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Introduction

Buying a home in the United States is a goal for many
Canadians. Sitting by the pool or playing.around of golf in
January while your neighbors back herie are shoveling snow
is, for many, the Canadian dream.

Statistics show that more and-racre Canadians are making
that dream a reality. By mid-2008, nearly one quarter of all
international homebuyers in tite US were Canadians. This was
not only a record, but also more than double the year before.
According to the 200& National Association of Realtors annual
profile of international home buying activity in the US, the sun
states of Flotiaa and Arizona, not surprisingly, were the most
popular locations for Canadian buyers, accounting for more
than 60 per cent of their purchases. The survey also showed
many Canadians paid cash for those homes.

House prices in the US are the cheapest they've been for
some time, which is one of many factors inspiring Canadians
to buy property there. Some are looking for a retirement home,
while others are scouring the market for investment oppor-
tunities. The subprime mortgage mess has reduced prices by
about 25 per cent in the US since the peak in 2006, and by
more than 40 per cent in some states, in particular those sun
destinations of Florida and Arizona which were overbuilt.
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Foreclosures are so common in the US that, in true com-
petitive American style, cities boast their top spots on the
foreclosure capital standings.

While buying a sunbelt home is not new to Canadians—
even before the housing market meltdown—more are inspired
to buy when the Canadian dollar nears parity with the US
dollar. And as home prices in Canada were reaching their
peak, many homeowners took equity out of their Canadian
properties to put towards buying a US place. Even after the
Canadian economy and housing market began to feel their
own pressures, the land rush south of the bordet continued,
thanks to low property values and high foreclosure rates.

In fact, as long as there is winter in €anada, Canadians
will continue to take the US property plunge. The purchases
will also continue to be driven by d<mographics in the fore-
seeable future. As the Baby Boom generation ages, more and
more are looking for retirerient properties in vacation desti-
nations for their families “iuring the cold winter months. But
instead of just renting a place, or going for long hotel stays,
many are looking te buy something of their own.

The American housing crisis has also become an invest-
ment opporuiitcy for Canadians not yet ready for retirement.
'The strategy: buy a home or condo to generate cash flow, and
eventually sell it down the road when the market recovers.

Whether it’s a lifestyle purchase or an investment, there are
many factors about buying US property that many Canadian
buyers understandably find confusing, or they overlook. Add
to that the complexities of the new foreclosure-driven buy-
ers’ market, and buying a US property could be a recipe for
disaster if you don’t do your homework.

That’s where South of 49 comes in. This book is about more
than just tax advice and buying tips. We take you through all
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of the real-life considerations when buying down south, from
travel time and immigration rules to making sure the home
or condo you buy actually fits your investment goals. We will
also help you answer one very important question when con-
sidering such a purchase: Why? Why should you buy a place
and not just rent? Why should you buy in Florida instead
of California, for example? The answers? It all depends. It
depends on you, your individual circumstances and your goals.
'This book will help you think through these decisions before
you make them.

While owning a home in the US may be the Canadian
dream, it’s also not for everyone. We aren't tryirg to discour-
age you from buying. Instead, we want te-he.p you make the
right choice. Buying a house in the X!S'1s a huge commit-
ment. It’s also a lot of work. Our gaslis to get you to do your
research first, and then consider carefully whether the invest-
ment is right for you.

Sound daunting? Do worry; it will also be a lot of fun.
‘That’s because we plan t¢ share this information through two
very entertaining characters: Ted, the Textbook Emotionally
Driven buyer, an4 his friend Sid, the Sophisticated Investor
Dude. Ted andSid, old university buddies with different goals,
will show you, as a Canadian, the pros and cons of buying and
owning your own piece of property in the US.

While Ted and Sid are fictional characters, most of their
experiences are based on actual events. We, the authors, have
a great deal of experience in buying and selling real estate in
our professional lives. For this book in particular, we traveled
to several US cities from coast to coast and visited dozens of
homes for sale as part of our research. We also had long dis-
cussions with various players in the American housing market,
from buyers and sellers to realtors, developers, inspectors and
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everyone in between. We had a lot of fun, and we learned a
ton. It’s our pleasure to share our insights, experiences and

overall adventure with you.

Philip McKernan

Dan Sampson

Mike Cunning

North Vancouver, May 2009



Of Risk and Reward

We meet Ted and Sid, and Ted’s real estate veatare begins.
Ted looked up from the Risk board game laid out on the table
before him and directly into the eyes.of his old friend, Sid.
Ted knew what was next, as Sid flashea him that trademark
winning smile that Ted has learried to recognize since they
shared a university dorm roora riearly 20 years earlier.

Sid threw up his arms in. victory.

“Yes! The United States of America is mine!” Sid shouted
after having moved his red armies into Ted’s last remaining
stronghold.

Sid then juisiped up and began a victory dance across Ted’s
living roo1a.

“That, Ted my friend, is what world domination looks
like,” Sid said as he continued his winning gyrations.

Ted tried his best to look disconsolate. Then he laughed.
“Congratulations buddy,” he said, accepting defeat in the latest
round of the game that had become a tradition whenever the
two got together.

“You won this time. But I, my friend, will own my own
part of the US soon enough,” Ted said. “For real. And if you
don’t stop that prancing around, I won’t ever invite you over.”

Sid stopped and looked at Ted, puzzled.
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“All of this ocean air in Vancouver is making you talk
funny,” Sid said. “Maybe you should come back to Toronto
with me and start thinking straight again.”

Ted shook his head and smiled.

“Seriously, Sid. I'm about to own my own sweet little prop-
erty in Phoenix, and when those Toronto winters get you
down, maybe you can come visit—especially during hurricane
season when you can’t see through your boarded-up windows
at your Florida place.”

Sid sat down.

“Are you serious? When were you and Nancy::n Phoenix?
What property? Did her parents buy a place down there?”

“No,” said Ted. “We are buying a place; or maybe I should
I say I am. Nancy isn’t too keen on putting any of her own
money in it just yet, but I've got some inheritance money from
years ago and maybe she’ll agree to invest in the place too once
she sees it. I mean, it sounds greatand .. 7

“Whoa!” Sid interrupted. “Hold on a minute Ted. What
do you mean it sounds great? You haven't seen it?”

“I don’t need to-see it. I have the listing right here. And
besides, there aretons of photos on the Internet, and a virtual
tour,” Ted caid as he pulled a sheet of paper out from a stack
of magazines on the coffee table beside him. “I found it on
the Internet and it sounds perfect. It’s so cheap; it’s practically
a steal. The last owners bought it for $325,000 in 2006 and
now it’s for sale for $185,000. It’s barely lived in—what could
be wrong with it? Maybe I'll have to finish the basement or
something. At that price, I still win. I can’t even buy a garage
in Vancouver that cheap!”

Sid grabbed the listing from Ted’s hands and started to
read the description out loud: “Very nice home built in 2005.
Bank owned. Priced to Sell! Barely lived in. Three thousand
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square feet. This home features three bedrooms, two-and-a-
half bathrooms, eat-in kitchen and dining room, living room.
Close to park and rec centre. Needs a little elbow grease . . .”

Sid read the rest quietly under his breath.

“Ted, friend. I don’t know about this. ‘Needs a little elbow
grease?’ Who gave this to you?”

“A realtor in Phoenix,” Ted said. “I saw an ad from him
in the local paper. He sets it all up for you from down there.
He sounds like a really good guy. You tell him what you want,
you know, a pool or not, a garage, how close you want to be to
the center of town or the golf club. He said this.¢ne is pretty
close to the US Airways Centre where the Phoenix Suns play,
which is right near Chase Field, where tiie’'Diamondbacks
play baseball. And the price, Sid, i#’s scaoc cheap. Almost half
what the owners paid for it! I can’*lielieve how much house
prices have dropped down ther¢. t's the perfect time for me
to buy!”

“Stop right there, Ted;" Sid said.

Ted noticed his friennd’s smug smile had suddenly turned
to alook of concern:He'd seen this face from Sid before—the
last time was when he bought a boat on impulse. Sid recom-
mended he ¢ry renting a boat a few times first, to gauge how
often he would actually use it. Ted bought the boat anyway,
and after the excitement of being captain of his own ship
wore off, the boat seldom left the marina while the dock-
ing and service fees ate away at his wallet. He sold the boat
after two summers for less than he paid for it. Sid’s concern
scared him.

“Oh no,” Ted said sheepishly. “What have I done this
time?”

“Not to worry my friend,” Sid said, his tone a/most reas-
suring. “But, you haven’t put any money down on this yet
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have you? Please tell me you haven’t put any money down
yet, Ted?”

“I have tied it up with a deposit—a thousand bucks—and
conditions are removed on Tuesday,” Ted said defensively.

Sid leaned forward and looked directly at his friend, who
had since sunk into his chair.

“Listen, just do me one little favor, would you?” Sid
asked.

Ted sighed, but kept listening.

“Just go down and see the place for yourself first,” Sid
advised. “Go this weekend. Take a couple days ot and make
it a long weekend if you can. If you love it, if it’s really the
place you've always dreamed of having as a vacation home, or
investment, or whatever, then do it. But don't—and Ted I'm
begging you here, as your friend—<en’t buy it without see-
ing it first. Please?”

Ted rubbed his eyes withi the palms of his hands then
shook his head, as if he liad just been splashed with a bucket
of cold water.

“All right Sid; if you insist. I'll go see it. But it’s expen-
sive to fly down there. And I have to get the time off work
first, and.. ..

Sid interrupted again.

“Ted, it’s not a set of golf clubs you're buying here. It’s
a house. If youre complaining about the price . . . By the
way, what is the plan? Are you planning to rent this out
or...
“I know, I know, Sid. You're right,” Ted cut in. “You are
always right. Okay, I'll get down there and meet this real-
tor myself. But I'm telling you right now that this place is
the one. You'll see. As for my plan, I don’t know exactly.
Maybe I'll rent it out to friends. It would be nice to live there
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someday too. All I know is that if I don’t buy now, I'll be
kicking myself later.”

Sid wasn’t so sure Ted understood what he was getting
into, but felt he had pushed his old friend enough for one
night. Sid took another tack.

“I hope you are right, Ted,” Sid said. “I can’t wait for you
to tell me I told you so.” And if you want, call me when you're
down there, let me know how it looks or if you have any ques-
tions or anything.”

“Yes, ‘Dad, “ Ted said, laughing. “Now, can we change
the subject?”

He then glared at Sid, like an eagle stalking its prey.

“How about another round of Risk thex; eh pal? This time
I'll show you who owns the US. Get your little army ready
for General Ted!”

'The two laughed as they set'up the game. “You're always
full of surprises,” Sid said..“tliat’s what makes you Ted, 1
guess. Hey, remember that boat you bought a few years ago
and never used?”

“Just roll the daran dice,” Ted said.

SID’S TIPS

* Never buy a property in the US, or anywhere
for that matter, without seeing it in person first.
Internet photos and realtors’ brochures aren’t
remotely enough information on which to base a
purchasing decision. You need to see the property
for yourself, including talking to the neighbors and
taking a tour of the neighborhood and the region.
You need to compare your list of desired services
and amenities against those available where you're

looking.



Chapter One

* Don’t put down a deposit unless you are clear about
the terms and conditions, including asking whether
you can get your money back if you change your
mind and don'’t buy.

* Remember that listings are trying to sell you features
of the home. Theyre marketing tools. Any mention
of “needs elbow grease” or “handyman’s special” is a
red flag that the house needs a thorough inspection
that may require more than just hiring a home
inspector.

® Just because a house has fallen dramaticaliy in price
doesn’t make it a good reason to buy. It could be the
opposite. What looks like a “good deal” should never
be the primary motivating fact¢« 1:ia purchasing
decision.

* Have a plan. What do.veu intend to do with the
property? Will you be the only occupant or do you
plan to rent it out> Think about this before you even
start looking at buying a property in the US.
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