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Step 1: Understanding Pre-Foreclosures

Step 2: Building a Lead Pipeline

Step 3: Assessing Deals

Step 4: Approaching Homeowners

Step 5: Closing the Deal

Pre-foreclosures represent a unique opportunity in real estate

investing. This guide walks you step-by-step through understanding,
sourcing, evaluating, and closing profitable pre-foreclosure deals.
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Step 1: Understanding Pre-

Foreclosures

Pre-foreclosures occur when a
homeowner defaults on their mortgage,
but the property hasn’t yet been
repossessed by the bank. This phase
offers investors a chance to step in and
assist homeowners while creating
investment opportunities.
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Key Characteristics:







The homeowner is typically under financial stress and motivated

to sell.

Properties are often sold below market value.

The timeline to act is critical; once the foreclosure process

begins, opportunities may diminish.

Advantages for Investors:

•

•

•

Potential for significant discounts.

Opportunity to solve problems for distressed homeowners.

Less competition compared to fully foreclosed properties.
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Step 2: Building a Lead Pipeline

Public Records:
Access county records for Notices of Default (NOD) or Lis Pendens filings.
Online databases often list properties entering pre-foreclosure status.

Direct Mail Campaigns:
Craft empathetic, solution-oriented letters to reach distressed homeowners.
Include a clear call-to-action with your contact information.

Online Platforms:
Leverage platforms like Zillow, RealtyTrac, and foreclosure-specific websites.
Set alerts for newly listed pre-foreclosures in your target areas.

Networking:
Build relationships with real estate agents, attorneys, and title companies who may have
insider knowledge of pre-foreclosures.

The key to consistent deal flow lies in having a reliable method for

sourcing leads. Focus on these proven strategies:

5



Step 3: Assessing Deals

Not all pre-foreclosures are worth
pursuing. Evaluate deals thoroughly using
these guidelines:

Run the Numbers:
Calculate ARV (After Repair Value) using comparable sales in the area.
Subtract repair costs, holding costs, and your desired profit margin to determine your
maximum allowable offer (MAO).

Inspect the Property:
Conduct a walk-through or have an inspector assess the condition.
Identify necessary repairs and estimate costs.

Evaluate the Market:
Assess the property’s location, demand, and potential resale value.
Consider local market trends that could impact your investment.
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Step 4: Approaching

Homeowners

Successful pre-foreclosure deals depend
on building trust and rapport with
homeowners.

First Contact:
Approach with empathy; understand their situation before presenting solutions.
Avoid high-pressure tactics.

Scripts to Start Conversations:
"Hi, my name is [Your Name], and I specialize in helping homeowners explore options during financial difficulties. I’d love to
discuss how I can assist you."

Establishing Credibility:
Share testimonials or success stories from other homeowners you’ve helped.
Provide clear, transparent explanations of your process.
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Step 5: Closing the Deal

Once the homeowner agrees to work with
you, ensure the process is smooth and
legally compliant.

Secure the Contract:
Use clear, legally binding agreements.
Have an attorney review contracts to ensure compliance.

Work with a Title Company:
Verify there are no undisclosed liens or legal issues with the property.

Close Quickly:
Ensure financing is lined up to avoid delays.
Maintain open communication with the homeowner throughout the closing process.
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Any questions?
How to get in touch

Email: chris@REIFundamentals.com

Tel: 888-691-7343

REIFundamentals.com

Analyticsbeforeforeclosure.com

ChrisMacartney.com
CashForHomesUSA.com
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