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If  you  are  reading  this  ebook,  it  is  because  you 
know that short sales and foreclosures are becom-
ing a major trend because of nationwide real estate 
‘correction’ and you want to make sure you are on 
top of your game.

Permit us to begin with a brief intro as to who we 
are and why you should even take the time to read 
this ebook and more importantly,  why you should 
believe that the points we will make are valid and 
true.  
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Lee & Trent & Why
If you have ever attempted to do a short sale (either 
as an investor, home owner or real estate agent), 
you know that they are not the easiest transaction 
to handle.

Because short sales can be difficult, many people 
have taken their  failures  or  pitfalls  when doing a 
short sale to mean that “the bank WANTS to fore-
close and doesn’t care about doing short sales”.  

Obviously, if you look at the numbers, it is not in a 
banks best  interest  to  foreclose in a  depreciating 
market and it is never what the bank “wants”.

Lee Honish is a former chief loss mitigator for Indy-
Mac Bank's HELOC division and a life long asset 
manager and mitigator. If you went up against Lee, 
before he left the bank, then you know he's tough. 
Lee was able to maintain a 53 cent on the dollar re-
covery for HELOCs at IndyMac. That means in an 
industry where the average recovery is 24 cents he 
was  averaging  double  that  for  his  bank.  In  other 
words, he's a tough mitigator.

What makes Lee's knowledge base even more use-
ful to you is that he also kept 95% of the files from 
going to foreclosure. His motto is “There's always a 
way.”  SO...not only does he know what  the bank 
wants he knows how to make it happen too.
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That's where Trent comes in. Trent is a Real Estate 
Broker in San Diego, California who specializes in 
short sales and serves to balance out Lee's “Inside 
The Bank” expertise with the real world application 
that agents need.

Now, the reason for the title “myths and misconcep-
tions” comes from all  the various people we have 
talked to that have had bad experiences with short 
sales and created in their mind this unfounded be-
liefs  that,  to  them,  are  the  facts.  So,  instead  of 
flocking towards short sales, like most real estate 
agents should be, the majority of agents are avoid-
ing them or giving up after only one or two misguid-
ed attempts.

Many agents today hold many of the same miscon-
ceptions that we will be outlining here.

The result: Many agents only  close  10% of their  
short sales because they’re stopped by:

 a lack of information
 a discouraging paper-pusher at the bank
 a simple misunderstanding of how the process 

works. 

With the right knowledge under your belt – some of 
which  we’re  providing  here  --  almost  every short 
sale  can  be  successfully  closed,  where  lenders 
take the offers presented as a better  option than 
foreclosure trying to sell the property as an REO.
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We’re not sure exactly when it was that short sales 
started  to  receive  all  this  bad press  from agents 
and brokers, but we are sure of one thing: if  you 
learn  the truth  behind  these misconceptions,  and 
apply it during your next short sale, you’re practical-
ly guaranteed to succeed. 

The truth behind these myths isn’t rocket science, 
and  it’s not your fault if you’ve believed one (or 
all) of these myths yourselves. We can help you to 
see the difference between the truth and the half-
truth  and  get  to  your  next  successful  short  sale 
quickly!

The following are the top ten most common mis-
conceptions that we’ve come across through talking 
with our coaching members, reading blog posts and 
real estate related forum comments.

If you’re new to short sales, clearing up these ten 
misconceptions  right  from  the  start  will  put  you 
leaps and bounds ahead of your competition.

Even if you’ve got plenty of short sale experience 
under your belt, you may be surprised to learn that 
some things you’ve accepted as facts are actually 
*not* true!

You could spend thousands or even tens of thou-
sands of dollars -- not to mention years -- learning 
the truth behind all  of these misconceptions your-
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self, or you could simply take advantage of the fact 
that Lee has the insider’s expertise and knowledge 
coupled with the fact that we’ve already invested all 
of that time and money and experienced first hand 
our  fair  share  of  trial-and-error.   You  can  benefit 
from our experience and save yourself the hassle 
and learn the truth!
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Misconception #1:
Lenders will  not accept short  sales un-
less  the  client  is  behind  on  their  pay-
ments.

This is the number one misconception that we hear 
-- and it’s simply not true… in most cases.

We hear success stories all  the time from agents 
who  have  successfully  completed  short  sales  for 
clients  who  haven’t  missed  a  single  payment  -- 
they’re  current  on  their  mortgage,  on  their  credit 
cards, and on all other debts. Even if their credit is 
completely clean, their short sale can go off without 
a hitch.

You can do a short sale even if your clients are not 
behind. It’s not a myth. We’ve done it ourselves. It 
actually happens.

The  important  thing  to  remember  when  doing  a 
short sale, when a client is current on their mort-
gage,  is  that  the  homeowner  must  show a  valid 
hardship.  The next thing that will need to be clari-
fied is that the client WILL eventually begin to miss 
payments if they do not short sale the property now. 
The reasons why can vary from,  out  of  area  job 
transfer, adjustable payment, which the lender will 
not agree to modify, or simply that the client does 
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not earn enough and the savings will be used up by 
a certain date in the near future.
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Misconception #2:
Lenders will  not accept  an offer that is 
below fair market value.

It’s a common misconception that if the fair market 
value  of  a  property  is  $400,000,  and  the  current 
owners owe $500,000, the bank won’t think of ac-
cepting anything less than $400,000. We can’t be-
lieve the number of people who believe this to be a 
fact when it’s simply not true. Lenders will and do 
accept offers that are well below fair market value -- 
many times as low as 15% or more below the CUR-
RENT market value. It’s all about framing the offer 
to look like it’s in the lender’s best interest and that 
it would make the most sense for them to accept it 
rather than the alternative. Putting together a solid 
offer  and submission is covered more in-depth in 
our live seminars and online webinar.

If the lender doesn’t accept your below-market-val-
ue offer, the alternative is for them to let the proper-
ty go into foreclosure and then to sell it as one of 
their REO or Bank Owned properties. However, if 
they do accept your offer, they avoid altogether the 
costly foreclosure sale and recuperate their invest-
ment right away. They also don’t have to risk some-
thing happening to the property, a more sever real 
estate market downturn, and/or the possibility that 
they won’t be able to sell the property for months 
and months after all of that. 
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Used to your advantage, these can make for some 
very convincing arguments for the bank as to why 
they  should  accept  your  offer.  Lenders  will  often 
find that it makes good sense to accept a short sale 
at below fair market value -- even as much as 15% 
below in compelling cases -- as opposed to waiting 
all that time and assuming all of those risks.
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Misconception #3:
Lenders will  never accept  $40,000 on a 
$100,000 loan.

Never say never! It all depends on the situation -- 
and  even  more  importantly,  how  you  frame  the 
hardship and set up the file.

Most people think that the banks care about loss 
severity a lot more than they actually do. Now, don’t 
get us wrong, the banks do care about loss severity 
a lot -- $40,000 recovery on a $100,000 loan is a 
loss severity of 60%, and that’s nothing for them to 
sneeze at. 

The bank originally put up $100,000 for the mort-
gage and they aren’t going to walk away with only 
40% of it without doing their homework. The lower-
level  bank  employees  who  set  up  your  files  and 
take your calls are not going to be able to approve 
a loss severity of that magnitude.

You are lucky that those lower-level bank employ-
ees aren’t the ones with the final say. Unfortunately, 
they are the roadblock that you have to get over or 
around in order to get to a senior loss mitigator or 
AVP who understands math and can make a deci-
sion on the file.  If you can convince a higher-level 
mitigator at the bank that your offer has merit and 
reflects current market value, there are many cases 
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where the bank will accept a significant loss severi-
ty -- even one as high as 60% in first position.

The degree of loss severity a bank is willing to ac-
cept all depends on the situation, and again -- we 
can’t stress this enough -- how you present the file 
and hardship. Consider a property that has a fair 
market  value of  $45,000,  but  whose owners owe 
$100,000. No matter which way you look at it, the 
lender is going to be out a significant portion of their 
initial investment. In this case, they might accept an 
offer of $40,000 to avoid the hassle and uncertainty 
of  letting  the  house go into  foreclosure  and then 
having to resell it as an REO.

First-position liens rarely see a loss severity as high 
as 50%, although it definitely does happen. Howev-
er, a loss severity of 99% is not uncommon in sec-
ond-position or other junior liens. 

If  you’re  not  sure  how to  package  your  file  and 
hardship and accurately present the numbers to a 
senior  loss mitigator,  check out  our webinar from 
the comfort of your home or office and learn how to 
submit solid short sale packages that will make the 
bank  *happy*  to  accept  $40,000  on  a  $100,000 
loan.  Click here and get setup for instant access to 
the webinar.
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Misconception #4:
A second-position  lien  will  sign  off  on 
the  short  sale  even  if  you  offer  them 
$0.00.

Sorry, there are no second-position liens -- or any 
junior liens for that matter – that will accept $zero$. 
Everybody  wants  at  least  something  in  order  to 
take the time and close out their position, even if 
they have no chance in getting a penny if the home 
is  taken  to  foreclosure  by  the  first  position  lien. 
Think about it, why would they go through the trou-
ble of filling out the paperwork and spending their 
time  and  resources  agreeing  to  the  short  sale  if 
they will  get  $0.00  if  it  goes  to  sale  too?  If  you 
aren’t  offering  them  any  money  at  all,  it  clearly 
makes more sense for them to let the property go 
to auction, at which point they may or may not see 
any money, but they also don’t have to expend any 
effort.

You need to satisfy all liens, and if they’re taking a 
loss, you need to make sure that the amount you 
offer to each lien is acceptable to them. You can’t 
force  a  second-position  lien  that  stands  to  lose 
$50,000  to  take  only  $1,000.  Sure,  they  might 
agree to it, but you can’t make them. Be sure to ne-
gotiate with EVERY junior lien, otherwise you will 
not be able to close the short sale.
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Remember:  one  dollar  is  better  than  nothing.  As 
you  go  through  your  liens,  it’s  important  to  offer 
something that is reasonable.
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Misconception #5:
The bank will never accept your offer if 
the  person  you  negotiated  with  at  the 
bank turned it down.

More often  than not,  the  person  you’re  speaking 
with at the bank is a lower-level paper-pusher. They 
don’t really care about the loss the bank stands to 
take because it’s  not  their  money.  They probably 
don’t care one way or another about your offer be-
cause they’re being paid by the hour or on salary 
and if the bank loses more money because of their 
bad decision, it does not affect their paycheck on 
Friday. They can’t think outside the specific guide-
lines they’ve been instructed to follow by their boss.

If your offer gets turned down, and you know it was 
a good offer, or at least a better option for the bank 
than foreclosure, then most likely it’s not the bank 
turning down the offer, but rather the paper-pusher 
you were dealing with. Instead of submitting a new 
offer, or worse, accepting defeat, you need to esca-
late your negotiations. Talk to someone higher-up 
the food chain. Talk to a supervisor or senior loss 
mitigator. Talk to the AVP that is over that negotiator 
if all else fails.

We can’t stress this enough -- 90% of the time, if 
you’re having a problem, it’s because you’re talking 
to the wrong person. There are even more exam-
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ples of how to escalate in our webinar. The solution 
is simple: talk to someone else with more authority 
who understands math. 
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Misconception #6:
You have to cut your commissions down 
because the bank said “the investor will 
only approve 4%”.

As we emphasized earlier,  you can’t let the bank 
dictate the terms, especially when it comes to com-
missions.  You work hard to put a deal together and 
to move file forward.  You deserve your full commis-
sion.  Remember also, that a bank has no right to 
dictate the terms of the contract between you and 
the seller.  Legally, they can only accept or decline. 
By telling you, even verbally, that they will only ‘ac-
cept 4%’, they are basically telling you what your 
contract with the seller must be.

When you arrange a short sale, you’re helping the 
bank, albeit you are only helping them lose LESS 
money. You’re saving them from the additional risk, 
cost, and hassle associated with foreclosing on a 
property, selling it as an REO, and hoping it will sell 
at all -- let alone for fair market value. By allowing 
the bank to dictate terms, it shows that you are not 
approaching the negotiations with confidence that 
you have a good offer which is in the banks best in-
terest.

Remember, it’s not the bank’s place to specify com-
missions. They can either accept or decline an of-
fer, but if you stick to your guns when you know you 
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have a good offer, more often than not they’ll  ac-
cept your contractual agreement with the seller.

This is very important. If you let them, they will cut 
every  corner  imaginable.  We’ve  experienced  this 
ourselves, as have many of our coaching members. 
Again, if you go in confidently with what you know 
is a strong offer, and you stick with it, they’ll almost 
always accept it in the end.
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Misconception #7:
Lenders  don’t  care  about  accepting  a 
short  sale  and  would  rather  foreclose 
than accept.

Due to the fact  that most  agents nationwide only 
close 10% of their short sales, this myth has spread 
like  wildfire.  Now let  us  be  fair  and explain  why 
most agents fail 90% of the time; they simply don’t 
know what they are up against, who to talk to, what 
to  submit  or  how/when to  follow up on the  short 
sale. 

We’ll  be the first to admit that short sales nation-
wide have a low success ratio due to ignorance or 
apathy. If you login to your local MLS and pull a re-
port,  you’ll  notice  that  of  all  the  active  listings, 
10%-20% are  short  sales  and,  of  all  those short 
sale listings, about 10%-15% will eventually close.

Let’s not forget,  this has nothing to do with short 
sales themselves or the banks willingness to accept 
short sale, but rather it is because the agents han-
dling the short sales are going about it the wrong 
way and don’t know how to negotiate a short sale 
properly.

Today’s real estate market is in a downward cycle. 
If  we were back in 2003 and the market was still 
going up, then more lenders would probably think it 
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would  make sense  to  wait  to  foreclose,  take  the 
property back as an REO, and resell  it.   Even in 
2003, a bank never really wanted to foreclose.  In 
that  time,  however,  they  could  foreclose  in  most 
any part of the country knowing that they would re-
cover most, if not all of the late payments, principal 
balance and costs to foreclose and sell the REO in 
60 days since the market was strong and appreciat-
ing.

In today’s market, lenders don’t want to hold on to 
anything.  Know this, it is the philosophy of any ma-
jor lender that “first loss is best loss”.  The problem 
is this philosophy does not always make it down to 
the trenches where you deal with the low level loss 
mitigators. 

When you have a mitigator tell you they are going 
to foreclose, even though you have a great offer, 
you should know that you are talking to an hourly 
employee, or someone who just doesn’t understand 
what is best for the bank.  In these cases it is often 
necessary to ESCALATE in order to talk to some-
one who understands the upper management’s phi-
losophy. In our webinar we teach some techniques 
on how to reach the right person at the bank.  Click 
here to sign up to see the webinar for a more de-
tailed overview of the entire process.
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Misconception #8:
A  HELOC  is  a  typical  second-position 
lien.

A HELOC is not comparable to a traditional closed 
end second-position  lien  and must  be  negotiated 
with differently. A HELOC is not only a note that is 
tied to a piece of collateral like a traditional mort-
gage.  It’s  rare that the offer  of  $1,000 to $5,000, 
which is common to second liens, will be accepted 
be the bank that holds the HELOC.

Unlike a normal second-position lien, a HELOC has 
revolving credit characteristics -- like a credit card – 
and can legally seek to  recover the deficiency of 
the principal balance even after a foreclosure sale. 
As you may know, they can seek payment and ob-
tain a judgment.  This ‘collection process’ may go 
on for up to 20 years. 

When considering your short sale offer, a HELOC 
will  consider  the  value  of  your  offer  against  the 
amount they think they can reasonably collect over 
the next 20 years from your seller. 

If  your  client  owes $80,000 on their  HELOC and 
you  offer  them $1,000,  they’re  going  to  turn  you 
down if they do happen to understand the power of 
their position. After all, they can practically guaran-
tee that they will be able to get more than $1,000 
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attaching  a judgment  to  any properties  the  seller 
may purchase over the next 20 years!
Learn what level of ‘loss severity’ is common for a 
closed end second, HELOC or other junior liens as 
well as what they are and aren’t willing to tolerate -- 
in  our  online  webinar  by  Click  Here or  visiting 
http://BecomeA.ShortSaleGeni.us/Online
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Misconception #9:
Lenders  need  to  see  that  the  property 
was listed at full market value for at least 
a little while.

We don’t know where this rumor got started, but it’s 
just  not  true.  Most  agents  think,  “Hey,  I  had  the 
house listed, I did due diligence at $500,000, and 
the property is only worth $400,000. I  don’t know 
why it didn’t sell, so I lowered the price.” 

The  bank  nor  it’s  employees  even  care  that  the 
house was listed at ‘full payoff’. In most cases they 
don’t even care that you had it listed for 5 months. 
The main thing you will notice is that they want to 
make sure your offer submitted is at or close to full 
market value. 

So get over it, you really don’t need to list the prop-
erty at full market value before making a short sale 
offer for less than full payoff. It’s your responsibility 
to  make your  client’s  face reality and understand 
that the longer they wait the worse things may get.
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Misconception #10:
You  can’t  submit  a  hardship  package 
without an offer and an estimated HUD.

Again, this is a matter of considering whom you’re 
dealing  with.  Most  likely,  advice  like  this  comes 
from a lower-level paper-pusher who is following a 
set of generic scripts or guidelines that show up on 
their screen.

If you listen to the banks “advice” and hold off on 
submitting your initial hardship paperwork until you 
actually get an offer, you’re going to drag out that 
escrow by an extra four weeks just to get your file 
processed. Believe us when we say that four weeks 
is a conservative estimate with most banks -- we’ve 
seen deals with some of the lenders or loan ser-
vicers that easily take six to eight weeks to actually 
set up and order the BPO from the time they initially 
received a file with an offer.

You  can  shorten  this  time-frame  considerably  if 
you’re  aware  that  you can send a file  in  without 
having an offer.  The key is you have to follow-up 
repeatedly  and  be  working  on  getting  an  offer 
quickly.  You are responsible for keeping up on the 
status of your file and making sure the bank is mov-
ing forward at a reasonable pace.  
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Whenever  you  get  a  call  from  a  lender  asking 
“where’s the offer?” you should hopefully have one 
by then and you can respond, “I have the offer and 
HUD right here, I’ll fax it right over…”

These are just  some of  the strategies that we’ve 
developed over the years, and we share even more 
through  our  three-hour  web-based  seminar  at 
http://BecomeA.ShortSaleGeni.us/Online.
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We hope that you now have a stronger grasp of the 
way short sales really work and that you’re eager to 
go out there and try your hand at your first one.

Of course, there are a lot more misconceptions out 
there than just these ten, and the more information 
you have in your arsenal, the better poised you will 
be to close your next (or first!) short sale with the 
best possible terms that are in the best interests of 
your client, the homeowner and you, the agent.

If you’re interested in learning the ins and outs of 
short sales and making money in this niche while at 
the same time helping good people out of bad situ-
ations, we’d like to  encourage you to register for 
our three-hour webinar.   We will  answer many of 
the additional questions you may have and provide 
more  no  B.S.  information  on  how to  close  more 
short sales that you can instantly apply to achieve 
your own real estate short sale successes!
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