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REAL ESTATE POKER
There is another buyer...

Competition increases value. Agents know it, and
they use it to achieve a better price. That’s their job
after all.
What is harrowing as a buyer is trying to work out
the legitimacy of the agents often made claim that
“there is another buyer”.

However, when a property is on the market for 3
months prior to you making an offer on it, the claim
that there is now suddenly another buyer can
seem dubious. Some may say it’s Murphy’s Law
conspiring against you.
Bluff and bluster
Remain open to all possibilities. There may not be
another buyer, but there may be. Just don’t form a
strong opinion either way, lest you increase the risk
of being blind-sided.
Focus on what the home means to you and what it
is worth to you. Disregard what other buyers may or
may not do and what they do or don’t think the home
is worth. Like all competitive scenarios, if you focus
on the opposition, you are prone to mistakes.
When making the offer, don’t play games with
opportunistic offers. What is more important? Buying
the right home in the right location or risking the
home to try and save $10,000 or $20,000?

19 High Street, Balmain sold during a very successful
sales campaign with 78 enquiries and 4 offers
being made on the property.

As a buyer, if you swallow the “we have another
buyer” message hook, line and sinker, it can cause
you to react irrationally and potentially overpay. To
dismiss the threat entirely can cause you to miss out
on your dream home.
In a strong market, buyer competition is expected.
The reverse is often expected in a soft market.

Submit your offer on a contract. Give the owner and
the agent an offer that can be banked. Many buyers
claim they will pay a certain amount for a property,
but when they are called upon to do so, they vanish
or the bank won’t release the funds. If you turn your
offer from verbal interest to legally binding, you up
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CAMPAIGN RISK
Who should take the risk and why?
When you are interviewing agents to sell your
home, you are likely to be offered a raft of
advertising options and ‘packages’. With most
packages comes an inherent assumption, the
vendor pays upfront and takes on the financial
risk. In a good market, prospective vendors give
little thought to the campaign failing to achieve
a sale. The cost of the campaign, whether
it be $5000, $10,000 or $15,000 - seems
inconsequential relative to the value of the asset
being sold.
However, when clearance rates are below
50%, the risk of an advertising campaign failing
to produce a buyer makes the advertising
campaign more of a gamble.
There is good news for anyone looking to sell
a property, you don’t need to risk thousands of
dollars to find a buyer. You are at your most
powerful when an agent is pursuing you for your
listing. You need to use this courtship period
to negotiate a reward structure that does not
penalise you, if the agent’s campaign fails to
produce a suitable buyer.
Negotiate a reward structure
that does not penalise you, if the
agent’s campaign fails to produce
a suitable buyer.
Selling real estate has always been a results
business.
As a home seller, pay the agent to achieve a
higher price in less time as opposed to ‘selecting
an advertising campaign’ package. One option is
a ‘pay on result’ path whilst the other is funding
the sales process.
If the agent is able to achieve a sale at a fair
price for you in the current market, they deserve
to be paid. Avoiding campaign risk is different
to begrudging the agent a fair fee for achieving
the sale.
Real estate agents are addicted to advertising.
Excess advertising is more about promoting the
agent and their company brand than it is about
promoting the vendor’s home.

You don’t need to risk thousands of dollars
to find a buyer.

Vendors who sign up for the ‘premium marketing
package’ are often sold the line they are
buying exposure to a wider market of buyers.
Unfortunately, they are simply increasing the
chances of financial loss.
If you increase the number of bets at the roulette
wheel, you ‘enjoy’ a marginal increase in chance
for an exponential increase in risk, relatively
speaking.
Many home sellers are acutely aware that
excessive advertising expenditure does not
increase the chances of a sale. Off market
campaigns whereby the agent markets the
home, to their database of buyers, have
increased significantly during the downturn as
a result.
In the digital age, all agents should be able to
match qualified and genuine buyers to a property
without the vendor risking between $5000 and
$15,000 in the process. When interviewing
agents to sell your home, ask all agents, what
risk and whose risk?
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the ante on the competition. Sometimes, the lower
offer secures the property because it’s a solid deal
as opposed to one subject to onerous finance
conditions.
Remain calm. Panic and emotion are your enemy in
a competitive situation. This can be hard if you feel
you are being lied to or deceived. If another buyer
is prepared to pay more than you are willing or able
to, emotionally let go of the property.
If you are confused by the sudden interest in the
home, aim to identify circuit breakers that may
have caused the renewed interest. Has there been
a recent price reduction or interest rate cut? Did a
recent sale suddenly justify the vendor’s price? Have
the owners done some minor renovations or repairs
that enhance the presentation. Has the market had
a slight upturn in confidence?
Some buyers will only act when they know that
the property is in play. Many buyers will say to
the agent, “we are interested, call us if someone
makes an offer”. Handling this type of buyer is tricky,
because they are simply waiting for other buyers in
the market to make a move and justify the vendor’s
price expectations. The agent handling the sale
needs to be totally aware of this tactic that some
savvy buyers employ.
The first acceptable offer is the hardest to get
onto the negotiating table. Once the agent is in
possession of an acceptable offer and working
toward closing the sale, the interested buyers on
the sideline can be induced to making their move.
This is when a seemingly sluggish campaign can
suddenly come to life.
Market Price
When a property languishes on the market, it is
usually because the owner is looking to sell above
market price. To date, no buyers are prepared to pay
above market price. If the market should rise by a

percentage point or two, suddenly the overpriced
home is well priced.
Alternatively, where the owner is overpriced and
unsold, should they adjust their price expectations
down to the current market price, they will often
attract multiple buyers. As a seller, you know you
have hit market price when multiple buyers try and
buy your home.
When a property sits on the market for a period
of time, buyers and neighbours will often ask
themselves, “I wonder what’s wrong with it?”
This question can cause buyers to form harsh and
incorrect assessment of the respective property.
It can seem doubtful to watch a property flounder on
the market only to be told there is another interested
buyer, just as you make an offer. But that is often
how it goes. Such examples are usually the result
of a price drop, a slight increase in the market
confidence or an improvement to the property.
Lies, truths and half truths
Yes, some agents will lie. They will say there
is another buyer when there isn’t. In nearly all
circumstances, the agent’s lie will come to the
surface in time. Creating a non-existent buyer is the
most incompetent negotiation tactic an agent can
use. Just ask yourself, is what the agent telling you
making sense? A fibbing agent will become obvious
the more you engage with them.
Agents will tell half truths, such as, another buyer
offered more than what you have offered. The half
truth being that the other buyer made the higher
offer 6 weeks ago and has since bought elsewhere.
Yes, welcome to real estate poker!
Surprisingly, some agents will tell you the truth.
Even though the home has been on the market for 3
months, there are now 3 buyers interested in buying
it. Yes, it’s enough to warm ol’ Murphy’s heart, for it
can be said Murphy was a wise man.

Remain calm. Panic and emotion are your enemy in a competitive situation.

RIDE THE DIP or exit now?
Prices will rise again, but when?
Those intending to sell a Sydney property face a
decision around timing. Ride the market dip or exit
immediately.
Mature property markets will always set new highs
at some stage in the future, particularly Sydney real
estate. Some who would like to sell a property will
wait for the next buoyant market environment. But
how long will it be until the market peaks again?
Peak to peak can often be a long time. Perth and
Brisbane have not set new highs in over 10 years.
If you own a property that would have sold for say
$2 million during the boom, the current market price,
based on trend, is probably around $1.8 million. The
property will be worth $2 million again in the future.
The conundrum at hand is it’s likely to be worth
$1.65 million - before it is worth $2 million again.
Do you ride the dip or accept the current market
price?
There is no wrong or right answer to this question.
The answer varies from person to person,
circumstance to circumstance.
The worst case is one where you believe or decide
to ride the market downturn out, yet then find
yourself selling at the bottom of the market cycle. If
there are compelling reasons that may inadvertently
force you into selling, consider bringing the sale
forward. When it comes to timing the sale, the only
thing worse than missing the top of the market is
hitting the bottom.
When it comes to timing the sale, the
only thing worse than missing the top
of the market is hitting the bottom.
The decision to hold vs sell will often have
competing and contradictory forces, making the
decision even harder to make. Below are just some
of the many points to consider:
When to ride the dip – you are near certain you
won’t get caught ‘having to sell’ in the near future.
Those with the least pressure on themselves can

wait for the best buying and selling opportunities. If
the property is a cash flow investment, you can hold
on without holding costs and wait for the right point
in the selling cycle.
The property is your primary residence and the
asset value is secondary to the lifestyle benefits
you enjoy from the home. Everyone needs to live
somewhere – which is the major point economic
doomsayers keep overlooking when assessing the
property market.
When to exit the market – you are going to need or
really want to sell in the near future. If you are selling
in a falling market - time is your enemy. Waiting for
a quick bounce in the market is likely to see the
capital value of the property deteriorate further.
Banks are pushing many investors who entered the
market using ‘interest only’ loans into ‘principal and
interest’. The adjunct is many interest only investors
are becoming forced sellers as their finances face
a cashflow squeeze. This is particularly prevalent in
the brand new apartment sector where the selling
pressure is likely to be fierce in the next 2 to 3 years.
Falling markets also represent an excellent
opportunity to upgrade too. Whilst your existing
home may have declined in value, the one you are
upgrading to has declined by a larger amount.
The best decisions are not always the easiest ones
to make. Being realistic, pragmatic and unemotional
will ensure you make the best possible decision at
that time.

