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10 Lessons from Others’ Mistakes ~

Wisdom from the Files:
Why Smart people Make Dumb Money Mistakes

Terry
Moore
CCIM

Charles and Lizzie are
some of the smartest
people I'll never close
with. Both were the
brightest and hardest
working kids in the
class.

This true story is not told to impress
you; it is to impress upon you that wise
expectations and appropriate behavior can
bring superior results

Smart people ...

Lizzie and Charles are on the fast track
at work. Their income exceeded $150k
years ago. They are justifiably proud of
their accomplishments. The other soccer
parents think that Charles and Lizzie have
it together. Before they travel overseas they
read about the culture and history of their
destinations. They listen to guides about
local customs and aim to minimize faux pas.

They made money on their first rental
house in a tertiary market. His parents had
also been landlords so they began with more
experience than most investors. They were
smart and avoided paying taxes early. They
did a tax deferred (1031) exchange.

Charles & Lizzie expected buying
apartments would be easy. A great
lender recommended me, because I had
successfully served 100+ apartment buyers.

... dumb outcome

Unfortunately they ultimately bought a
mediocre investment after fumbling three
better opportunities. Instead of winning
easily, as they expected, they felt bruised and
insulted; they wasted time and money.

They never read The Ugly American
about a self-centered blundering oaf who
offended people in many nations. Charles
and Lizzie’s self-absorption and faulty
assumptions stopped them short of their
potential.

Ten concepts they had not accepted:
1) Income property provides

opportunity; it does not guarantee
success. They did not understand the
difference between being consumers of
depreciating products and investors trying to
capture the best of a few income producing
opportunities.

2) Sellers owe nothing to potential
buyers, until there is a signed
contract. Lizzie & Charles wanted
confidential financial information from the
seller before they even wrote an acceptable
offer. Buyers receive due diligence
information after, not before, there is a
contract.

3) Customer is not always right. The
landlord (seller) does not expect to ever do
business with the investor (buyer) again.
That is different from Nordstrom or the car
dealer. The sellers rejected the notion that
Charles and Lizzie needed to be catered to.
Lizzie and Charles were surprised that multi-
millionaire sellers did not make everything
easy for them.

4) Smart people gain from coaching.
Arrogance blunders and offends. Income
property buyers ultimately have access to
the same information that house buyers do,
but the sequence is different. Charles knew
how houses sell. He was “too busy” to learn
the reasons behind the customs an of income
property purchase. For example when Smith
wants to buy Jones’ home, the buyer can
come in many times before writing an offer.
The seller will tolerate the intrusions in
hopes of collecting cash at the sale. Charles
and Lizzie wanted to be able to see the inside
of tenants” homes before submitting an
offer. The seller, not the tenant, receives the
proceeds, and tenants lose privacy with no
benefit. Disturb tenants too much and they
leave. In overseas travel Charles & Lizzie
were respectful; in the income property
arena they were rude and presumptuous.

5) Wise counsel is a bargain, even
though learning is inconvenient. These
hyperactive buyers wanted services provided
to them, when and how it was convenient
to them. They did not know what they did
not know and were unwilling to talk on the
phone or meet to ensure that they were
well prepared. They did not trust the expert
guide. Only when it was too late did Charles
and Lizzie discover that their knowledge had

gaps.

6) Win-Win negotiating means that
buyers trade extra commitments in
order to gain unusual favors from
the seller. Charles and Lizzie could have
eliminated competition from their best
opportunity. If they had been willing to
release some cash to the seller, the seller
would have seen their commitment to
selling their rent house. When they wanted
the apartment seller to absorb a risk they
controlled, the seller refused their offer.
Within weeks seller obtained more money
with no extra risk.

7) Real estate contracts require
both sides to perform as agreed. These
upscale consumers are used to free trials and
no risk options. In the next best opportunity,
they were stunned to discover that they
needed to fulfill their commitment before the
seller would consider making a concession.
When they breached the agreement, they
lost their second best option.

8) Trustworthiness is not related
to commission. Charles and Lizzie falsely
assumed that all brokers and lenders lie
because they receive commission. Some
people do lie. Character, not means of
payment, determines whether someone is
trustworthy.

9) Income property owners to set
policy; the buyer is not bound by
seller’s policies. When Lizzie saw seller’s
poor management she acted as if it would
always be that way. They ignored any
benefit they’d receive from better polices.

In contrast, savvy investors know solvable
problems are easy ways to create more
income. That mistake cost them their third
best option. Within three days another
investor saw property, recognized the
opportunity and captured it.

10) Reflection can produce wisdom.
Charles and Lizzie committed folly. They
were warned of the risks of their choices and
blundered anyway. When we last talked it
was not obvious whether they realized how
much potential income and wealth they had
fumbled.

We all make mistakes; many people learn
from their errors. Wise folks learn from
other people’s mistakes. Our current clients
benefit from what our team has learned.

May you make avoid folly and make wise
choices.

For more than a generation, Terry Moore, CCIM has helped investors make important investment choices. You can reach him at 619-889-1031 or
tmoore1031@gmail.com or SanDiegoApartmentBroker.com. He is a principal of ACI Apartments, San Diego County’s most active income property
brokerage firm. In 2014 he was selected as San Diego Daily Transcript’s first “Trusted Advisor.”

20150408 Trusted Adviser - Terry Moore.indd 1

®

4/2/2015 2:16:31 PM





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




