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W
ith a focus on the current U.S. market trends and 

the advantages of investing in today’s market,  

Edward Mermelstein, Managing Partner and Co-

founder of Rheem Bell & Mermelstein, tells us more 

about these favorable conditions and some helpful investment tips 

 in this one on one exclusive. 

Performance Security

Edward Mermelstein

US MARKET TRENDS

Why is now a good time to invest in the 

U.S. real estate market?  

With the financial markets in disarray and the 

unfortunate circumstances taking place in Japan, 

the U.S. real estate market has reasserted itself 

as a safe haven for investment. Our market is 

consistently sited for its political and economic 

stability and that is what makes the U.S. market 

so attractive to the foreign investor.

How did the current trends  

in the market evolve?   

The U.S. real estate cycle has shown a recurring 

7-10 year bell curve. It rarely deviates from the 

curve and has shown consistent yearly returns 

that have outperformed the rest of the world 

over the past fifty years.

As a non-U.S. investor, what are some of 

the perquisites for purchasing property 

in the US? 

In short, due diligence must be conducted 

through a trusted advisory team, which consists 

of a buyer’s broker and attorney.  The job of an 

advisory team is to educate and protect the client 

in unchartered waters. The specialty of working 

with foreign clients cannot be substituted as one 

must deal with tax issues as well as educating 

the client and at the same time learning their 

needs and financial expectations.  

Buying U.S. Property 
Why today is a good time to invest in the United States  

real estate market 

Aerial view of San Francisco.
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FINDING THE RIGHT 

PROPERTY
What are some particularly attractive States to 

invest in and why?   Location, location, location. 

The major metropolitan areas in the U.S. have 

consistently outperformed the rest of the country. 

New York City, Washington DC, Miami and San 

Francisco have become the most attractive 

centers for foreign investors. We have also seen 

more adventurous investment funds delve into 

secondary markets such as Phoenix, Houston 

and Boston.  

Are there risks involved when buying 

foreclosures or Short Sale properties?

Risk is always commensurate with reward. 

Foreclosures and Short Sales are best left to 

those who specialize in the purchase of those 

products. Competing with local players in 

this field is a recipe for disaster and is not 

recommended to a foreigner unless they are 

working through a local partner.

Why should a property be inspected 

more than once?

Inspecting a property prior to sale will allow 

you to negotiate on price as well as request the 

repair of any defects. Prior to closing on your 

purchase, it is extremely important to confirm 

that the work which has been pre-negotiated 

is completed and that no new damage has 

occurred from the time of the last inspection.

EXPENSES
     

What are the tax implications or 

responsibilities when buying and selling 

a property in the U.S.? 
Although each city and state has its own tax liability 

for both buyer and seller, always be conscious of 

the following items: property tax, capital gains 

tax, transfer tax and FIRPTA, and always consult 

a tax expert familiar with your scenario.

Top 5 Places to Invest in the U.S.
These are the cities investors just can’t get enough of.

 By Edward Mermelstein

New York City:1.  The City has 
always attracted investors thanks 
to its diverse culture and thriving 
entertainment offerings. With 
the wealthiest concentration of 
residents in the entire U.S., the City 
is not just bubble proof but has 
shown itself to be recession proof.

San Francisco:2.  Another city with 
a strong concentration of wealth 
(thanks to a strong tech resurgence), 
SF has shown an average annual 
home price appreciation of over 
4% for the past 60 years. The tepid 
weather and stunning waterfronts 
don’t hurt.

Boston:3.  Projecting the strongest 
wage growth in the U.S., Boston 
trails San Francisco by a hair.

Washington DC:4.  Proximity to 
power is a major draw here. 
The United States capital is 
home of many politicians and 
lobbyists, not to mention the most 
famous house in the world – The  
White House.

Miami5. : With its vibrant nightlife 
growing art scene, Miami is 
ideally located for those in 
search of beautiful beaches and  
grand estates.
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To learn more about Edward 

Mermelstein and recent news on the 

U.S. real estate market, please visit: 

www.edwardamermelstein.com

U.S. Property

Do buyers have to pay a commission to 

both the selling and buying agent? If so, 

what is the commission percentage? 

There is no “standard” commission fee when you 

are selling or buying real estate, and the buyer’s 

broker or seller’s broker are typically open to 

negotiating the commission. It is not uncommon 

for a seller to pay 6% commission to the seller’s 

broker. A buyer’s broker would normally receive 

half of the seller’s commission.

How much are buyers expected to pay 

for closing costs and is there a way to 

reduce the expense? 

Again, closing costs differ from state to state 

and depend if you are applying for a mortgage, 

but it is not unusual to set aside up to five 

percent for closing costs for a purchase. This 

percentage should include all taxes, title costs  

and legal fees.

What are the annual fees that one  

has to pay for owning a property  

in the U.S.? 

The costs associated with owning U.S. real 

estate depends on where you purchased and 

the type of property you purchased. Taxes differ 

by region and state, and type of investment will 

dictate your day-to-day expenses. For example, 

condominiums will have monthly charges that 

differ from cooperatives.

What contingencies should buyers 

consider in the purchase agreement? 

Typical contingencies are associated with 

financing but any due diligence item can 

become a contingency to closing if it is pre-

negotiated and is made a part of the contract.

What is the rate of return that buyers can 

expect on a rental property? 

Returns on rental properties have been declining 

steadily as real estate has transformed itself into 

a commodity. In the 1980’s it was typical to see 

returns as high as 20%. Today we are seeing 

returns ranging from 12% to under 4% if you are 

looking at class A properties in Manhattan. Of 

course, these numbers do not take into account 

the yearly appreciation of the asset which has 

typically averaged over 4%.

MORTGAGES

Can you help us better understand FHA, 

Fannie Mae, Freddie Mac and HUD in 

relation to the mortgage market?

The aforementioned are all governmental 

entities that allow our real estate market to exist 

in the form that it functions today.  Independently, 

these entities provide mortgage insurance, a 

primary and secondary mortgage market, and 

regulation of housing industry business.

How can international investors qualify 

for a mortgage loan in the U.S.? 

Backup documentation is extremely important in 

terms of loan qualification. Proof of employment, 

banking records and a credit history will insure 

a smooth but lengthy process. It is typical for a 

foreign purchaser to qualify for a 50% loan to 

value mortgage. The more information you can 

provide a lender, the better your chances are to 

receive a loan with favorable terms.

What is Escrow and how does it work? 

Escrow accounts are normally maintained by 

attorneys, title companies or escrow companies, 

in a segregated account for the benefit of their 

client in a transfer of real property. These 

accounts are strictly regulated by both the banks 

which oversee them as well as the licensing 

bodies that regulate these transactions.

FINAL THOUGHTS

What are the advantages of owning 

property in the U.S.?

Property ownership in the US is a safety net for 

most foreign investors. Lack of political risk, no 

entry barriers as well as buying at a perceived 

bottom makes today an exceptional opportunity 

for foreign ownership.

For international buyers who reside 

outside the country, what would the  

cost be to have someone manage  

their U.S. property? 
Typical management fees range from 3-5% and 

can be negotiated based on the number of units 

being managed.

How long are these favorable market 

conditions expected to last? 

While prior returns are not indicative of future 

potential, the typical yield curve suggests that 

favorable investment conditions should continue 

for the next 3-5 years. AH

Property ownership 

in the U.S. is a safety 

net for most foreign 

investors. Lack of 

political risk, no entry 

barriers as well as 

buying at a perceived 

bottom makes today 

an exceptional 

opportunity for foreign 

ownership.”

“

Left Clockwise: Miami residences; New York 

City; Luxury home in San Francisco.


