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For Israelis, the white picket fence hides big risks

Young Israelis are increasingly snatching up residential property in the U.S. for
investment, but experts urge caution.
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The deal the saleswoman on the phone was offering Text size
seemed too good to be true: a 1,500-square-foot house in
Phoenix, Arizona. The house, Suli told me, had four © Comments (1)
bedrooms and two bathrooms on one floor and sat on a @ Print Page

6,500-square-foot lot. And the price? $78,000 including . .
broker's fees and renovation costs. It could be rented out § Send to friend
for $800 to $900 a month, Suli said. That means even © Share on

after the company's 8% management fee, the new owner Fac8baok on Twitter

would earn a return of 11% a year.
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The house was in a great neighborhood for families near
downtown Phoenix, with good schools and real estate RELATED TAGS
prices in the neighborhood have been on the rise for a Israel US

long time, Suli continued. "A property like this one would Lsrael business news
have sold for $60,000 to $70,000 just a few months ago, ~ israeleconomy

but prices have been going up, and it looks

like that will continue," she said.
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According to Harris, who himself lives in Beachwood, in
an average month his office is involved in five home sales
for investment purposes to young couples, some of which
don't own their own apartments. Many of these
customers, he says, are ultra-Orthodox.

“In the ultra-Orthodox community, it is customary [for
parents] to buy an apartment for a young couple or at
least to help them in a major way,” he said. “But at the
current price of housing [in Israel] couples prefer to use
their savings that would go to buy an apartment with a
mortgage in Israel to buy a house in the U.S. free and
clear of a mortgage, and then pay for their rent in Israel
through the return they get on the house."
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The American dream

North American real estate industry sources say over the
past year they have seen a sharp rise in the number of
young Israeli couples seeking to invest in residential real
estate. In actuality, though, real estate abroad can be
among the riskiest investments. There are fraud schemes
targeting unsuspecting investors and well-meaning but
unprofessional sales people in the field. But Israelis have
shown interest nonetheless.

"Up to now, the investors have been relatively well-to-do
people in their 50s and up who already see retirement
approaching," said Yisrael Harris, the owner of the real
estate firm BNH, which operates primarily in the
Cleveland area, particularly in the relatively wealthy and
largely Jewish suburb of Beachwood. "Twenty to 30
percent of our inquiries come from young couples in
Israel who don’t own a home. It began with a trickle about
a year ago and has gotten much stronger lately."

According to Harris, who himself lives in Beachwood, in
an average month his office is involved in five home sales
for investment purposes to young couples, some of which
don't own their own apartments. Many of these
customers, he says, are ultra-Orthodox.

“In the ultra-Orthodox community, it is customary [for
parents] to buy an apartment for a young couple or at
least to help them in a major way,” he said. “But at the
current price of housing [in Israel] couples prefer to use
their savings that would go to buy an apartment with a
mortgage in Israel to buy a house in the U.S. free and
clear of a mortgage, and then pay for their rent in Israel
through the return they get on the house."

Many of the houses being bought in the U.S. by Israelis
had been foreclosed on during the years of the subprime
mortgage crisis, and now the banks are looking to sell
them cheaply, Harris explained. "People are looking for
something solid but that will generate quick results, and
they count on the fact that the market will be going up."

Younger Israeli buyers, Harris says, generally don't come
to Cleveland to check out their property before they
purchase it, but he tries to give them as much information
as possible. "It's now possible to find a great deal of data
on the Internet. The American counterpart to [the Israeli
classified advertising website] Yad 2 is zillow.com, which
operates using maps. You can click on a specific house
and get complete information on its entire sales history or
in the area."
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