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Why failing to sell at auction is bad for your wealth.

PETER O’MALLEY

As a property seller, it is extremely disappointing
when the price interest in your home falls short
of your hopes & expectations. Failing to achieve
your price target will happen in one of two
ways - private failure or public failure. Failing
privately means the agent submits the current
buyer’s price interest/offers on your property
to you and you decline the offers. You then
decide to continue looking for another buyer or
you withdraw from the market. Either way, your
business remains your business.

When this happens at a public auction, whilst you
may be disappointed, the failed campaign has more
than likely damaged the value of your property.
Your business is now the neighbour’s business and
when the result is picked up by the newspapers, it
basically becomes everyone’s business. It becomes
common knowledge that you tried to sell at auction
and failed. Even more damaging, the price that you
declined to sell for becomes the published price in a
multitude of publications and media outlets.

When faced with this logic, most agree that failing
to sell at auction is not a good look for the seller.
But what is often overlooked is that no one has ever
paid upfront advertised fees, booked an auctioneer
for 5 Saturdays time and expected the auction to
fail.

Everyone who has ever embarked on an auction
campaign has done so because they expected their
property to sell.

So you have a scenario where 100% of people
who have signed up to sell by auction, do so in the
knowledge a failure to sell will reflect poorly on the
property.

If the auction clearance was 50%, then, 50%
of all properties that went under the auction
hammer failed in front of the interested buyers &
the neighbours. As if the auction was not traumatic
enough, the homeowners could read about it their
failed auction in the Sunday paper.

Article continues on page 3
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An appraisal or a valuation?

PAUL KOUNNAS

What would you do if you wanted to
find out what your property is worth in
today’s market?

Would you ask for an appraisal or do you
get a valuation?

They may sound like they are the same but
they’re not. Do you know the difference?

A valuation can only be conducted by a
certified valuer, one who has completed
the prescribed educational course and
are qualified to perform the task of
valuing property.

An appraisal on the other hand is simply
an estimate of a property’s market value,
which is what you’ll generally get when
you ask a real estate agent to price your
home.

Appraisals by real estate agents are just
that. It’s their estimate of the property’s
value in the current market. The price the
agent quotes you is simply their opinion of
the market price of your home and since
it’s not legally binding it doesn’t have to
withstand the scrutiny of being accurate.

This explains why homeowners are

HOME SAFETY TIP

often quoted different prices when they
call agents in for an appraisal. Vendors
are than faced with the dilemma of not
knowing which agent’s price estimate to
believe.

Real Estate agents should have a good
knowledge of the sales in their local area
and should be in a position of accurately
estimating the likely selling price by
making comparisons with comparable
recent sales.

So why do agents often differ in their
price estimate?

In their attempt to please the vendor
and in order to increase their chance of
winning the listing, agents can often be
over-optimistic with their price estimate.

Engaging a qualified valuer for a
valuation on the other hand will
cost you money but it could be a
worthwhile investment as it gives you
an independent, unbiased and accurate
valuation that you can legally rely upon.

A written independent valuation can be
a valuable tool, particularly in the current

Do you have a fire extinguisher?

PETER LEES
There has been much talk about
ensuring that your property is

adequately fitted with smoke alarms
(and is law in many states) but what
would you do if a fire did occur?

Investing in a fire extinguisher can help
protect your property in the event of a fire.

Following are some tips to help with the
placement of the extinguisher:

1. Do not place the extinguisher in the
kitchen area, as a stove fire (one of the
most common sources of house fire)
can prevent you from accessing it.

2. Secure the extinguisher to a medium
height on a wall to ensure that the

elderly or children can reach it.

3. Position the extinguisher near an exit
door. This will give you the option to
decide which is best - fight the fire or
flee the property.

4. Ensure that the extinguisher is
regularly checked to ensure that it is
in a working order.

Discuss with your family what you would
do or what they should do in the event
of afire.

Don’t leave it until
it’s too late!

market, when negotiating with a buyer
who may be trying to buy the property at
a lower price.

A valuation can also provide you with
peace of mind. Having an independent
valuation makes your job of selling your
home a little easier, as you are able to
compare any offers you receive with the
written valuation.




Where does the auction stop?

A wonderful question to ask yourself in a
cooling market is - how do you have an
auction with 1 buyer? The answer is you
can’t. That is a fairly simple question to
answer though.

The second question that many people don’t
ask is what happens if a cashed up emotional
home buyer and a bargain hunter are the
two bidders for your home? The answer is
the emotional home buyer will stop one bid
above the bargain hunters last bid. Due to
the fact the bargain hunters last bid is likely
to be well below the seller’s reserve price,
the property will then be passed in to the
emotional home buyers.

The auction has stopped.
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The emotional homebuyers have just been
alerted to the fact that they were about to
pay more for the property than anyone else
in the open market is prepared to pay. In
this situation, if the emotional home buyer
was prepared to pay $50,000 more than the
bargain hunter, the seller stands to unwittingly
lose up to $49,000, as a lack of competition
stalls the auction. This is the practical reality
of public auctions - they require multiple
bidders all prepared to pay above the seller’s
reserve price to work. The romantic notion
that 10 bidders will turn up to bid at every
auction is more fiction than fact.

Lets say the seller hangs tough though. The
auctioneer will sometimes disclose the sellers
reserve to the market/crowd, usually in the
form of a vendor bid.

JENNA AND DANIEL.

Looking

for their dream
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room with large yard. North-
ern Suburbs. Up to $520K.
Ph: Cate Killiner Real Es-
tate, 8942 2283, 5 Bishop St,
Woolner (AL690

Passed In

Continued from page 1

The emotional home buyer cannot believe
their luck - the reserve price is lower than they
were originally going to pay for the home.

Sold.

And the sellers are then told by their agent
what a great result and how lucky they were
to sell on the day in “this climate”.

Only the emotional buyer knows that the
public failure of the auction drove the final
selling price down. The seller will never know
and the agent does not want to know.

Market Conditions

In a buoyant environment where multiple
emotional home buyers are turning up to
outbid each other at auction, the risk of
public failure does not loom as large. The
question of whether you sell for the highest
price or a high price then comes into play.

It can be an achievement finding one good
buyer for your property at present, so why
choose a strategy that requires at least 2
good buyers?

If the public auctions continue to flounder,
sellers are putting the sale of major assets
through the most risky sale process available.
The advertising money is at risk, the highest
bidder’s confidence in the property is at risk,
achieving the best price is at risk and the
public deadline (that was meant to pressure
the dozens of buyers to act) now hangs over
the sellers, pressuring the one party it wasn’t
meant too.

During the GFC which was one of the most
challenging periods to sell real estate, many
sellers gave agents simple instructions - “if
you can sell our home to a buyer for a price
that we are satisfied with, we are happy to
pay your commission. If you cannot do that,
we don’t want to pay you anything”

Why wait for a crisis to issue those simple
instructions to an agent? [ |
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Disclaimer: It is not intended that the information and opinions in this newsletter be treated as advice professional or otherwise. Cate Killiner and Cate Killiner Real Estate do not accept
any form of liability, be it contractual, tortious or otherwise, for the contents of this newsletter or for any consequences arising from its use or any reliance placed upon it. The information,
opinions and advice contained in this newsletter are of a general nature only and may not be applicable or appropriate to your specific circumstances. As there are many pitfalls associated
with buying and selling real estate it is important to get professional independent advice.



