverage is defined as the ability to control a large asset
with a smaller asset. For example, you can purchase
$200,000 in real estate using $10,000 or less in cash
assets. You can leverage real estate highly because of
these factors:

« Real estate assets have a long history of appreciation.
This means security for those institutions that would lend
against this asset.

* There is a complex system to record ownership of
property—older than the United States itself.

« There are consistent national standards for qualifying
purchasers of real estate. These standards reduce the
risk that a real estate loan will default.

13



Median Home Prices

Median Existing Home Prices
Source: MNational Association

Of Realtors
Table

1970

$24.300

Value in First
Quarter of
2019?

$254,800!

About 10
times as

much as
1970!

1975

$39.600

1980

$89.300

1985

595,400

1990

$97.300

1995

$117.000

2000

$147.300

2005

$219.000

2010

$172.900

2015

$221.900




Our Calculations

Note that we use $100,000 or other even numbers as a base home
value and/or mortgage calculation, because you can use even
numbers to easily extrapolate to your value — and they are simple so
that we can concentrate on the concepits.

Extrapolation: For a $300,000 home, just multiply the numbers by
three. In addition, real closing costs will vary based upon the mortgage
amount and other factors. Therefore, you are encouraged to do your
own analysis based upon actual numbers of the transaction.

Never overlook

1 . ‘ . '-_ - \ \\

of sStmplicity |
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Return on Investment

Let us compare a simple example in
which we invest a cash asset of $10,000
over a number of years, either by leaving
it in the bank or by purchasing $100,000
of real estate. The table assumes a 3.0%
rate of interest in investments for a total
gain of $3,439 after ten years. It also
assumes a 3.0% appreciation rate for real
estate during this time period. Factored in
are a $5,000 cost of purchase (closing
costs) and 10% cost of liquidation (sales
costs). It should be noted that, assuming
the property is sold after ten years, these
costs are $15,000, which is more than the
original asset. Yet the gain after ten years
is over $19,000, or over an 11.0% annual
rate of return on the $10,000 investment!

Return on Investment

;;10

Years | $10,000 | $100,000

Cash | Property

3| 9927 | (-8572T)

51 %1593 3927

$3,439 | $19.392

15| $5580 | $40.797

20 | 58061 | $65.611

30 | $14.273 | $127.726
Assuming 3% rate of gain,

5,000 down payment, $5,000
closing costs, and 10,000
selling costs.

Table




Leverage Rules

What if the rate of home appreciation slows down to 2% per year? What
if you try to sell the real estate after two years? What if the down
payment is 20% of the purchase price? Generally, these rules apply:

« Low rates of appreciation. The effect of leverage will lessen with lower
rates of appreciation. However, in the long run, real estate will still
outperform savings based instruments.

« Holding periods. Because of the cost of real estate acquisition (figured
in our examples to be 5.0%) and the cost of real estate disposition
(figured as 10.0%--including maintenance), there must be a
reasonable holding period for gain on real estate.

* Increasing the down payment. Generally, the larger the down
payment, the smaller the percentage-return on real estate. Remember
the concept of leverage requires that we control as large an asset as
possible with the smallest asset possible.

» Maintenance. Note that the costs of maintenance goes up for existing
homes, but starting prices are lower than new homes.

17



Principal Reduction

Mortgage principal reduction. In
addition to the leverage principle,
the gain on real estate is
Increased by a reduction in the
principal amount of the initial
mortgage on the property. In
simple terms, as one owns a
house, one builds up additional
equity because each mortgage
payment reduces the amount of
the principal balance outstanding.
This assumes that the home
owner does not opt for an interest
only loan—popular in the past but
not as accessible more recently.

Principal Reduction

30 Year Term
$100,000 Loan Term
5% Fixed Rate Loan
Annual | Cumulative | Outstanding
Year | Principal | Principal Principal
Reduction | Reduction Balance
1 3147534 5147534 $98.524 66
2 155117 | $3,026.51 $96.973.49
3 $1,630.19 34 65669 $95343.31
4 $1,713.59 36,370.29 $93.629.72
5 160176 5817205 $91,828.45
6 $1,693.42 | 31006547 $89.935.04
7 $1,990.29 | $12,055.76 $67.944 75
8 3209211 | 314 147 87 $865,852.63
9 $2,19915 | $16,347.02 383,653 .46
10 $2 31166 $18,658.68 $81.341.82

Table ;
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Net Return on Investments

With these concepts in mind, let's
take a look at a comparison table
that takes our money in the bank and

Net Return on Investments
$100,000 Home

With Principal Reduction and Equity Gain
Assuming a Mortgage Held for 10 Years

. . . Down Payment | 20% 10% 5%
compares its earnings with those Total Investment | 525,000 | $15,000 | 510,000
from a purchase of $100,000 in real Loan Amount | $80,000 | $30.000 | $95.000
Home Invest- | Assumes 5.0% 30-year loan

estate over ten years. We have Appreciation | ment 85,000 closing costs and

i it Rate Retums 8.0% cost of sale.

var!ed the appreciation rates, return = o i e
on investments, and down payments. 1% 4% | $34,102 | §40.771 | $44.172
0 i h% b% | $44,062 | $52 217 | $56,371
We also assume 5% closing costs 2 e TS B T SCAEoE TSCT ety
and 8% selling costs. The total 7% 7% | 566,725 | 578,268 | 564,098

Calcuiations are as follows;
Home price appreciation over 10 years
+principal reduction aver 10 years
-lost investment returns over 10 vears
-costs of purchase (closing costs) and sale
=Total return on home investment

Table

investment is the down payment plus
the 5% closing costs.

19



Net Return on Investments

Next, let's look at the impact of
varying the number of years you
own your home. Since you only
have to pay closing and sales
costs once, you will benefit most
from a longer ownership period. A
long holding period assures
positive returns even at low
appreciation rates.

Net Return on Investment
$100,000 Home

With Principal Reduction and Equity Gain
Assuming a 5% Mortgage and 10% Down payment

Mumber of Years Held

3

5

10

Home

Appreciation

Savings
Interest

Assumes 30-year mortgage
with closing costs of 55,000

Rate Rate | and 8.0% costs of sale.

3% 3% (§1,672) | $6,618 | $30,274
4% 4% 9805 | $11,036 | $40,771
5% 5% $3.329 | $15628 | §52 217
6% 6% %5900 | $20.399 | $64.626
7% T% $6.519 | $25.351 | $78,268

Calculations are as follows:
Home price appreciation over amount of years

+principal reduction over amount of years

-lost investment returns over amount of years
-costs of purchase (closing costs) and sale

=Total return on home investment

Table

20




Real Estate as a Forced Savings Plan

We introduced the concept of principal reduction in tandem with the
concept of leverage. However, principal reduction also makes the
monthly payment on a home more affordable in terms of real costs,
as opposed to “out-of-pocket” costs.

This is why it is important to understand the structure of mortgage vs.
the structure of rent. It is a simple equation:

* When you pay rent, 100% of the rent goes to the landlord.

 When you pay a mortgage, the interest is paid to the lender, but
the principal pays down the loan, building equity.

21



Real Estate as a Forced Savings Plan

Let us take a very simple example. In this case a $300,000 30-year
mortgage at 5.0%. The payment on the mortgage is $1,610, which
Includes principal and interest. In this case we will assume the total
mortgage payment is $2,000, including taxes and insurance. We will
also assume that payment of rent for the same property is $1,700.
Thus, it appears the owner is paying $300 more per month for the
privilege of owning.

However, let us break the payment down:

Month Principal Interest
1 $360 $1.250

60 5460 $1.150
Average $410 $1.200

Note: all numbers are rounded for ease of comprehension.

22



Real Estate as a Forced Savings Plan

Thus, on the average for the first five years of the loan, the owner is
really paying $1,590 for the mortgage (2,000 minus 410) and the
renter is paying $1,700. This money comes out of the home's
"savings account"” only when the home is sold or if the owner takes a
loan against the equity in the home. If the owner lived in the home for
30 years, eventually the mortgage would have been totally paid off.
The renter pays rent forever. Because the savings are not accessible
and because the home owner must make these payments each
month, the concept is referred to as a forced savings plan.

As impressive as these numbers are, we have not considered two
other important aspects of the comparison — tax deductibility and
inflation protection. We will cover these in the following sections of
this presentation.

23



The Concept of
Rental Equivalency

24



Rental Equivalency — Tax Savings

The term rental equivalency refers to the determination of an
individual’'s mortgage payment after the effect of tax deductions, as
compared to the rent they are presently paying. The mortgage
payment after taxes that is the same as their rent is that person’s
“rental equivalent.”

Another way of stating this?

For the rent you are paying, you could purchase a home of
amount and keep your payment the same after taxes.

The concept can also be applied to move-up buyers because the
increased mortgage payments can also be reduced by the amount
of tax savings. We refer to this as re-leveraging.

25



Rental Equivalency

Let us take an example of someone who is paying $1,300 each month in
rent. Let's also assume the same home would cost $250,000. Once again
we use an even number so you can extrapolate.

Rent Owning Mortgage Payment (PITI)
$1,300 $250,000 Sales Price $1,211.00 Principal & Interest (PI)
237.500 Maortgage Z50.00 Real Estate Taxes (T)
5.25%* 30 Year 50.00 Homeowners Insurance (1}
$1.610.00 PITI {rounded)
\//\/_/

*includes lender paid mortgage insurance

In this example the mortgage payment is $310 more than the rental payment
of $1,300 each month. It is also natural for a prospective purchaser to say:

“l can hardly afford my rent. How can | afford $310 more each month?”

26



Questions to Answer

In order to answer this question, we must compare the rent payment with the
mortgage payment after the tax benefits have been calculated. To do this, we
must answer the following:

«  How much of the mortgage payment (PITI) is tax deductible?
 What tax bracket is the borrower in?

Fortunately, most of the mortgage payment carries tax benefits, because the
interest and real estate tax portions can be deducted from one's income. The
calculation is as follows:

$237,500 mortgage x 5.25% = $12,468.75 annual interest, or $1,040.00 monthly

Therefore, $1,040.00 out of the total Pl payment of $1,311.00 is interest and is
deductible, along with the real estate taxes—

$1.040 Interest

Total deductible portion of 250 Real Estate Taxes
$1,610 payment: $1.290 80% of total PITI

27



Now that we know the
deductible portion of the
payment, we can determine
the tax bracket of the
borrower and calculate the
tax savings. Using the
Federal Monthly Withholding
Tax Charts, we find the
following:

In other words, what looked
like a $300 gap is now
equalized with this analysis—
and certainly the monthly cost
of the home will not affect the
equity one will gain with
regard to homeownership
versus renting.

Borrower's Income (Single):
Borrower's Present Federal Tax:
Borrower's Income after Deduction:
Borrower's New Federal Tax:

Tax Savings:

Rental Equivalent:

Tax Savings:

Rental Equivalent:

Actual Rent on Same Property:

Note: All numbers are rounded for ease
of comprehension.

*We are lowing the borrower's taxable
income by giving them a deduction.

572,000
51,000
54, 700"
$700
5300
51,600
(-) 300
$1,300
$1,300

annually, or 6,000 monthly

(36,000 minus $1,290)

Total Mortgage Fayment

In this case the "table" ends at just
over £5,000, but the brackets show
that the tax rate is 25% of the
amount over $5,000.

If someone is in a 25% tax bracket
and 80% of the mortgage is
deductible, then the mortgage
payment is generally reduced by
about 20% because of taxes. This
i5 & good “approximation” number.
In this case, 18.75%.

28




Looking at a Tax Withholding Table

Wage Bracket Method Tables for Income Tax
SINGLE Persons—MONTHLY Payroll Period

[ ] (For Wages Paid through December 31, 2016)
And the wages are— And the number of withholding allowances claimed
At least Bmmﬁs 0 1 2 3 4 ] 6
The amount of income fax to be withheld is—

ﬁ $2400] s2440]  s298]  9248]  s195]  s144 $94 $55 §21

2,440 2,480 302 292 201 150 100 99 29

2,480 2,520 308 258 207 156 106 63 29

2,520 2,560 314 264 213 162 112 67 33

2,560 2,600 320 270 219 168 118 4! 37

2,600 2,640 326 276 225 174 124 79 4

2,640 2,680 332 231 180 130 79 45

2,680 2,720 338 237 186 136 85 49

2,720 2,760 344 243 192 142 a1 93

2,760 2,800 350 249 198 148 97 57

2,600 2,840 356 255 204 154 103 61

2,840 2,880 362 261 210 160 109 65

2,680 2,920 368 267 216 166 115 69

2,920 2,960 374 273 222 172 121 73

2,960 &U‘ﬂﬂ 380 0 279 228 d 78 127 77 |

]

Note that the tax brackets were lowered slightly with the new plan.
This will lower the benefit — again slightly. The standard deduction
increase is a more important factor.

29



State Tax Savings

There are also state tax savings for most borrowers. They are not shown
because many times the borrower will need the deductibility of state taxes
paid to exceed the standard deduction given to tax payers who do not
itemize deductions. Those who do not have enough itemized deductions
to reach the standard deduction without the mortgage payment will not
fully realize the tax savings for mortgage deductibility, especially for lower-
cost homes. Eliminating the analysis of state and local tax savings
minimizes this effect — (see new tax plan)

Note that this is not an issue for move-up buyers who are already
itemizing deductions. Also, the full effect of deductibility may not be
realized in the first year of ownership because you will pay less than a full
year of mortgage payments.

30



The New Tax Plan

The increase in the standard deduction is where the new tax plan comes
in. The rise in the deduction to $12,000 for singles and $24,000 for
married couples obviously magnifies the deduction effect. Especially for —

* Married couples buying lower priced homes

For a married couple buying a lower priced home, the tax deduction
benefit may be wiped out completely — though with prices rising, there are
fewer “lower priced” homes.

Likewise, on the upper end of the scale, the $10,000 max deduction for
state and local taxes (including income taxes) and $750,000 loan cap
(new loans only) for allowable deductible interest will have an effect.

Interesting note: you might think they gave a great benefit to Americans by
raising the standard deduction. But remember, they took away personal
exemption which could be used even if you did not own a home.

31



Monthly Cash Flow

There is another factor which affects the affordability of the
home on a monthly basis. While the homeowner receives a
tax deduction, the benefits of this tax deduction is not
realized on a monthly cash-flow basis. Basically, most new
homeowners cannot afford to increase their monthly
payment by 20% and wait until the end of the year to
receive a refund. Thus, what they must do is adjust their
"withholding exemptions" so that their monthly withholding is
decreased by the same amount as the tax benefit.

In order to do that, they must fill out a W-4 form with their
human resources department. The calculation of the correct
exemptions is an easy process. If the monthly savings is
$300 as in our previous example, you would go back to the
monthly withholding chart. The person was single and
therefore was allowed one exemption. You would go to their
monthly income without the deduction and move to the right
until the taxes are reduced to close to $300.
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Wage Bracket Method Tables for Income Tax

SINGLE Persons—MONTHLY Payroll Period
(For Wages Paid through December 31, 2016)

And the wages are— And the number of withholding allowances claimed
At least E!Lilt_I less 0 1 2 3 4 5 (5]
an

The amount of income tax to be withheld is—
52,400 52,440 5206 $246 $195 E144 $94 $55 521
2,440 2,480 302 252 201 150 100 29 295
2.480 2,520 308 258 207 156 106 63 29
2,520 2,560 314 264 213 162§ 112 67 33
2,560 2,600 320 270 218 168 118 Fi 3
2,600 2,640 326 276 225 174 124 75 41
2,640 2,680 332 282 231 1807 130 79 45
2,680 2,720 338 288 237 186| 136 85 49
2,720 2,760 344 294 243 1921 142 o1 53
2,760 2,800 350 300 249 1 ElBi 148 o7 57
2.800 2,840 356 306 255 E{H} 154 103 61
2.840 2,880 362 312 261 210} 160 108 65
2.880 2,920 318 2 216] 166 115 69
2,920 2,960 3 324 27 22| 172 121 73
2,960 3,000 330 2 228 178 127 I

In the above example, we will assume the person makes
$3,000 monthly. Their monthly tax withholding at one exemption
is $330. To achieve a $100 change in withholding, they would
have to take three exemptions.
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Rental Tax-Equivalents Chart

To save you the steps of these complex calculations, we have devised a chart that calculates
the rental equivalency of mortgage payments. The chart assumes that 80% of the typical
mortgage payment will be tax deductible and the borrower(s) are in a 25% tax bracket. You
can use the table to extrapolate to other mortgage payments. For example, the tax savings
for a $950 mortgage payment would be one-half of the difference between $900 and $1,000.

Of course, today, there are plenty of online sites that will help you with these calculations.
For example, the IRS has a withholding calculator Click Here. However, it is important during
training to do these calculations manually so that you understand the concepts thoroughly in
order to explain them to clients.

Rental Tax-Equivalents
Assumes a 20% reduction of Total PITI
Or a 25% tax savings on the interest & taxes which is 80% of PITI

Total Mortgage Payments (PIT1)
Monthly
Payment $800 | 5900 [ $1,000 | $1,200 | $1.500 | $2,000 | 2,500
Rental
Equivalency | $640 | %720 FG00 $960 | $1.200 | $1.600 | $2 000

Table

Mote: This table will vary as imcome tax rates change as well as by variations in
property taxes and income. In general, those purchasing more expensive homes
are more likely to have slightly larger write-offs and those purchasing the least
expensive homes will have slightly lower write-offs.
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Section Three

The Mortgage
Payment as an
Inflation Hedge
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Long-term Affordability

We have discussed the investment aspects of a home
purchase. Clearly the use of leverage causes real estate to be
a superior investment at any level of appreciation in the long
run. The concept of rental equivalency makes the investment

affordable in the short run. Plus, we are also participating in a
forced savings plan.

But what about the affordability of a home in the long term?

36
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Inflation Hedge

How does the home stack up against renting five,
ten, and twenty years from now? As time goes on,
home ownership becomes even more and more

affordable because a home is an inflation hedge.

What is an inflation hedge? We all know what
inflation is. It is the tendency for expenses to rise
over time. We know that rent is subject to inflation. If 5
your present rent payment was $800, a 5% rate of
rental inflation would make the payment
approximately $1,300 in ten years.

A hedge is an instrument of financial
protection. An inflation hedge protects one
against future costs of inflation.

37
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Inflation Hedge

Why does a mortgage payment resist
inflationary pressures? Because the
largest portion of the mortgage
payment is the loan repayment (P&l),
which is fixed when the homeowner
selects a fixed rate mortgage. The
remainder of the payment will be
subject to inflation. Specifically, real
estate taxes, homeowners insurance,
and association dues will tend to
move up with inflation.

However, since these are only a small
portion of the payment, the overall
payment will not increase as fast as
rent. Note that the payment on
adjustable rate mortgages may
change independently of inflation.

A Typical Morigage Payment
$100,000, 30 Year Mortgage at 5%

Principal and Interest (P&l) $537
Real estate taxes 100
Homeowner's insurance 40
Total PITI 077
Portion subject to inflation $140
Percentage subject to 21.0%
inflation

In the example, only $140.00 or 21.0%
of the total mortgage payment is
subject to inflation. We will use 20% as
an even number. This will reduce any
effective inflation by a factor of five,
i.e., an inflation rate of 5% will become
1%. In other words, the rent payment
will move up at a speed of five times
the amount of the mortgage payment.
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Inflation Effects on Rent and

Using the Table, we can see that Mortgage Payments
even low rates of inflation (3%) will §1.000 Rent $1300
cause the mortgage payment to Mortgage
. : Inflation | After 5 | After 10 | After | After
become virtually equal to re_nt in ten Rate | Years | Years | 10
years. These are conservative Years gegrso
: : - 3% | 91,159 | §1,344 [$1339] §1,38
measures; the average |nflat|or_1 rate 131207151480 151353 | 51408
in the United States for the period 5% | §1.276 | $1,629 | 51,366 | 51,436
from 1950 to 2010 was over 3.0%, 68 ST ST S 51
according to the U.S. Department of 8% | 51469 | 52159 | 51407 | $1.524

Labor, Bureau of Labor Statistics. -
The assumption is 20% of the mortgage

is subject to inflation, while
100% of rent is subject to inflation
Table
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The financial crisis and slow recovery has brought the level of
inflation below the norm for the most recent decade. However, with
regard to rental inflation, rents in the United States over the same
period have gone up at an even faster pace and are expected to
continue to rise because the financial crisis has resulted in the
creation of additional rental demand.

Median Rent
$800
$700 - /
$600 / 5
5500 /_’_’—/
5400 -/
$300
$200 VT T T T T T T T T T T T T T T T T T T T T T T
BSRS89 8338858880Y
mmmmmmmmmmmmmmmmmmmmmmmmm
ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ
Graph 1-1

United States Median Rents 1988-2012
Source—US Bureau of the Census
Note: in 2017 rents averaged $1,400 for a 2-BR apartment and this number was exceeded
significantly in many metropolitan areas.
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Total Effects on Rent and Mortgage

Our analysis of inflation hedging is only
partially complete. We have merely
compared the actual payment increases
over a period of time in accordance with
various imputed inflation rates. We have
not factored in the effects of tax deduction
and principal reduction of the mortgage. In
ten years, the rent payment is still projected
to have no tax benefit.

The next table repeats a similar chart, only
this time we are reducing the mortgage
payments by the amount of the federal tax
benefit and the principal portion of the P&l
payment.
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Inflation Effects on Rent and Mortgage

When one analyzes this chart
which covers the true cost of
owning versus renting in the long
run, the economic advantages of
homeownership are clear —
espec;lally when you add in the
“investment” gains of
homeownership as compared to
renting. This is exactly the reason
that the net worth of owners
consistently is many times that of
renters as reported by the Federal
Reserve Board. It is also why the
dream of homeownership is known
as the “American Dream" -- both
economically and socially.

Inflation, Tax, and Principal Reduction
Effects on Rent and Mortgage Payments

$1,000 Rent $1,300 Mortgage |

Inflation Afterd | After 10 | After 5 After

Rate Years Years Years 10
Years
3% $1,159 1,344 $769 $723
4% $1217 | $1.480 $782 $754
L% 31276 | 31,629 $795 5788
6% 31,338 | 51,791 3809 5624
7% 51,403 | $1,967 3624 5864
8% 31,469 | 52159 $839 5906

Table
Assumptions:

5.0% inferesf rale on 8 3200, 000 morfgage and real

esfale taxes and insurance af 3225 maonthly.

® A reduction of 20% in the folal morigags payment due
to the lax deduction. This is the eguivalent of 8 25%

reduction in the taxes and inferest only (25% fax
bracket)

®  [@20% of the morfgage iz subject fo inflation, whils
T100% of rent iz subject to inflafion.

o  Formuda for fufure morfgage payment-—-

o

o
o

deduction);

802 of morgage payment (Tor tax

minus principal reduction in yesar 3 or year 10
plus inflalionary increass In taxes &
INELrancs.
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It's a Wrap! Open For Questions

These are the most important concepts
in the world of real estate--
Need we say more?

For more information

www.originationpro.com
success@hershmangroup.com

1-800-581-5678
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More Information
Marketing System or
Mortgage School

www.OriginationPro.com

Email success@hershmangroup.com

or call 1-800-581-5678

ORIGINATIONPRO™




OriginationPro




The Marketing System

* A complete content system -- used for emails, social media,
websites, bIoFs and even publish with you as the author in print
and web publications. You can email using our system or yours.

* The goal is to make you an expert.

* Trial members get access to the complete OriginationPro
Marketing System 14 Days. Trial at www.OriginationPro.com

* Email success@hershmangroup.com or call 1-800-581-5678 for
tour and we can help you set up. Specials--
v'Set up a tour and we will double your trial period to 28 days!
v'Special: skip the trial and we will give you a discount.

* Prices:
v'49.95 Monthly
v'$99.00 Quarterly (533 per month);
v'$360 Annually (S30 per month)
v Group memberships available at sharp discounts.
25% off with coupon code MGICr
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REAL ESTATE
REPORT

Real Estate

Report
* Published weekly

* Real Estate, not
just mortgages --
the “name says it

all”

o

Ll R

= BROad0

* Hard hitting news,

not recipes or
handy homeowner g

hints

* No confusing
secondary charts

oconsoligshion




Sales Update Library

* A complete library of sales
and marketing articles

* [t is not enough to distribute
news, you must teach your
top referral sources how to
sell which is the ultimate
value.

* Added value for Realtors,
financial planners, CPAs, title
companies, insurance agents.

* Designed as great material for
sales meeting presentations.

THE SALES\ 47

UPDATE

Basic Guides For Cold Calling

If you have read our previous articles on this topic, you wil
get the imprassion that we do not think highly of "cold
calling,” Sales people actually ignors previous and present
customers as sources of additional business whik they
spend their time focising wpon cold calling for new
jziness. We spend much time and resour

Dave Hershman
The Hershman Group
daveffhershmangroup.com
1234537850

cokd call. If you are moving into 3 new =
szliing 3 new product; you may not have 3 base of existing buzinzss or relationships from
which to buikd. Also, you may be 3 very specific business niche which requires new contacts be inftiated. Soin
defierence to our own advice, we are going to present 3 few tips for cold caling—

Address your problems with call reluctance up-front. IF you are consumed with call reluctance, cold calling may not be for you.
O the other hand, thers are those who ane reluctant to call upon those with whom they have 3 close relationship and may

fier cold calling. In most situations, sales people wil be more effective utiizin i
fowith this advice even a5 we mo

sccead

E 15 offering, you are more ety to be successful |If
you are calling with the il battle from the start. The worst call somegne

£an make is the 5
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Real Estate Page Library

* A complete library of consumer
articles on finance and real estate
topics.

e Can be used for prospect
conversions—pick a topic that is
on-point.

VA Helps Veterans Become Homeowners

During the past several years, all the news has been [
about how much harder it is to purchase a home
because lenders have fightened quidelines. However,
many have overlooked the fact that the VA Mortgage
Program administered by the Department of Veterans
Affairs has not tightened at all. The program exists as a
ORIGINATIONPRO" benefit to veterans, reservists and active mitary and
AW Tkt b e also makes Native American Direct loans.

* Can give to Realtors to send to
their clients to leverage the pieces.

Dave Hershman
The Hershman Group The program is heneficial in helping those eliginle to
d G re at tO | eave at O p en h ouses. 55“97qg§ff5?3%%gup-ﬁﬂm purchase because of several important reasons:

0 Forthose who retain full eligibility, there is no down

o Ca N use as res pO nse mecC h anisms iIn payment required. Most morigages with 100% financing have gone by the wayside. but
I | k . . | . nat only has VA maintained this beneft, VA mortgages have consistently outperformed national averages.
d mar et In g m ate rials to € nt ICE 0 VA allows the seller of the home to pay for all closing costs. What does that mean? It means that a veteran or active
member of the armed forces can purchase with no money down and no closing costs. Zero cash is required from the
ta rgEtS to Ca | I fo rmore borrower. Keep in mind that prudent financial advice and underwriting standards may require cash reserves after closing

. . and certainly such reserves are a good idea even if not required by VA.
information.
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HTML Email Library

* A complete email library
targeted to all segments.

* Includes real estate and
refinance campaigns.

* Includes customer
service/pipeline emails.

* Includes emails for alternative
business sources such as
attorneys and even recruiting

* Completely personalized with
picture, logo and other
contact information.

* Includes, “write your own
email feature” and special
occasion cards—all in one
place!

Spectal Edition
Real Estate Report

ORIGINATIONPRO

Dave Hershman

The Hershman Group
dave@hershmangraup.com
1234567800

of dollars inthe fong-un.

A Great Time To Purchase Real Estate?

How canthis be a great ime to purchase? Ater all we have
been fing through a prolonged real estate slump. Yet that is
exactly what we are saying to vou. The question is—why do we
think that this s the right time ta purchase. fyou are in the right
posttion—yau can be an opparunist

There are several reasons for the advantages of purchasing now
instead of waiting for 2 “beter’ market—

+ The bargains are out there—now! Many sellrs are desperate
with 50 many fistings including fareclasures on the market
*Housing prices are lower and interes rates are very affordgble
because of recent Federal Resenve Actions. This means that
hausing is more affordable than i has been ina generation.
+Rental rates are gaing up. f you want to purchase a rental
home or tum your existing property into an investment property, cash flows can be very favarable. i
you are renting, awning may be less expensive in he sfort-run and save you hundreds of thousands

50
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The Real Estate Update

Four page document published
monthly

Traditional self-mailer newsletter
For all parts of your sphere

Real estate news and economic
commentary,

Includes real estate article (real
estate page)

Important: those who opt out of
emails, you can still mail to them!

'REAL ESTATE
UPDATE

.
Snl'a ae nol gdrg kool

Irbakon, Ore Brg we |

specilak o predcl
wheal Wl Peppen in e
Hukre . However, we do
v wakh be el .!I'-d:
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Mobile Alerts

Dave Hershman
The Hershman Group

ORIGINATIONPRO’

VA Loans More Popular

America’s fragile housing recovery I1s
getting a boost frem military buyers using
VA loans as the U S. draws down troops
after more than a decade of combat

in Irag and Afghanistan. About 4.7 million
full-time troops and reservists served
during the wars and many are now able to
take advantage of one of the easiest and
cheapest paths to homecwnership.

The program’s share of new home loans,
at a 20-year high, is also increasing as
other types of government-backed loans
have grown more costly. “The reduction
in uncertainty for the returning vets allows
them the freedom to spend more
including buying housing,” said Sam
Khater, deputy chief economist at
CoreLogic Inc_, an lrvine, California-
based property-data firm. "VA buyers are
coming into the market in higher and
higher proportions and tend fo be first-

Three Purposes

* More readable on mobile phones—less
graphics and more text. Did you know
that over 50% of your clients are
reading your emails on a cell?

* Split up newsletters for those who
want to send smaller pieces—
economic commentary one day and
then an article another day.

* Real-time up-to-date news: getit out
quickly.

* Note—unlike Real Estate Report—you
won’t receive automatically. Use
dashboard to view.

* Perfect for social media posting!
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