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THE COMPUTER A POWERFUL 

AID FOR SELLING INCOME PROPERTY 


John M. Peckham, III, Realtor, Brookline, Massachusetts 


As cities are being dramatically changed by modern building techniques and man has the prospect of 
far greater longevity due to amazing medical advances so is the Realtor faced with dramatic changes 
in merchandising techniques. Realtors specializing in the brokerage of income properties are faced with 
an enormous challenge. The age of computers is upon us! Consumers in all fields want more in the 
way of service. Real estate investors are demanding and receiving - increased professionalism. The 
computer can now assist you in providing investors with the information they need to arrive at a sound 
decision. You must understand the capabilities and application of this space age product. The purpose 
of this letter is to acquaint you with the basic application of this powerful marketing tool. 

SELECTION AND ANALYZING 

THESE ARE TWO BASIC AREAS WHERE COMPUTERS CAN BOOST YOUI't SERVICE 

TO INVESTORS AND CONSEQUENTLY YOUR SALES VOLUME CAPABILITY. 

At present, the most widely-used method of matching investors with investments is the "manual finger 
flip"(MFF). It consists of flipping through a series of 4-by-6 cards, each of which lists the name of an 
investor, his cash potential, investment objectives, property preference and locational desires. 

The search for prospective buyers by MFF starts when a new listing crosses the salesman's desk and 
ends when the property is either sold or becomes "shopworn." The MFF technique is also used when a 
prospective buyer comes on the scene looking for a certain type of investment. Then the salesman 
executes the MFF with a series of listing sheets. 
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The weakness of the MFF system lies in the fact that it requires concentration, effort and time. Con

sequently, most salesmen, being creatures of action, do not research their files properly - simply because 
of the time involved. 

Our firm, Data Realty Corp., specializing in income property exclusively, was one of the very first to 
use electronic data processing equipment (EDP) to match investors with investments. Here is how we use 
it: Each of our salesmen submits a client qualification card which details the person's objectives, desires 
and capabilities. 

Name 

Street # 
City, State, Zip 

Type Bldg. 

, Pref. Loc. 

CASH DOWN 

5· I 

10.I 2 

20· 3 
I 50. 4 

100· 51 
1 100+ 6 

PROFESSION 

Doctor I 

lawyer 2 

Account.nt 3 

Educ.tor 4 

Crafts 5 

Securities 6 

Tel. 

Down Paym. 

Profession 

Objective 

I / Owns what 

TYPE INVESTMENT 

Aph. 7 

Stores 8 

Offic". 9 

Shop Ctr•• 10 

Net Net L. II 

Guest H. 12 

( Primary) 

Engineer 7 

Self Empl. S 

Gov't. Empl. 9 

Businessman 10 

R. E. Investor II 

12 

Hotel 13 

Motel 14 

Ind. Bldg. 15 

Land 16 

17 

1/ / / / /IS, 

GENERAL 

LOCATION 


Foreign 13 

U. S. I~ 
North 15 

W,est 16 

South 17 

1 Centr.1 IS , 

OBJECTIVE i (l 
0 

Fixed Income 19 1 Upgrade 25 i ~ a:: 
High Income 20 1 Non.M4I'1/lg~ til ..." 0 
Growth 211 Safety 27 • !: 

» 
» 
~ 

Est. Building 221 B.nk C••h 2s1 Q
;;;' ;o:! 

Depreciation 231 29 ::.. .-» 
m 

Resdl" 241 E.c. Prosp, 30 "" 0 =< 
\0 (lSPECIFIC LOCATION ;; 

03TOWN CODE ;>:;l3;. ="I. 
\0

2. ---  0.....3 --- 
4. " 
5. --- 
6. --- 
7. 

BROKER # _______ SOURCE ________ DATE 

The information on this card is programmed into our EDP equipment and stored for retrieval. When 
a salesman wants a list of prospective buyers for a particular listing, he requests a "print-out" of all his 
clients who are capable of investing in that particular listing. The equipment searches through all of his 
clients (usually hundreds) and prints out the name, address, telephone number and profession of all who 
would qualify for the investment. It produces this information on a "ticker tape" which the salesman 
can carry back to his desk. He then makes his initial telephone contact directly from the list on the tape. 
The "investor-selector," as we call it, can select in minutes a qualified list which would take the salesman 
using MFF hours - or even days. 

Current investment offerings are similarly programmed into the equipment using the same basic cate
gories illustrated on the client card., At our offices, after a qualification interview, the investor is brought 
into the EDP room where the salesman assists in selecting the switches on the "investment selector" which 
prints out a list of those properties which meet his requirements. The salesman and investor then select 

. the most logical properties, review the operating statements and conduct a physical inspection of the 
property. 

MANY WAYS TO MATCH 

Several manufacturers have produced simple selection and matching devices that range in price from ap
. pr.oximately $2,000 to $35,000 for outright purchase. These are not computers. They are relatively 
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uncomplicated electronic data-processing devices, priced at a level where the moderate sized office can offer 
scientific matching for their clients. 

I believe that this equipment will fill the initial demand for selection and matching for about five more 
years. At the rate that computer technology is expanding, I envision sophisticated computer networks at 
reasonable cost to Realtors, specializing in commercial and investment property (C & I ) brokerage. 

Residential brokers jumped into the "computer" business well ahead of those in commercial and invest
ment real estate. This is understandable, as residential brokers generally have formed Multiple Listing Serv
ices which are far more effective than anything we in C & I have assembled. One organization in the Detroit 
area is already providing members of Multiple Listing Services with the true computer matching service at 
relatively low cost. 

Analyzing income properties requires an astute knowledge of property valuation, financing and a 
thorough understanding of federal income tax laws. An income property broker should carefully study both 
the specific property and his client's income tax situation. Mastery of the art of calculating these two factors 
is an absolute necessity today. His days of listing, advertising and running around with flailing arms looking 
for the right buyer, without proper consideration for his tax position, are on the way out. CID, with its 
fine educational courses conducted throughout the country, is paving the way to widespread professionalism 
along these lines. 

Despite the growing awareness and ability of income property brokers in the area of data analysis, there 
are still ways to speed up and improve our service to investors. Once you have learned the ins and outs of 
property analysis and taxation, you can then enlist a computer to assist in combining the financial charac
teristics of a specific property with the tax characteristics of your client. 

Data Realty Corp. is now feeding to a computer basic property income information, financing possibili
ties and the tax characteristics of the client. The computer gives us back a print-out which analyzes over 40 
items of information regarding this interrelationship. The computer calculates, for example, the amount of 
depreciation available on any of the various schedules; lets us know how much, if any, excess depreciation 
is left over to shelter our client's income from other sources; figures out what his tax liability will be as a 
result of owning the property; computes the capital gains tax if our client sells (or the ordinary income tax 
if recapture is required). In addition, the capability of this marvel is such that we are provided with 30 other 
items, which are of vital importance to our client and his accountant. 

This space age miracle will print in a few seconds a complete documentation showing the client where he 
will stand in each of the next 10 years; to top it off, it will cumulate such tidbits as mortgage balances, adjusted 
cost basis and tax sheltered income. A Realtor, if well trained in income property brokerage, could compile 
all of these statistics manually. But it would probably take the fastest mathematician in your area two to 
three weeks, working 24 hours a day to arrive at the same conclusions that a Realtor, aided by a computer, 
can have in hand and printed, in a few seconds! 

IMAGINATIVE EXCHANGING 

Although it appears highly imaginative today, another use of the computer that we shall soon see is in the 
selection of various income properties for exchange, based on several tax variables. In this category, for 
example, is the projection to be made for an owner who is faced with the problems created by a low ad
justment cost basis and the resulting lack of depreciation. It will be possible to match owner's present 
tax situation and problems with the property to be acquired in an exchange that will so:lve his problems; at 
the same time, the computer can provide five, ten or even fifteen-year projections, to show him what the 
property to be acquired can do for him during this period of time. In this way, it will be possible simul
taneously to compare three or four potential acquisitions in an exchange and to choose the property that 
comes the closest to achieving his major long-term goals. 

If the end result of using computers in buy-sell commercial brokerage sounds astounding, then the appli

cation of computer matching-and-analysis in the exchange field will be rewarding to a still greater degree in 

commissions earned and in service rendered. 
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TEN YEARS FROM NOW 

The full-scale use of computers for matching clients with the right investments is still a few years away. Un
til then we must be content with inexpensive matching devices. It is not inconceivable, however, that in ten 
years' time an investor will walk into an income brokerage office and, after outlining his tax position, invest
ment capabilities and desires, this will occur: 

Investor: 	 Mr. Broker, where do we go from here? 

Realtor: 	 Nowhere, yet, Mr. Investor. Let me ask our central 
computer what we have which will shelter $10,000 
of your income from other sources and will provide 
you with a capital gain of $150,000 in seven years. 

Mr. Broker then pushes the buttons on his video phone. This links him directly to the central computer, 

which takes five seconds to scan all the properties available in the location desired. A printed sheet then 

comes out of the side of the phone with the names of four properties that fit his needs. of these 

properties is analyzed as to how it will affect Mr. Investor's tax and growth picture. 


By pushing a separate button on the phone, Mr. Broker then activates a video tape which projects over a 
small screen next to the phone. The investor is able to sit in the comfort of the Realtor's office and view the 
exterior, lobby, sample rental units, boiler room and neighborhood of the four properties already selected and 
analyzed. If he wants to fly out and see the property in person, the instrument on Mr. Broker's desk can 
even make his reservations and print the airline tickets on the spot! 

Now that the laughing has subsided, let me make one thing very clear. This story is possible today using 
developments which are operational at this moment. 

TECHNOLOGY IS READY FOR US 

But are we ready for technology? The answer is a resounding NO. As mentioned earlier, the residential 
brokers are years ahead of those in C & I in ability to utilize the computer's matching capabilities - and the 
former do not need the analytical capabilities. They will be geared up long before we are able to fit comfort
ably into the computer age. 

In order to conform to the new technology, we must first develop a common language. The words "net 
operating income," for example, must mean the same thing and be arrived at in the same way by all Realtors. 
The same applies to the terms, net spendable, gross spendable and net equity income. cm is well on the 
way to developing a common language and understanding through its fine national courses. Its committees 
and staff also spend thousands of hours developing and improving forms to help all Realtors arrive at and 
express their common language. Many residential brokers are years ahead in developing ways to derive the 
benefits of interoffice cooperation. 

INCOME BROKERS' NEEDS 

As C & I brokers build their common language, they must develop a strongly cooperative attitude and the 
machinery to administer interoffice, intercity and interstate cooperation. 

The benefits to Realtors and their clients derived from the use of computers in selecting and analyzing 
investments are so startling that, when we look back from the vantage point of a few years, our present-day 
methods of merchandising income property will look like a Dark Ages operation. We will be looking back 
sooner than most people realize! 


