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1. Demand for workspace is 

shrinking as people work 
from home more than ever. 
Technology has made it easier 
to work from home than 
ever, with tools like Think 
Email, Skype, Go to Meeting, 
Podio, and others 
facilitating virtual 
collaboration. 
 
According to a Gallup 
survey of 15,000 adults 
released last year, 43 percent 
of employed Americans spend 
at least some time working 
remotely. The survey also 
reported those working 
remotely four to five days a 
week grew by nearly the same 
amount, rising to 31 percent 
from 24 percent. 
 
The reason we see this swing 
is because working from 
home causes employee 
satisfaction and productivity 
to go up and employer costs 
to go down. Many surveys 
show employees are willing 
to forgo 15-20 percent in 
compensation for the 
flexibility and convenience of 
working from home. 
Combine all this with that fact 
that the growing tech industry 
leads the pack in allowing 
employees to work from 
home, and it appears that the 
trend is likely to pick up pace 

in coming years. 
 
This all results in a steady 
trend of more and more 
employees working from 
home. Because of this, the 
demand for office space will 
continue to decrease as less is 
needed to accommodate this 
new trend. I am not saying 
office space will disappear, 
but demand will go down, 
and when demand falls, both 
pricing and valuation of the 
asset will fall. 
 

2. Demand for retail space is 

shrinking as people shop 
online more than ever. 
Ten years ago, if someone 
told you that you could order 
your groceries online and 
have them at your doorstep 
one hour later or that 
Amazon would be delivering 
packages to your doorstep 
with a drone, you would have 
thought it was crazy talk. 
 
Today, eight in 10 Americans 
shop online, according 
to a new study from Pew 
Research. That’s 79 percent 
of U.S. consumers. Leading 
the pack in online retailers in 
recent years, Amazon has 
made a major impact on how 
we purchase everything from 
groceries to lawn mowers. 
Amazon sells just about 

everything you can think of. 
Other major companies, like 
Wayfair, follow behind 
Amazon. Even Walmart has 
made huge push to online 
shopping recently. 
 
I believe of all the undeniable 
truths that this is the one that 
will change commercial real 
estate the most. Brick and 
mortar real estate serving 
retail is and will continue to 
be replaced by massive 
fulfillment centers out in the 
middle of nowhere. Again, to 
be clear, I am not saying all 
strip centers in the world will 
be boarded up and no longer 
used, but with such a massive 
push towards online buying 
and the savings that gives to 
companies, I have no doubt 
that demand for this asset 
class will decline due to this 
change in technology. 
 

3. Demand for commercial 

real estate will be displaced 
because it is simpler for 
businesses to source from 
overseas. 
 
I mentioned how technology 
continues to improve 
communications and 
purchasing. Those two things 
also open the door for 
businesses to conduct their 
business overseas to achieve 

https://www.nytimes.com/2017/02/15/us/remote-workers-work-from-home.html
https://www.nytimes.com/2017/02/15/us/remote-workers-work-from-home.html
http://www.pewinternet.org/2016/12/19/online-shopping-and-e-commerce/
http://www.pewinternet.org/2016/12/19/online-shopping-and-e-commerce/
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jobs/careers at a faster pace 
than ever. 
 
With the world changing so 
quickly, people are changing 
as well. The Millennial 
generation is known to job 
hop, creating transient 
employees. They bounce 
around the country and stay 

in jobs for a significantly 
shorter period of time than 
previous generations. The 
data supports this. A recent 
Gallup report on the 
Millennial generation reveals 
that 21 percent of Millennials 
say they’ve changed jobs 
within the past year, which is 
more than three times the 
number of non-Millennials. 
Jobs and net migration of 
population are changing, and 
the younger generation is 
adapting to that. I believe 
these changes are being 
driven by technology. 
 
Fifty years ago, if you lived in 
Ohio, there was no good way 

for you to hear about job 
opportunities in Texas. Even 
if you did somehow find out 
about them, you would have 
to pay a fortune for long 
distance phone calls, and 
you’d have to send in your 
resume via snail mail and 
hope to hear back. If by some 
good luck you did get the job, 
you would be forced to move 
to a new state and say 
goodbye to your family. Now 
we can jump on the computer 
and search for the best 
fitting/paying opportunities 
all over the country, apply for 
them, and interview with 
them, all without ever leaving 
our home state. If the need to 
move out of state arises, we 
can simply text, FaceTime, or 
Skype to stay in touch with 
friends. Put simply, moving 
jobs and transient 
lifestyles just aren’t as 
unachievable as they used 
to be, which has lead to an 
increase in this way of living. 
This lifestyle results in 
decreased demand for home 

ownership. Today, only 63 
percent of people own 
homes, a 50-year low. Some 
of this is a result of 
affordability, and some of it is 
a result of lifestyle. 
Regardless, people are 
renting more and more. This 
increases demand for 
residential rental property, 
specifically multifamily. 
 
The undeniable truth is that 
people work from home now 
more than ever, and that 
continues to climb. More 
people shop from home, and 
that continues to climb. And 
more than ever people don’t 
want to or cannot afford to 
own the very home they are 
working and shopping from. 
The demand for the 
commercial real estate asset 
classes are being shaken by 
change, and that change is a 
result of technology. 
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the most competitive pricing. 
Now even the smallest of 
businesses can quickly and 
easily source manufacturing 
or simple purchasing from 
overseas vendors. 
 
The most rapid changes I see 
that technology has opened 
up for businesses is the ability 
to not only 
order things 
overseas but 
also hire 
people to work 
virtually. Now 
with a few 
clicks and calls, 
a small 
business owner 
can hire 
someone in 
India, the Philippines, or 
anywhere else in the 
world. The Intelligent Virtual 
Assistant Market is 
expected to rise from 
$627.7M in 2015 to a massive 
$7.9B by 2024. The market is 
forecasted to expand at an 
astounding 32.8% CAGR. As 
this trend grows, it pushes the 
need for types of real estate 
that service these jobs out of 
the country. For the most 
part, this means industrial 
spaces for manufacturing and 
offices will be displaced to 
serve virtual assistants. 
 

4. Demand for multifamily 

will increase as people change 

http://www.gallup.com/reports/189830/millennials-work-live.aspx?utm_source=gbj&utm_medium=copy&utm_campaign=20160512-gbj
http://www.gallup.com/reports/189830/millennials-work-live.aspx?utm_source=gbj&utm_medium=copy&utm_campaign=20160512-gbj
http://www.transparencymarketresearch.com/pressrelease/intelligent-virtual-assistant-industry.htm
http://www.transparencymarketresearch.com/pressrelease/intelligent-virtual-assistant-industry.htm
http://www.transparencymarketresearch.com/pressrelease/intelligent-virtual-assistant-industry.htm
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3 Big Reasons to Consider Buying REO Properties 
 

By Than Merrill 

 

In order to better understand 
why buying REO properties 
should be on your radar, 
perhaps it’s time to 
understand exactly what they 
are. For starters, REO stands 
for real estate owned. As 
their name suggests, REOs 
are typically owned by 
traditional lending institutions 
(banks). But where did they 
come from? What path did 
they take to become REO 
properties? 
 
Put simply, REOs are those 
homes that have been 
repossessed by banks after the 
owners were unable to 
comply with mortgage 
obligations. In the event a 
homeowner fails to keep up 
with their mortgage 
payments, the bank that 
originated the loan will 
foreclose on the property and 
take control of it. In an 

attempt to recoup any lost 
revenue, the bank will try to 
sell the home at a foreclosure 
auction. If the home fails to 
sell at auction, it will sit on 
their books as an REO. 
 
In knowing where they came 
from, it’s a lot easier to 
learn how to buy a bank 
owned property. Let’s take a 
look at three distinct 
advantages REO properties 
offer investors: 
 
1. They Are Void Of Title 
Discrepancies 
It’s unfortunate, but a reality 
nonetheless: title 
discrepancies are all too 
common in the world of real 
estate investing. For more 
reasons than I would care to 
recognize, it’s entirely 
possible for a subject property 
to carry unwanted baggage 
that calls into question the 

legal owner. From liens and 
unforced errors in public 
records to title discrepancies, 
there are a number of reasons 
that can impede a prospective 
buyer from taking ownership 
of a property. What’s more, 
any issues casting shade on the 
status of a home will need to 
be addressed prior to taking 
ownership of a respective 
property. 
 
REO properties are rarely 
accompanied by title 
discrepancies. If for nothing 
else, the bank responsible for 
the repossession will 

immediately extinguish any 
liens against the property and 
make sure that taxes are 
brought current. That way, 
there are no questions 
regarding the status of a 
subject property. It’s safe to 

assume REOs are free and 
clear of government and 
municipal liens, HOA liens, 
tax burdens and anything else 
that could impede an 
impending transaction. Those 
buying REO properties will 
usually be able to do so with a 
clear conscious, and an even 
clearer title. 
 
2. They Award Leverage 
To Savvy Investors 
Everyone knows the secret to 
negotiating a great deal is 
working with a motivated 
seller, and buying REO 
properties are no exception. 

Banks are highly motivated to 
rid themselves of the homes 
they repossess, and those 
investors ready to take 
advantage of the 
opportunities they offer will 
be rewarded accordingly. 

http://www.thanmerrill.com/how-to-buy-a-bank-owned-property/
http://www.thanmerrill.com/how-to-buy-a-bank-owned-property/
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Remember, banks aren’t in 
the business of holding onto 
properties. They make their 
living by charging interest on 
the money they lend out; not 
by holding on to what are 
otherwise non-performing 
assets. Properties that aren’t 
currently generating interest 
for the bank are a liability to 
their bottom line. Homes 
sitting on the books of the 
banks that repossess them 
cost money to maintain, and 
banks would rather not have 
to deal with such an 
unnecessary expenditure. 
What’s more, the longer they 
hold onto them, the more 
they are eating into their 
bottom line. 
 
Since time is absolutely of the 
essence, there is no reason a 
savvy investor can’t leverage 
the bank’s urgency to their 
own advantage. It’s entirely 
possible, provided you can 
make the case, for a bank to 
lower their asking price to 
facilitate a timely transaction. 
And while said leverage may 
not always result in a cheaper 
price point, it’s entirely 
possible that it can help in 
landing a deal that was 
otherwise unobtainable.  
 
That’s right, a price 
adjustment isn’t the only 
thing leverage can help you 
attain. There is no reason to 
believe the bank’s willingness 
to sell won’t result in your 
latest deal. Just know this: 
banks want to sell you REOs 
just as much as you want to 
buy them. 
 
3. They May Make 
Concessions For The 
Buyer 
More often than not, buying 
REO properties will coincide 

with “as is” pricing in order to 
expedite a sale. It’s worth 
noting, however, that “as is” 
may be relegated solely to the 
price, and nothing more; 
that’s a big distinction to 
make. And where most 
people see “as is” as an 
obstacle for real estate 
negotiations, savvy investors 
see opportunity. At the very 
least, “as is” labels suggest a 
sense of desperation — one 
that can certainly be 
exploited. 

 
It’s safe to assume there will 
be little room to negotiate a 
cheaper price when buying 
REO properties, but that 
doesn’t mean you can’t get 
the bank to make a few 
concessions of their own. 
Remember, the bank is in no 
hurry to hold on to the 
properties they repossess. 
And while they certainly 
won’t give them away, they 
are willing to meet 
somewhere in the middle on 
more than a few things. 
It’s entirely possible to 
convince the bank to cover a 
few of the costs you may 
inherit. I’ve seen banks 
promise to reimburse those 
buying REO properties for 
things like termite inspections 
and appraisals. Perhaps even 
more impressively, I have 
seen banks pay for the costs of 
any renovations needed to 
address faulty or dangerous 
living situations. In the event 
a home presents a threat to 

anyone inside of it, the bank 
won’t be able to sell it. That 
said, there is no reason you 
shouldn’t be able to get the 
bank to cover the necessary 
upgrades in order to bring a 
home up to code. You would 
be surprised at what a bank 
will do for prospective buyers 
if it means they can sell an 
REO. 
 
The Bottom Line 
I maintain that there are 
certainly impressive benefits 
to buying REO properties. 
However, investors need to 
understand that the process 
for buying bank owned real 
estate isn’t their own; it’s the 
bank’s. Traditional lending 
institutions have been selling 
REO properties for many 
years, and they have a method 
in place that isn’t likely to 
disappear anytime soon. That 
said, the idea is not to disrupt 
their strategy, but rather 
conform to it. 
 
Remember, you will most 
likely be competing with 

others to obtain any 
properties you come across 
on the books of banks. It’s in 
your best interest to appease 
them by offering what they 
will expect. Generally 
speaking, the banks will 
always choose the path of 
least resistance; be sure that 
you are that path. Don’t 
hesitate to give the bank what 
they want. In fact, it’s not 
uncommon for investors to 
have to pay more when 
buying REO properties. And 
while most investors will 
scoff at the idea of paying top 
dollar for a property, the 
price point is rendered moot 
if the numbers work. All that 
matters is whether or not you 
can make money on the back 
end of a deal. Only pursue a 
subject property if it makes 
financial sense. If that means 
paying a little more up front 
to secure the deal, feel free to 
do so (as long as the numbers 
work). Just know this: buying 
REO properties may be the 
best decision you make in 
2017. 


