OVERPRICING? WHAT COMPARABLES DID YOU USE?
By far the worst thing sellers can do is overprice their property, most REALTORS say.

REALTORS and buyer interest is at its highest when a home is first placed on the market; this is when the “bloom is on the rose”, and interest will remain high during the first few weeks. If a property is priced too high during this crucial period, it won’t attract buyers or REALTOR’S with clients. Then the seller needs to play the PRICE REDUCTION GAME, down hill and by this time other sellers are getting into the game to be now the “lowest price” since the last sale of a comparable. Some REALTORS called this a price adjustment, but we at Dempsey West call it what it is, a PRICE REDUCTION.

Setting a realistic MARKET BASED price insures that your home appeals to the largest number of qualified buyers. This enthusiasm in turn, adds to a better chance of multiple offers for the seller. Pricing a property requires understanding the current market. Pricing is based on what a well informed and prudent buyer will pay to purchase a comparable substitute property.

To evaluate market value, we analyze recent comparable sales activity by at least two factors:

1)   Comparing the home to other homes that have recently sold within 6 months and what was seller’s

      reason.
2)   Comparing properties currently listed and making any adjustments as in the case of extraordinary  

      improvements, lot size, interior square footage, current zoning, CC & R’s, etc.
Most improvements will not actually increase the value of the property, but rather they will help the property sell faster compared to others without similar renovations, especially if the improvements are tasteful with good craftsmanship. Sellers feel that if they spend on a project they should be able to recoup those costs. Not necessarily so. Although upgrades are important, buyers may not share the owner’s enthusiasm for – nor agree with – the owner’s taste or value for the improvements. Simply adding a fresh coat of paint is generally money well spent when preparing for sale. If it will be an investment, show the cash flow to the buyer, if it is for the owner occupant, buyers show the emotional benefits, features, views, schools, privacy and who their neighbors will be.
The CMA (Comparative Market Analysis) will analyze the price other properties have actually sold for, not just the asking price and there can be a sizable difference between what was ASKED and what was the final negotiated SELLING PRICE. A list price or asking price does not suggest market value of the property. Sometimes it’s a “Disneyland price”, just asking for the moon. Just remember sellers and buyers have access to the same publicly recorded real estate information; buyers are smart, they’re cautious, and they’re not willing to pay more than the MARKET VALUE for a property.

The amount a seller needs for a replacement property, the cost of over improvements, the seller’s children’s college education costs, the original price paid for the property, etc. are not important to the buyer. Buyers establish value based on different criteria. Buyers’ perception of market value is relative to other sales of similar properties and that’s why at Dempsey West we sometimes call CMA’s a Competitive Market Analysis.

Pricing a property with a cushion for negotiation is also considered overpricing and carries with it the same consequences of pricing a property to high. The number of buyers is automatically reduced.
Sellers are warned not to pick a real estate listing agent based on who offers the highest list price or the lowest commission. While these have been tactics to get a listing, they do not get the listing sold. What the seller needs to look at after all the hype of discounting, crediting buyers, fees, added services, etc., is what  their NET will be after the recording of the sale and the payment of capital gain tax if any.
With computers 24/7, we have the “DOM factor”, days on the market, and sellers who overprice to “test the market” or “pad the price for negotiations” come out losing market momentum. When savvy buyers pass on the asking price, the seller learns, but that’s often too late because they realize they have to do a price reduction after a month or so and then the once new inventory is now old with a “DOM” of more than 30 days. After 30 days it’s considered old inventory – “the rose has lost its bloom”. Buyers and agents begin to think that there must be something wrong with the property or otherwise it would be “in escrow” by now.
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