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Choose a listing price that is
 too high

or

Choose the wrong Realtor
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How to
Price your Property Correctly

Don’t confuse pricing your property with choosing your Realtor.
Sometimes owners interview Realtors to see who will price their
property at the highest price. This sometimes results in bidding
wars between Realtors to get a listing, but it almost never
benefits the owner. Often it just drives the best Realtors away,
leaving the owner with an overpriced property that won’t sell and
that is listed by a Realtor who just wanted a listing they could
use to attract buyers to other, well-priced properties. This is
often called buying the listing.

What your property is worth on the market is determined not by
Realtors, not by what you want or feel you should get from your
home, but by the property values of competitive homes in your
area. Buyers are comparison shoppers. They look at what has
sold and what is for sale. Then they decide value. 

We hope the following information will help you to determine the
correct price for your property.  We also have a video tape which
describes this subject in more detail. We will be happy to lend it
to you.

Surrounding property values influence the value of your home.
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The two houses above are identical- except the owner on
the right had to dig his well deeper. As a result, it cost him
$8,000 more. If both houses were on the market and
available to you - would you be willing to pay the owner on
the right more because he paid more for his well?

Value is determined by what a purchaser gets OUT of a
property...  not what an owner has IN it.
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By the time an overpriced home is finally reduced to its real
market value, it may be too ‘aged’ for buyers to be willing to
offer full price.  Buyers begin to wonder why the property hasn’t
sold. “Why did other buyers reject it?” “There must be something
wrong with it.”  If this happens to a property, Realtors often say
the property has become ‘stale’. When this happens to a new
issue in the stock market, the company is said to be the “living
dead.” Have you ever asked how long a home has been on the
market? What conclusion did you draw?
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At some percentage over market value, no reasonable amount of
time will produce a sale. Even when priced right at the market, it
may require a month of exposure to sell.  In Greenwich, on
average, homes priced within 5 percent of the eventual sale price
sell within three months. Homes priced 5-10 percent above the
sale price sell in  five months. Homes priced 20-30% above the
eventual sale price usually take about 14 months to sell. Some
properties never sell and are eventually withdrawn. 
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REASONS FOR OVERPRICING

1. Over improvement
Some improvements will increase the value of your
property.  However, many will not. Over improving your
property can add enjoyment, but you should not expect a
buyer to pay the original cost. See the figure on
substitution.

2. Need
An owner’s need for money does not increase the value of
the property.

3. Buying in a higher priced area
Values are location specific.  Even within Greenwich the
value of a property is determined by its neighborhood.
Moving to a more expensive area, even if the size of the
house is the same, does not increase the value of the
existing house.

4. Original purchase price high
Chances are you paid market value.  It’s probably not that
the price was too high, but that the market or area has
experienced subsequent change.

5. Lack factual data
Base your opinion of value on recent documented sales
prices. Once you have selected a Realtor, their job is to
educate you about the market and about pricing strategy so
that you can make the best decision. 

6. Bargaining room
Buyers may offer low, but they will do that at ANY price.  It
is easier to negotiate up to fair market value than to an
inflated price. At fair market value, you often receive more
than one offer. This kind of buying frenzy often results in
offers above the offering price.
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7. Move isn’t necessary
Even if the move isn’t urgent, it is important to price
correctly to preserve your marketing opportunities when the
move becomes urgent.

8. Corporate buyout
Third party companies purchase thousands of homes a year,
so the offer you receive is usually market value.  Market
your home very close to that price.

9. Lets price it high and see what happens
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The majority of prospect activity on a new listing occurs in the
early period of marketing. This happens because the Real Estate
community maintains an inventory of active prospects that have
been cultivated over time. When a home is newly listed, Realtors
arrange for them to see it.  Once this active group has seen the
property, showing activity decreases to only those buyers new to
the market. For this reason, it is important that sellers have their
property in the best condition and at the best price at first
exposure to the market.

Anderson Associates, Ltd., How to sell your property for less than its worth, Page 9 of 16.



The wrong price attracts the wrong buyers and the right buyers
won’t see it.

Buyers who are serious, especially if they have been pre-
qualified, don’t look at properties much above what they can pay.
In addition, it is unusual for a Realtor not to tell a potential buyer
that a property is overpriced or to show them a property priced
above their ability or interest to pay. 

Realtors find properties by price range using the Multiple Listing
Service (MLS) computer. If you price your home above its value
range, it won’t appear on their search list. As a result, if your
property is overpriced, the people who can buy your property
probably won’t see it.

The people who may include it in their viewing list will be those
looking for a more expensive property. They will be disappointed
in the property and will probably not make an offer.  
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BENEFITS TO PROPER PRICING

1. Faster Sale
When your property sells quickly, you save carrying costs,
mortgage payments and other ownership costs.

2. Less inconvenience
If you’ve moved before, you know the energy it takes to
prepare for showings, keep your home clean, make child
care arrangements and alter your lifestyle.  Proper pricing
reduces this hassle.

3. Exposure to more prospects
At market value,  your property is shown to more people
who are interested in buying your property.

4. Increased Realtor response
When salespeople are excited about a property and its price,
they make special efforts to contact all of their potential
buyers.

5. Better response from advertising
Calls on advertisements turn into showings when the price is
not a deterrent.

6. Attract higher offers
When a property is priced right, buyers are less likely to
offer low out of fear of losing a good value.

7. A lower price means MORE money to sellers
If a home is priced right, the excitement of the market
produces higher sales prices.  You NET more both in terms
of actual sale price and in less carrying cost.
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Choose the Right Realtor

Choose a Realtor you feel is trustworthy and competent. Don’t
choose based on the price a Realtor will list your property. Your
Realtor’s job is to educate you about the market so you can make
an educated price decision.

Choose someone who will tell you the truth even if you don’t
want to hear it. If you choose someone who tells you what you
want to hear instead of what you need to hear, not only will you
price your home poorly, but they may not be candid with
customers they take to see your property. Because they are your
agent, you could end up with a disgruntled buyer threatening to
sue you over what your agent neglected to tell them. Remember,
don’t shoot the messenger.

Choose your Realtor based on how well you think they will
market your home. It is the Realtor, not the agency that markets
your property. The agency may place a few advertisements, but
it is the agent that develops the marketing plan and executes it.
According to the National Association of Realtors, only 15 percent
of sales come from advertising. Just because a Realtor has been
in the business a long time, doesn’t necessarily mean the Realtor
knows how to or will market your property well. Technology and
modern technicalities have passed many of them by.

Choose your Realtor based on their reputation in the market. It is
often your Realtor’s relationship with the other Realtors in town
that can make the difference in whether other Realtors will come
to your open house or show your property. If your Realtor is well
respected and liked, they will be able to do more for you.
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Good marketing sells homes. Good marketing is the product of
your Realtor, not their firm. The size of a real estate firm tells
you very little about how well your property will be marketed. No
firm, not even the biggest, has more than 8% of the Realtors in
Greenwich. There are more than 550 Realtors in more than 48
real estate firms in Greenwich. Each of these Realtors is working
with potential buyers. It is often how well you motivate and
excite these Realtors that sells a property.

SOME THINGS TO WATCH FOR

 If a firm sells most of their listings, you have to wonder
why?  Could it be that they prefer to sell in-house? This can be
great for an agency, but may not be to your advantage.  

Sometimes a Realtor will say they have a customer for your
home. If a Realtor says they have a buyer for your property, they
usually mean someone has inquired about a house in your price
range. This is probably true of all 500 Realtors. If a buyer has not
seen your home and does not know the price, it is unlikely that
he is ready to place an offer. Would you?

Keep your potential listing quiet until your Realtor has
announced it to the real estate community. Your property’s first
impression is its best impression. You diminish its impact by
spreading the word before you are ready. 

Do not interview a large number of Realtors. Carefully select
the Realtors you wish to meet. Realtors who make presentations
and do not get the listing may feel bad about the property and
may be reluctant to show it. In addition, they may spread the
word that it is available before you are ready to list it.
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PRICING STRATEGY

QUESTIONS TO ASK YOURSELF

1. Am I selecting a Realtor based on services or price?

2. Is the local market rising, falling or staying even?

3. Is my opinion of value based on the actual sale prices of
similar properties in my area?

4. How many properties in this area are competing against
mine right now? How does mine compare?

5. How many neighboring properties have been on the market
too long? Why?

6. Is my property consistent with, larger or smaller than the
surrounding area properties?

7. Which improvement have I made that will actually increase
value?   Which improvements won’t?

8. Are my financial needs influencing my asking price?

9. Is my original purchase price influencing my asking price?

10. Am I willing to price right and stand firm?

11. Are the benefits of moving important enough to price my
home at the market?
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TWO GREENWICH REAL ESTATE
STORIES

Both properties were marketed by the same firm. Both properties
were marketed with the same enthusiasm. In fact, the property
described in the horror story, because it was on longer, was
marketed even more imaginatively and diligently.

A Horror Story
A couple, who had lived in Greenwich for many years, decided to move
out of state and asked us to sell their home.  No other brokers were
interviewed. We did a market analysis and determined the most
probable selling price to be $700,000. The owners politely listened to
our analysis, but would only list at $815,000. After some discussion
they reluctantly reduced the original listing price to $799,000. After
eight months, two Realtor Open Houses, several Public Open Houses
and numerous advertisements and mailings, they lowered the price to
$750,000. During this time they received only one offer. It was for
$700,000 and was immediately refused without a counter. We
continued to market the house, but after another four months no one
had placed an offer and almost no one was seeing the house. It was
dead. Finally the price was lowered to $695,000 and it sold within
three weeks for $650,000.  At least fifty thousand dollars less than
they could have gotten originally and more than one year after it was
originally listed.

A Happy Story
A gentleman decided to move from Greenwich and hired us to market
his property. Again we were the only firm invited to help them.  As we
always do, we did a complete market analysis of the property.  The
same type of analysis we did for the couple above. Based on this
analysis, we determined that its top sale price should be $1,250,000
and that its lowest market price should be $1,000,000. We suggested
listing the property for $1,200,000. The owner reviewed our findings
and agreed to take our advice. The property  sold at full price within
one day.  
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WHICH STORY DO
YOU WANT TO BE

YOURS?
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