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2021 PREVIEWED
THE SIGNALS & SIGNPOSTS
THAT WILL DETERMINE THE MARKET
The 2021 Sydney property market will be a case of
dynamic forces pushing and pulling prices higher
or lower. How the 2021 market fares and where it
finishes on December 31, 2021 is anyone’s guess.
To stay attuned with the market movements, it’s
worth identifying the dynamic issues that are likely to
determine the result.
COVID-19 – the unfortunate outbreak over Christmas
2020 reinforced the fight against the virus and
complacency will go on into 2021. Just as there was
a sense that the worst was behind us and life was
normalising, reality struck. The psychological impact of
the December outbreak will play on consumer’s minds
in 2021. The vaccine is a positive in the fight against the
virus but probably won’t play a defining role in Australia
until the second half of 2021.
Cheap money – there is no other way to say
it. ‘Record low interest rates’ is just a too sanitised
description.
CONTINUED ON PAGE 3

Borrowing money is cheap if you want to purchase
a performing asset. When mortgage rates are 2% to
2.5%, an asset that performs at net 3% or better is
positively geared. In terms of residential real estate,
many homes outside of the Inner City ring and in the
regions is where investors will find the best performing
rental properties. The rental market has collapsed in
pockets of the inner city but performed more strongly
beyond.
The cheap money has also seen many upgraders
decide now is the time to purchase their next home.
This trend saw the family home market in the Inner
West above $3 million perform more strongly than sub
$2 million in late 2020. We expect to see the same in
early 2021.
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UNDERQUOTING

SELLERS RISK BEING SNAGGED BY BAIT PRICING
In a boom, a low price guide attracts an excess of
bidders who all compete vigorously for the property.
The sellers end up with a satisfactory price, one buyer
gets the home and there are many devastated buyers
who line up to have another go next weekend.
What happens when the price guide doesn’t attract the
promised crowd of bidders? The pain of underquoting
is transferred to the seller.
When a low price guide fails to attract the masses, the
sellers face the ghastly scenario where they publicly
pass in for a previously unimagined low price. Any
chance of a high price is destroyed if your home passes
in for a low price.
This dramatic shift in price is recorded against the
respective property’s advertised history for all time,
possibly unbeknown to the owner. A failed campaign
creates a damning digital footprint for a property that
can haunt the current and future sales campaigns.
Sellers who attempt to bait buyers with
a bargain price may get exactly what
they asked for – a bargain price.

When a property is put through the wringer, the sellers
can go on to achieve a good price if luck goes their way.
But it certainly makes it harder than necessary.
As a boom turns into normal trading conditions, it’s
crucial to remember that the stats don’t always tell
the full story. Statistically speaking, prices are holding,
but there are fewer bidders per property in the current
apartment market than there were pre-COVID. If you
allow your property to be advertised for a low price on
the promise that it will fuel buyer competition, be warned
it doesn’t always go to plan. And when it doesn’t, the
results can be devastating.
An auction that stops well below the vendor’s reserve
price in front of hundreds of spectators (and buyers) is
the surest way to destroy value.
Why would they advertise a price below the reserve?
Agents advertise properties below the reserve price
because they know that the vendor’s reserve price
is above market price. Instead of being honest and

Agents often advertise properties below the reserve price
because they know that the vendor’s reserve price is
above market price.

highlighting to the owners that their expectations are
‘ambitious’ they under quote to attract buyers to the
auction. When the bidding stops below the reserve
price, the agents will often pressure the owner to drop
the reserve price to ‘meet the market’. Some owners
can see through this low rank sales tactic and others
succumb to the pressure on the day.
All salespeople know that the client can say ‘no’ one
hundred times, but you only need to get a ‘yes’ once.
If you allow an agent to promote your home below the
reserve price, beware they may also pressure you to
sell below your reserve price.
The right buyers are people prepared to pay a good
price for the right home. Sellers who attempt to bait
buyers with a bargain price may get exactly what they
asked for – a bargain price.

CONTINUED FROM PAGE 1
Government support – the State and Federal
Governments provided unprecedented support to
businesses and the economy in 2020. The role of
Government cannot be understated in ensuring the
market did not crash and then went on to perform
reasonably strongly. The overspill of the support and
stimulus packages flowed straight through to property
(and stock) markets. The level of or lack of Government
support in 2021 will have a huge impact on housing.
Some will argue Government handouts and incentives
sets up a completely false/manipulated market and
adds to systemic risk. All of which are credible concerns.
Rental market/investors – the rental market
has crashed in certain pockets/suburbs of Sydney.
These suburbs include but are not limited to Ultimo,
Haymarket, Camperdown, Hurstville, Homebush, Ryde
region and Chatswood. The common denominators are
dwelling oversupply and lack of tenancy demand due
to closed international borders. The risk is contagion as
these poorly performing areas weigh on surrounding
suburbs, spreading the risk and dragging rental prices
down further. The apartment oversupply is the most
impacted by falling rents, however the weakness is
spilling over into houses in pockets too.

Sydney landlords have now experienced flat and/or
falling rents for the past 8 years. Falling interest rates
have cushioned the blow. Understandably, all of the
above has seen would be investors sit on the sidelines
or pursue better yielding opportunities elsewhere.
NSW Stamp duty reform – is on the agenda for
2021. The NSW Treasurer proposes replacing Stamp
Duty with an Annual Property Tax. The change is not
compulsory, the property purchaser can elect to stick
with the existing Stamp Duty structure or take up the
Annual Property Tax option. The ACT have previously
done away with Stamp Duty in favour of a broad based
land tax. The result was highly stimulatory for the ACT
property market. It now has the third highest median
dwelling price of the capital cities in Australia surpassing
Brisbane and Perth since the reforms were introduced.
SQM Research’s Louis Christopher predicts that the
Stamp Duty reform in NSW will be stimulatory for both
prices and transaction volumes. These changes will
make it cheaper and easier for a developer/builder to
buy, renovate and resell without having to pay onerous
Stamp Duty fees in the process. Stamp Duty in NSW
equates to about 4% of a property’s value.
International borders – being reopened will
probably signal the bottom of the rental market. The
Government is likely to be overly welcoming to people
returning to Australia and/or wanting to immigrate
here. The economic activity created by population
growth is too appealing for Governments of all political
persuasion. Whether this happens in 2021 or not
remains to be seen, but the impact will be quickly felt
in the property market once it does. Suburbs/rental
markets around universities that have previously
catered for International students will welcome the reopening of the borders.
The Sydney property market is set for a reasonably
positive year in 2021 based on the current trajectory.
Houses are likely to outperform apartments again. As
the past 12 months have demonstrated, events can
quickly change the world. So whilst the direction is

70 Darling Street, Balmain East sold with Harris
Partners after only 22 days on the market.

positive, the recovery is fragile and the upward trajectory
can easily be reversed if events conspire against us.

VALUATION OR SPECULATION?
‘So, what do you think this place is likely to fetch?’
It’s the question every agent expects to answer when
pitching for a new listing. How the agents answer this
question should be more important than what they
answer.

Flattery is the oldest form of persuasion.

When interviewing agents, many people unintentionally
favour the agent that quotes the highest price. This sets
up a scenario where they overlook pertinent details of
the agent’s appointment, issues that seem insignificant
at the time of signing the agency agreement.

If you were to employ an independent valuer to assess
your home, the price they quote you is supported with
evidence. A real estate agent that talks about what a
buyer could pay for your property or what may happen
on auction day is simply speculating on events.

When explaining where your property sits in the market,
does the agent talk about hard fundamentals such as
recent sales evidence, economic conditions and key
market indicators such as days on market, median
prices, bidders per property? Or do they talk about
speculative elements such as ‘a buyer the agent knows
or a buyer that could pay….’.
Or ‘someone will love this home and definitely pay a
premium for it’.

Agents that use feelings and hunches to speculate
about what a specific buyer may pay are merely fly
fishing for a listing.

Sometimes agents turn the interview process into a
bidding war against their competition. It becomes a
case of who can quote the higher price to the owner.
Unsurprisingly, this selection process by way of bidding
war backfires on the vendor.
Ultimately the agent needs to find a buyer that will sign
a contract at the quoted price.
There is a real estate sales trainer that runs a course
titled – ‘Get the listing, priced right’. As he says, ‘the first
part of this course is to get the listing. You can price it
correctly once you have the listing’. Vendors need to
ensure they are not wrong footed by this deft sidestep.
The Cambridge Dictionary defines a real estate agent
as ‘someone who arranges the selling, renting or
management of homes, land and buildings for the
owners’.
The obvious omission in this definition is valuation.
But that’s how many home sellers inadvertently treat
agents - as valuers. In suggesting that agents not be
primarily assessed on their valuation figure is not to
say the agent should be blissfully unaware of market
prices. It’s more a case of accepting that you employ
an agent for their marketing and selling skills not their
opinion on market price.

You employ an agent for their marketing and
selling skills not their opinion on market price.

Being objective about the value of your home is
challenging. Knowing all of the wonderful benefits of
the home as you do, it’s easy to then think in terms of
‘higher value’. You may be right too. However, pricing
too high during the campaign can have a detrimental
effect. The key to creating buyer competition is to quote
an accurate market price that engages the maximum
number of buyers.
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