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greedy. There are a few out there that
were truly taken by uncaring, selfish and
money hungry mortgage brokers. If it can
be proven, then those mortgagors really
need the help of our government agencies.
Anthony M. Gramza

N

ormally we reserve the pages of
Outlooks to articles dealing with
financing, lender comments, or
guest speakers. However, in this issue, we
thought we would address an item that
individuals, especially politicians, will
discuss privately and in dark corners, with
no press in view, but will not touch on the
subject either verbally or in writing. This
is especially evident in today environment
(October/2012), with the election only
weeks away.
Our economy is in
shambles and we all know it. The deficit
is in excess of “$16 Trillion dollars” and
yet we print more and keep on spending.
We keep on harping on the “rich fok” but
they are a small majority and whether
you believe it or not, they do pay their fair
share. You may not agree with the level
they are taxed at, however, ladies and gentlemen, they are within the law and current regulations/tax codes. Should
they be changed……then talk to
your congressperson.
Foreclosures are
still high in many areas of
the country, and neither the
government nor the lenders
know for sure what to do.
Really ??? Well, they helped
to create this fiasco, and our
own citizens, the current
mortgagors, certainly were
not “fault free”. Although
most of delinquent mortgagors will not admit it, they
knew what they were getting
into; they became real estate
gamblers, and most became

As far as the jobs are
concerned, where are they? Let’s address
a few items that got in our way. First of
all, we can go back 5-10-15 years ago. At
that time, the Sooth-Sayers from the Far
East indicated that the mechanical world
together with the age of computers would
be taking over jobs. Where at one time,
we needed 10-30 persons to perform the
task, today it can be accomplished with
2 maybe 3 persons. Did we do anything
about it at that time? During the Clinton
era, congress approved and allowed many
jobs and companies to do business in foreign lands. Why? Could it have had to do
with less cost factors on a per person basis
and for its company stockholders, more
profits? If you are a stockholder in that
specific company, what is your priority…
higher profits, a dividend on your stock, or
more jobs in your area?
Now to the item, not spoken
too often, that I alluded to in my opening paragraph; it deals with “ENTITLE-

MENTS”. I am excluding *social security,
*VA pensions, some survivor benefits, and
those truly in need of food stamps. But
the question I ask is “can we truly justify
47 million people on food stamps? There
may be a few other items to consider,
but let’s move on... Consider some of the
following for the individual: (and I don’t
know them all):
• Taxi service to and from high
school for a 15 year old mother and
her 1 year old baby.
• Free babysitting and nursing care
for the 1 year old while mother
attends school.
• Free rent for the 2 bedroom apartment.
• All utilities paid for.
• Free replacement of appliances as
needed.
• Monthly food stamps.
• Free health care.
• 220 minute/month mobile
phone…..not one…but as many as I
can get. One client had six (6).
Now the question I ask is
“where is the family in all this”? Years
ago, it was the family that pitched in
during times of stress…….yet today….
are they missing…or they done care! Let
Uncle Sam help.
For businesses:
• Farm subsidies….grain, milk,
livestock.
• Pork barrel give-me’s by politicians to increase their own
egos in their respective states
and to their special interest
groups.
• Unreasonable tax codes……
and they say that 47% of our
population pays no Federal
Income tax!
• Out of line “write-off’s” in
business operations.
• Unreasonable or excessive
depreciation schedules
...continued
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There are many other areas we could cover, but
hopefully you are getting the point. No one, including all of us, wants to honestly admit
that we have serious problems in these great United States, which our politicians caved into
demands, gave away too much, and were more concerned about their job, rather than the well
fair of our own economy. One day, very soon, we will need to address the issues and face the
facts. That day is coming upon us. We hear the old adage, you can disrupt that guys benefits,
“but don’t touch mine”! Our politicians need to tell it the way it is, and we need “to accept
the truth”. Money/credit cards/easy credit have become the way of life, and without real consideration on how to re- pay all these obligations. Have we learned anything from our friends
in Greece and Spain? –amg

h ed g e f u n d s

wo rki n g wi t h rea l es ta te
Over the past few months, we have been
hearing a great deal about Mr. Romney’s
involvement with “Bain Capital”. So what!.....
he did a good job as CEO. Why are they
knocking him and his company? Is it a
great “sin” to be successful? “I don’t know
a lot about Bain Capital, but all the news
reports, reporters, and Sooth- Sayers tell
me that they are the devil in disguise”!....
Really? And this is what you hear from so
many people…who know little or nothing on
how a Hedge Fund operates, who it helps,
and what good it accomplishes. Follow the
leader regardless of whether it’s the truth
or not. If this attitude doesn’t increase
your blood pressure, then there is more to
learn.
A Bain Capital or other similar
Hedge Funds are made up of
professionals in a variety of
fields in investments. They
usually carry excellent credentials and those credentials are followed with a list of
ventures that they have assisted
in a successful funding. Their
modus operanti is as follows:
• Investigate the proposal—is the
project “feasible” and eventually
profitable?
• Review and perform an analysis
• Verify all documents and exhibits
• Review and critic the business plan and
feasibility/viability study
• Perform required site inspections
• Meet with necessary officials & inspectors
• Perform final audits & assessment
reports
• And finally, if everything passes, recommend the loan to investors

And who seeks out a Hedge Fund or a
Joint Venture capitalist? It is usually the
entrepreneur, developer, commercial investor, or the agent or broker representing
these parties. Why? In most cases they
do not have the financial where with all
to make the deal happen. Their funds are
limited or as I have found in several cases,
they expended all their reserves and do
not have sufficient funds to either complete the project and proceed to the next
phase.
So what’s in it for me the client, and how
does the Hedge Fund fare in this overall
venture? First of all, a “total equity loan”
may be proposed. Which means no lender,
but the Hedge Fund becomes a true
partner in the venture. It could
be a 50/50 joint ownership, but
may be

more
like
75/25,
Hedge Fund
to client. O my
gosh! I’m giving that much away?
Well consider the “risk”, who is coming up
with all the dollars, and who must satisfy
the investors. On the other hand, the
Hedge Fund may secure a lender who will
loan anywhere from 90-100% of the total
cost, at very attractive rate and terms,

and the Hedge Fund only requires a 10 to
30% participation/ownership. If you are not
willing to give up part of your dream project, then dealing with a Hedge Fund is not
for you. Lastly, in most cases, the client
as manager will retain the operation and
management, receive normal compensation, hold a percentage of ownership, and
to beat it all---- “the Hedge Fund remains
the silent partner”.
Working with a Hedge Fund is not for the
“faint of heart”. Minimum loans are usually
five (5) million, with maximums in the three
hundred (300) million + dollar category.
The process can be time consuming unless
many exhibits are obtained in advance,
and the client totally cooperates with the
broker/agent or Hedge Fund direct. There
must be a full and honest commitment
to move forward, and backing out can be
costly for both the client as well as the
Hedge fund. Therefore, the client must
be willing to fund a retainer to start the
process. Said retainer amount depends
on the size of the loan, location, type, and
experience of the client/s.
The loan has closed, now what? The
operation proceeds, time passes, and at
the end of a quarter or yearend, a review
of the operation takes place between
management/owners and the Hedge Fund.
Critiques are presented, corrections made,
if necessary, and further time passes. If
all is successful, satisfactory profits and
returns on investments are made to the
investors. We should also mention that the
client does or may have the opportunity
to “buy back” the percentage of ownership currently held by the Hedge Fund. If
however, problems occur and are not correctable by management, the Hedge Fund
will step in, make the necessary changes,
including possible management changes,
and report to investors what changes
have been made. Hard decisions have to
be made, since Hedge Fund managers
have many “bosses” to report to, including government agencies. “We don’t like
having to make those hard decisions, say
the HF managers.” “We are the conduits
for the investors, but we have to also be
the advisors to the decision makers”. Risk
itself will always be there, it can be a costly
item, but Hedge Funds do help in reducing
the risk somewhat, and that’s what they
get paid for. Hedge Funds help the local
economy, opportunities, and jobs. Don’t
knock them….learn more about them, and
how they can benefit all.

- end
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The beginning of this
year started off on a slow pace. We
really were not sure if we were going to
experience another 2010 and 2011. But
as spring came, the domestic inquiries
started to happen. People were feeling
a little more comfortable, many things
including construction, remodeling or new purchases started to
pop, and telephones began to ring.
But to our surprise and amazement, more calls came in regarding the need for financing on
and in the international arena.
Our first thoughts…it just won’t
happen, the international money
market is closed, we won’t find
any investors/lenders to participate, and will we get any interest?
And although these were negative
thoughts, we had to remain posi-

unacceptable high rates in the 12% to
28% category.
* Project not feasible in their underwriting minds.
* Limited capital in their region.
* Type of venture does not fit in their
lending guidelines.
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executes broker placement agreement.
* Client deposits nominal retainer
to cover broker cost for possible site
inspection, meeting with clients, and
assist in completion of required exhibits
to lender.
* Additional exhibits are compiled
and forwarded to lender for
final underwriting and analysis.
Lender may, together with a
licensed appraiser, visit the site,
meet with agency officials, have
a face to face meeting with client,
and if all acceptable, move to the
approval stage.
* Firm commitment letter is
issued, accepted, and forwarded
to legal counsel for closing and
eventual funding, either as a
whole, or under a construction
stage loan.

Financing in the International Arena
tive, upbeat, and keep all our options
open. And sure enough, it happened!
Our first inquiry came from a referral
for a housing project in the Dominican
Republic, the second on a hotel to be
built in Panama, the third on a hospitality project in Italy, and the most recent,
an existing project in Costa Rico. Will
we make them all, I am not sure, but we
will give it our best try. The crazy thing
about all this is “we have secured lender
interest in all these inquiries”, but it’s
only at the starting gate, and will not
know the final results for some time to
come. The process could take anywhere
from 60 days to 6 months. It all depends
on many factors, both on the client as
well as the lender side. In many cases,
we the broker may not have control over
the processing time. Once the entire
package is submitted to the lender, it is
out of our hands, and all we can do is
“prod”.
The question that usually comes up
next is “why don’t these clients deal with
their local lenders?” Good question. Here
are the typical answers:
* The local banks are limited to an
amount per project, and most transactions have higher dollar requirements.
* The local banks may have the funds,
but they don’t invest in commercial
ventures.
* The local banks may be charging

* Politics.
So why get involved? Lenders consider
the following:
* Experienced and well qualified
client.
* Project has the backing of the local
government.
* A government agency may be
providing some incentive, such as an
outright grant.
* Client may have substantial “skin”
in the game.
* Client may be seeking a short term
loan, such as a bridge.
* Interest rate return can be higher
than on a domestic level.
* A “JV” may be formed to create
ownership with client, and produce a
greater return.
Well, then how does it work? The simple
procedure follows:
* We require two in-house forms to be
completed.
* Additional exhibits may be
requested.
* Questions are poised and recorded.
* Executive Summary is prepared and
with completed forms, sent to lender for
review and consideration.
* If lender interest, preliminary
quotes are received under a Letter
of Interest or Intent to Fund and forwarded to client for acceptance.
* Client acknowledges acceptance and

What are the market rates, offering terms
and other conditions (as of 10/1/12) which
would make a satisfactory lender acceptance?
* Normally, they would like to see at
least 25-30% skin in the game.
* Depending on the nature of the
transaction, the rate could vary from 8%
to 12%.
* Terms are usually a 2-3 years interest only for construction and it can vary
for a permanent loan from a 15 year to
25 year fully amortizing.
* Lender origination fees can vary
from 2% to 4%, and can usually be
incorporated in the loan amount, payable at funding.
* Broker and possibly agent fees can
vary from 2-3% payable at funding.
Currently, we have four lending
sources that will consider international
commercial financing. Our 40+ years in
this industry has provided us with the
necessary experience and know how to
assist a client or their agent in securing
the financing required. Are you one of
our potential clients? Can we assist you
in your financing needs? Are you aware
of an individual or entity that may need
this form of financing? We can help. Give
is a call and be sure to check out our
website.

898 Ridge Road :: 39B
Webster, NY 14580-2556
phone:: (585) 787.4310
cell:: (585) 766.9540
e-mail:: amgramza@amgcmb.com
web site:: www.amgcmb.com

many thanks...
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I wish to thank all of my fellow brokers, agents and referrals for your continuous support
and encouragement over these past three (3) years. The road over this period of time
has been rocky with many bumps, and certainly “empty”. For those who have weathered
the storm, congratulations. Hopefully, you are seeing a light at the end of this empty
tunnel. For those still struggling, hang in there, keep your enthusiasm going, don’t give
up hope, and continue to charge forward. The field of commercial mortgage brokering has dwindled considerably, but that does not have to include you. The “outlook” is
brighter…and always keep that in mind.
Happy Halloween, Happy All Saints & All Souls Day and Happy Thanksgiving. Go out
and do your duty………VOTE ON ELECTION DAY!

FUNDING AVAILABLE
$ Bridge loans
$ Blanket Mortgages
$ Multi-family
$ Asset Based
$ Construction loans
$ Three (3) year terms
$ Loans — $100,000 to
		
$10,000,000
Call for more details!
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Take a moment and visit our website! There you may download a
PDF version of this newsletter. The
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