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Course Introduction

This one-day course will cover the full range of know-how needed to serve buyers more
productively and effectively, such as: working with new buyers, counseling them effectively,
handling and negotiating offers to purchase, helping buyers secure financing, and getting
them through the home inspection, repairs, and settlement procedures.

GRI 403 Learning Objectives
Upon completion of this course, participants will be able to:

1.  Give examples of the services buyers expect and value from their agents,
according to NAR research.

2. Recognize how to apply target marketing principles to your identification of
buyer-client prospects.

3. Explain buyer agency and types of representation possible under TN law.

4. Recognize effective ways to counsel buyers and the consequences of giving
advice without evidence.

5. Resolve problem situations — encountered when working with and/or
representing buyers — more effectively...

©2022 Tennessee Real Estate Education Foundation. All Rights Reserved.
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Course Content

Part 1 Reaching Today’s Buyers

Part 2 Understanding Buyer’s Responsibilities
Part 3 Working With and Representing Buyers
Part 4 Case Studies

©2022 Tennessee Real Estate Education Foundation. All Rights Reserved.



GRI403 Working More Effectively with Buyers | Page 5

Part 1: Reaching Today’s Buyers

Who are today’s consumers?

According to NAR’s 2023 Profile of Home Buyers and Sellers:

o First-time buyers made up 32 percent, up from last year’s 26 percent. While an
increase, it is well-under the 38 percent average seen since 1981.

o The typical first-time buyer was 35 years old this year, declining slightly from the high
of 36 last year, while the typical repeat buyer age declined slightly to 58 years from an
all-time high of 59 years.

¢ Fifty-nine percent of recent buyers were married couples, 19 percent were single
females, 10 percent were single males, and nine percent were unmarried couples.
This is the lowest share of married couples since 2010.

e Seventy percent of recent buyers did not have a child under the age of 18 in their
home. This is the highest share recorded. In 1985, 42 percent of households did not
have a child under the age of 18.

e Fourteen percent of home buyers purchased a multigenerational home, to take care
of aging parents, for cost savings, and because of children or relatives over the age of
18 moving back home were the most common reasons.

e Eighty-one percent of buyers were White/Caucasian, seven percent were
Hispanic/Latino, seven percent were Black/African-American, six percent were
Asian/Pacific Islander, and six percent identified as some other race.

e Eighty-eight percent of recent home buyers identified as heterosexual, three percent
as gay or lesbian, two percent as bisexual, one percent prefer to self-describe, and
six percent preferred not to answer.

e Sixteen percent of recent home buyers were veterans and two percent were active-
duty service members.

o At 26 percent, the primary reason for purchasing a home was the desire to own a
home of their own. For first-time buyers, this number jumps to 60 percent.

Today’s Internet-Savvy Culture

Unarguably, the single biggest influence on today’s consumer culture is the Internet and
technology. It has changed the way we do business, find information and interact with one
another.

In more recent years, changes have focused on making access to the internet easier and
more mobile. What we could once do from a desktop computer we now do from a laptop,
mini-computer or smart phone. Consumers have been the driving force behind these
advances; they demand user-friendly, mobile technology to make every task easier and more
efficient — including finding a REALTOR®, searching for a home to purchase, or listing a home
for sale.

The growth of the Internet has provided consumers with greater access to the marketplace
than ever before. You could even argue that the term consumer is outdated — we’ve moved
far beyond simply consuming to being active participants in the development of the new
marketplace. And service industries such as real estate have perhaps felt this shift more
pronouncedly than others.

©2022 Tennessee Real Estate Education Foundation. All Rights Reserved.
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So, what do these changes mean for you when it comes to reaching out to
consumers?

e Consumers demand more. Greater access and influence in the new marketplace has
resulted in higher expectations of consumers when it comes to choosing products and
services.

e Consumers are more tech-savvy. To provide a higher level of service, you should know
more and be able to do more; clients don’t want to pay you for services (like searching
online for homes) they can do themselves.

e Consumers have more influence than ever before within their own social circles.
The growth of online social networks and other tech-based communication tools means
consumers are in more frequent contact with the people they know.

What is a Multiple Listing Service MLS?

The MLS is a tool to help listing brokers find cooperative brokers working with buyers to help
sell their clients' homes. Without the collaborative incentive of the existing MLS, brokers
would create their own separate systems of cooperation, fragmenting rather than
consolidating property information.

MLSs are a powerful force for competition. They level the playing field so that he smallest
brokerage in town can compete with the biggest multi-state firm. Buyers and sellers can work
with the professional of their choice, confident that they have access to the largest pool of
properties for sale in the marketplace.

Real estate information on the Internet is readily available. Consumers can access and view
all publicly available listing information on the Web site of their broker of choice.

MLSs are private databases that are created, maintained and paid for by real estate
professionals to help their clients buy and sell property. In most cases, access to information
from MLS listings is provided to the public free-of-charge by participating brokers. Data that is
not publicly accessible includes information that would endanger sellers' privacy or safety,
such as seller contact information and times the home is vacant for showings.

What is Realtor.com?

Move, Inc., operates the realtor.com® website and mobile experiences, which provide buyers,
sellers and renters of homes with the information, tools and professional expertise they need
to discover and create their perfect home.

What is Zillow and a Zestimate®?

Zillow launched in 2006 Zillow and is a living database of more than 110 million U.S. homes -
including homes for sale, homes for rent and homes not currently on the market, as well as
Zestimate home values, Rent Zestimates and other home-related information

©2022 Tennessee Real Estate Education Foundation. All Rights Reserved.
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Zillow's estimated market value, computed using a proprietary formula. It is not an appraisal.
It is a starting point in determining a home's value. The Zestimate is calculated from public
and user submitted data; your real estate agent or appraiser physically inspects the home
and takes special features, location, and market conditions into account.

What is RPR?

RPR was created by NAR for the sole purpose of providing REALTORS® with the
comprehensive data, powerful analytics, and client-friendly reports for each of NAR’s
constituencies to meet the demands of clients.

Reaching Consumers in a Target Market

Why is it important to identify a target market?

Different segments of consumers have different needs and concerns when it comes to the
decision to buy or sell a home. By identifying a target market, you can concentrate your
marketing efforts on providing information and services most relevant to those consumers.

It's important to note that the recent changes in the economy have had a significant impact
on the characteristics and concerns of virtually every target market. The impact of the
economic downturn has been much greater in some areas than in others. You should always
be mindful of the current economic conditions in your local market and consider how these
conditions affect your target consumers.

Examples of Target Markets

Segmentation of target markets often varies depending on the type of area in which you
practice. For example, larger metropolitan areas are generally more prone to sprawl, which
has resulted in more practitioners who specialize in a specific area of town; in areas with a
higher concentration of retirees, you might find more practitioners targeting seniors.

Regardless of location, certain target markets are fairly constant. Examples include:

* First-time buyers

* Investors/rental properties

* New construction home sales
* Vacant land sales

+ Late Century

» Corporate

* Relocation

e Multi-Cultural

+ Seniors
* Luxury/high-end properties
+ Condos

« Lake homes

©2022 Tennessee Real Estate Education Foundation. All Rights Reserved.
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Types of Target Markets

Geographic: i.e., the practice of geographic farming, targeting a certain area or neighborhood and
building expertise based on specializing in a certain location. Example: Targeting a developing area of
town by familiarizing yourself with the subdivisions, school district, expansion plans, developments, etc.
can help you build expertise for potential buyers.

Demographic: targeting a certain segment of the population, whether age, gender, ethnic origin, etc.
Example: Employing certain marketing techniques (i.e. blood pressure checks, identity theft education)
that appeal specifically to seniors.

Psychographic: targeting a certain behavior or lifestyle. Example: The growing trend in energy-saving
features has created a target market of buyers and sellers of “green” homes.

Demographics explain “who” your buyer is, while psychographics explain “why” they buy.
Examples of specific concerns and consideration for target markets:

e First-time buyers: first-time buyers are generally unfamiliar with the buying process. They may
require detailed information and guidance on the terms contained in an offer, the steps in obtaining
financing, the inspection process and what to expect at closing. New incentives exist for first-time
buyers; the terms of these incentives can be confusing, so buyers may need guidance on how to
qualify. It's a good idea to familiarize first-time buyers with the variety of incentives available for
different types of loans so they’ll be prepared when they meet with a lender.

e Vacation home buyers: buyers of vacation properties have different concerns than buyers of
properties which serve as a primary residence. They may be more interested in information regarding
area amenities, access to outdoor activities and the local rental market.
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The generations defined

Born 1928-45

1920 1940

Born 1965-80

1980

Born 1997-2012

2000

GENERATION AGE
IN 2019

Generation Z
ages 7-22*

Millennials
ages 23-38

Generation X
ages 39-54

Boomers
ages 55-73

Silent
ages 74-91

2020

*No chronological endpoint has been set for this group. For this analysis, Generation Z is defined as those ages 7 to 22 in 2019.

PEW RESEARCH CENTER




GRI403 Working More Effectively with Buyers | Page14

Working with Generational Segments

Generation

Characteristics and

Communication Styles:

Preferences:

Expectations:

Baby Boomers
(born 1946-1964)

“It's all about me”

Willing to take time to
make decisions
Traditionally big

spenders, many
boomers have taken a
significant hit to their
retirement investments
and may be less likely

to spend.
May fail to articulate

specific expectations
May be supporting
children and aging
parents
Internet-savvy

May speak more

“formally,” traditional as
opposed to “casual’
communicators.
Generally not multi-
taskers, will focus on
conversation

Luxury features,
upgrades
Brands that
convey status

Larger
homes
Affluent

neighborhoods
Access to
activities
Second
homes,
vacation
homes

Homes suited
for entertaining

Quality
Expertise

Attention to
detail
Quick response

Gen X (born
1965-1980)

Entrepreneurial

Internet- savvy
Well- researched

Quick-deciders

Influenced by friends
and family

Casual communicators,
interested in the
“bottom line”
Multi-taskers, may be
less focused on
conversation
Communicate primarily
by email, some phone,
some text messaging

Close-knit
communities
Open floor
plans

Large kitchens
Family homes
Practical, usable
space
Pre-wired
homes
“Green”
features

Immediate
response

Advanced
negotiation
skills
Expertise
Well-informed
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Millennials Gen Y
(born 1981-1999)

Always “connected”

Skeptical of traditional

marketing

Less loyal

Most are first-time

buyers

Social network users

Extreme multi-taskers,

“‘instant” communicators

Rely heavily

on text and web

messaging

May juggle different

means of

communication

simultaneously

Rarely need face-to-face
meetings

Resist “cookie-
cutter” homes
Unique features
Diverse
communities
Proximity to
entertainment,
social hubs

e Renovations,

luxury features

Immediate
response

Non- traditional
means of
finding
properties and
agents

Quick
transaction time

https://www.psychologytoday.com/us/blog/the-truisms-wellness/201602/baby-boomers-generation-z
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Part 2: Understanding Buyer’s Responsibilities

Agency Definitions

Broker — the term “Broker” shall mean a licensed Tennessee real estate broker or brokerage firm and
where the context would indicate, the Broker’s affiliated licensees, including but not limited to the
Designated Agent.

Designated Agent for the Buyer — the individual licensee that has been assigned by the Managing
Broker and is working as an agent for the Buyer in this consumer’s prospective transaction, to the
exclusion of all other licensees in his’lher company. Even if someone else in the licensee’s company
represents a Seller of a prospective property, the Designated Agent for the Buyer will continue to work as
an advocate for the best interests of the Buyer. An Agency relationship, by law, can only be established
by a written agency relationship.

Facilitator/Transaction Broker (not an agent for either party) — The licensee is not working as an
agent for either party in this consumer’s prospective transaction. A Facilitator may advise either or both of
the parties to a transaction but cannot be considered a representative or advocate of either party. By law,
any licensee or company who has not entered into a written agency agreement with either party in the
transaction is considered a Facilitator or Transaction Broker until such time as an agency agreement is
established.

How to handle any changes in agency relationships:
o Obtain permission at the time of the anticipated change
e Obtain proof of permission with the party's signature
e Proceed with actions that match the statement

Buyer Representation Agreements

In order to establish an agency relationship — one that makes your buyer-customer a buyer-client — you'll
need a signed agency agreement. This is NOT the same thing as an agency disclosure. The agency
agreement establishes a legal agency relationship between you and your client.

When should you execute a buyer agency agreement? As soon as possible. It's always a good idea to
execute the agency agreement before showing properties if at all possible. This way, you can comfortably
refer to the buyers as your clients when contacting listing agents and avoid confusion and any potential
conflicts of interest.

What is your company’s policy on buyer’s agency?

You should provide all new buyers with a summary of how agency works in Tennessee. Tennessee
REALTORS® has developed a brochure for distribution to consumers explaining the ins and outs of
agency relationships in Tennessee.

For buyers: See Appendix

For sellers: See Appendix
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Note: For REALTORS®, a full, easy-to-read explanation of agency relationships and how they are
governed under Tennessee law can be found in the Appendix.

Your Role as a Buyer’s Agent

When asking a buyer to sign an agency agreement with you, you may encounter objections if you haven’t
fully explained your role as a buyer’s agent and the benefits you offer. Because buyers can now search
the MLS for homes using the Internet, they may perceive less value in the services you offer; part of
“courting” buyers is to make them aware of ALL the benefits you offer beyond simply locating properties.

Property Issues

It's unlikely the average buyer knows how to research property issues beyond what is advertised in the
MLS. You can find detailed information on permits and zoning, in addition to locating qualified inspectors
to investigate potential property defects which may not be apparent.

Pricing

Because you have access to recent comps and experience pricing properties, you can determine whether
or not a property is priced fairly. Also, you can make recommendations on when to offer less than the
asking price — and when a property is priced under market value.

Neighborhood Information

Because of your experience and familiarity with various neighborhoods, you can offer advice on whether a
certain neighborhood is becoming more or less desirable. You can also advise buyer clients on the impact
of any planned changes affecting the neighborhood, such as new shopping center or highway
construction.

Negotiation

Most buyers recognize that REALTORS® are better equipped to negotiate a fair purchase price, due to
their experience and knowledge of the market. Also, REALTORS® can often negotiate more favorable
terms for buyers beyond price, including terms buyers might not realize are negotiable.

Forms

REALTORS® offer extensive experience executing complicated forms and contracts associated with a
given transaction. You can explain the implications of anything the buyer is asked to sign — before they
sign it. In cases where a buyer has specific concerns, needing to sell a current home, you can help them
execute the appropriate addenda to ensure their interests are protected.

Problems with a Transaction

Any number of problems can arise before, during or after a given transaction. You can help buyers
navigate problems if they arise, including property defects discovered, title issues, financing, earnest
money disputes, etc.
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How do you share this information with buyers?

In Person
Any information you share with buyers will have more impact when shared in person.

Written Marketing Materials

It's a good idea to provide buyers with a written run-down of the services you provide. This can be
especially helpful with visually- oriented consumers. You can create a simple one-page document or
brochure, outlining the benefits of hiring you if your company doesn'’t already provide one.

Your Website

Your website is an ideal place to provide information to buyers, including the benefits of hiring you.
Beyond simply posting marketing pieces, you can provide helpful resources for buyers including
information on the purchase process, questions to ask a lender, and area information and resources.

Your Blog

Short blog posts are a great way to share information about your services. Consumers are especially
attracted to lists, so it can increase readership if you frame the information you provide in a list, i.e. “Top 5
Questions to Ask Your Lender” or “10 Qualities to Look For in a REALTOR®.”

Video Clips
Using short video clips on your website is a great way to personalize information.

Great example online: https://www.youtube.com/user/leighbrownremax

Minimum Service Requirements Under Agency Law

§ 62-13-404(3)
Unless the following duties are specifically and individually waived, affirmatively acknowledged in

writing by a client, a licensee shall assist the client by:

a.) Scheduling all property showings on behalf of the client;
b.) Receiving all offers and counter offers and forwarding them promptly to the client;

c.) Answering any questions that the client may have in negotiation of a successful purchase
agreement within the scope of the licensee’s expertise; and
d.) Advising the client as to whatever forms, procedures and steps are needed after
execution of the purchase agreement for a successful closing of the transaction.

Upon waiver of any of these duties, a consumer shall be advised in writing by the consumer’s
agent that the consumer may not expect or seek assistance from any other licensees in the
transaction for the performance of these duties.
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Part 3: Working With and Representing Buyers

Today’s Buyers

The most effective way to serve buyers in your local market is to familiarize yourself with the factors that
most significantly influence their behavior. Like most of us, buyers are generally most concerned with
factors that have a personal impact on daily life. In real estate, prospective buyers are most heavily
influenced by market conditions they perceive as favorable to their position.

The real estate market is cyclical in nature; conditions can change rapidly due to local market activity,
interest rate movement, unemployment rates, property values and a variety of local and national economic
factors. To achieve long-term success, you must develop a strategy to provide benefits to buyers in any
market regardless of the market conditions.

Top Concerns: Today’s Buyers

Today’s buyers have a number of concerns when it comes to making the decision to purchase a home.
Buyers are faced with more choices. With tightening requirements for financing, the process of qualifying
is more complicated than in previous years. Many buyers are still uncertain whether it’s the right time to
buy.

What are the top concerns of today’s buyers?

Financing
Many buyers are uncertain whether they can qualify under the stricter requirements of most lenders.
However, a number of programs and incentives are in place for buyers, especially first- time buyers.

Timing

Buyers in some markets are staying on the fence, waiting to see if prices will drop further. However,
market forecasts are not predicting any significant further reduction in prices. In fact, some markets are
beginning to see an increase in sales, the first sign of recovery and inventory reduction.

Choices

Buyers have more choices, due to increased inventory in most markets. Foreclosures and short sales
have offered new opportunities for qualified buyers, although these transactions can be slower and more
complicated than traditional purchases

Existing Homes

Buyers who are seeking to take advantage of low prices to purchase larger homes face uncertainty in
selling existing homes. This is especially true for buyers relocating from distressed markets where sales
remain flat.

Job Market

Even financially secure buyers face uncertainty in the job market. It's a good idea for all buyers to have a
six- to nine-month emergency fund established before purchasing a home so they’ll be able to continue
making payments if they lose their job.
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Addressing Concerns for Today’s Buyers

Given the concerns of today’s buyers, what type of information can you offer to help buyers decide
whether it's the right time to purchase?

e Financing Programs Available
Provide buyers with information on what types of programs and tax incentives are available to assist
them in purchasing a home. It's a good idea to develop a relationship with an area lender who can
keep you informed about requirements for financing programs.

e Area Pricing and Inventory
You can share information about area pricing and inventory to help buyers stay informed of changes
in the local market. Helping buyers identify trends in the local market can help them determine the
best time to buy.

e Benefits of Homeownership
In any market, there are significant benefits to homeownership. You should always include
information on tax advantages and other benefits of homeownership as part of your marketing efforts.

e Interest Rate Movement
Buyers should be aware of movement in interest rates. When interest rates are on the rise, it may be
a good time for buyers to lock in a fixed-rate mortgage.
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Marketing in the Cyclical Market

Market Signs Buyer Concerns Benefit Marketing
Growing Market, Low inventory e “Losing” a Examples:
Sellers’ Market, Increased property e Negotiation
Expanding Market construction e Hitting a certain skills

e Absence of offered price point e Market
:ncentlyes _ e Obtaining knowledge
nereasing prices financing e Access to fresh
e Above- e Multiple offer listings
Average situations e Possible
appreciation rates !
e Rising interest rates knowledge
e New job creation of properties not
. J yet listed
e Rising rents
Slowing Market, e High inventory e Taking advantage | Examples:
Buyers’ Market, e Slowdown of new of e Negotiation
Contracting Market construction incentives skills
e Offered incentives ® Getting the * Market
for buyers lowest price knowledge
e Decreasing prices ° Gettlpg the ° Afﬁllatlons
e Decreasing best interest rate with related
interest rates e Property service
condition providers
e Company L e Contract expertise
downsizing e Appreciation
e Lower rents and/or condition
of neighboring
homes
Transitional Market, e Modest inventory e Finding the e Overall market
Stagnant Market, movement right time to knowledge and
Leveling Market e Low to modest buy experience
appreciation e Investment e Finding the
Low new job creation strategies “hot” deals
Low interest rate e Maximizing e Identifying
fluctuation OR a brief their buying appreciating
period of interest rate dollars or growing
adjustment e |mmediate areas
market e Negotiating
forecasts incentives

and concessions
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The Influence of the Internet on Today’s Buyers

“People used to find houses through us, now people find us through houses.”
~Allan Dalton, former President of Realtor.com

According to NAR’s 2023 Profile of Home Buyers and Sellers:

The Home Search Process

e For 41 percent of recent buyers, the first step that they took in the home buying process
was to look online at properties for sale, while 20 percent of buyers first contacted a real
estate agent. Ninety percent of recent buyers found their real estate agent to be a very or
somewhat useful information source.

e Buyers typically searched for 10 weeks and looked at a median of seven homes, and
viewed four homes only online. The number of weeks searching is unchanged from the
2022 report.

e Finding the right home was the most difficult task for buyers at 59 percent. n

e All home buyers used the internet this year to search for a home. The most valuable
content on websites were photos, detailed information about properties for sale, floor
plans, and the real estate agent contact information.

e Ninety-two percent of recent buyers were at least somewhat satisfied with their recent
home buying process.

Home Buying and Real Estate Professionals

e Eighty-nine percent of buyers recently purchased their home through a real estate agent or broker,
and six percent purchased directly through the previous owner.

e Having an agent to help them find the right home was what buyers wanted most when choosing an
agent at 50 percent.

o Forty-three percent of buyers used an agent that was referred to them by a friend, neighbor, or
relative, 13 percent used an agent that they had worked with in the past to buy or sell a home,
seven percent found their agent when inquiring about a specific property found online and seven
percent found their agent through a website without a specific reference.

e Seventy-one percent of buyers interviewed only one real estate agent during their home search. n
Ninety percent of buyers would use their agent again or recommend their agent to others.

Qualifying Buyers/Buyers Strategy Session

Your initial meetings with prospective buyers should be used to questions which reveal the
buyer’s motivation, urgency, and ability to buy.

You can prepare to counsel buyers by researching data and information in your local market.
Being aware of current buyer statistics can help you meet the challenges of today’s market.
Examples of statistics you should review monthly include:

Length of time buyers look
Length of time to obtain financing
Length of time to make a decision
Local interest rate movement

Local inventory: how many homes on the market? Average sale price? Average
number of days on the market?
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Good sources for this information are your company (depending on its size), your local and state
REALTOR® associations, area MLS and local lenders. Regional statistics are available through
NAR’s website, www.realtor.org.

Being able to interpret this data can help you prepare prospective buyers for what to expect. For
example, when homes are sitting on the market more than 60-90 days, buyers have more
leverage in negotiating price and terms.

Knowing how to present this information to prospective buyers is an important skill. Concentrate
on the positive — what advantages exist for buyers in the local market? By presenting the
existing data in a positive way, you can help buyers recognize available benefits while also
allowing them to set realistic expectations.

The more experience you have, the more effectively you’ll be able to present information to
prospective buyers. For each point you discuss with buyers, include a benefit you offer to add
value to that aspect of the purchase process.

Buyer CMAs

Using a comparable market analysis (CMA) is standard practice when listing a property.
However, CMAs play an important role in preparing buyers for the property selection process as
well. A properly prepared CMA can:

Aid buyers in setting realistic expectations

Educate buyers on current market trends — not what sold two years ago at that price
but what sold last month

Add value — you have access to up-to-date information the buyer does not

Clarify expectations — seeing the data for themselves may prompt buyers to re-
evaluate their priorities

Previewing Properties/Virtual Showings

A significant benefit you offer is your ability to preview properties. Not only is it a good way for you
to stay on top of the local inventory, you can also qualify and disqualify properties before spending
your client’s valuable time. When previewing properties, the following are important things to look
for:

Obvious damage to the property

Neglected property condition/landscaping

Outdated interior features

Cosmetic issues

“Extra” upgrades, luxury features not advertised (make sure to verify they’ll remain
with the property)

Significantly over- or underpriced properties

Neighborhood conditions — high- or low-demand areas
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Virtual tours and video tours now allow you to preview properties with your prospective buyers.
Take advantage of this opportunity whenever possible; viewing videos and still photos online
beforehand can save time and give you a chance to gage the buyer’s reaction to property
features and characteristics.

Summary

The key to selecting properties is to stick to the wants and needs of the buyer as established in
the counseling session. Be thorough in checking traditional as well as alternative sources. For
every property selected, ask yourself:

Does this property have the basic necessities my buyer is looking for?

Is the property in my buyer’s price range?

Are there any major drawbacks (i.e. needed repairs) to consider?

Does this property offer any of the additional features my buyer discussed?
Does this property seem to offer the “lifestyle benefits” my buyer described?
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When Your Buyer Wants to Make an Offer

Excerpts from “Do You Have a Minute? An Award-Winning Real Estate Managing Broker Reveals Keys for Industry Success” by
John M. Giffen ©2018, 2020.

Your buyer is excited to submit an offer to buy the perfect home they believe meets all of their wants and
needs.

An offer contains more than just the price the buyer is willing to pay. It must contain contingencies and
specific dates for inspections, financing, dates for closing and possession, as well as other special
stipulations. As your buyer’s representative, you can ensure the terms and conditions of the Purchase and
Sale Agreement and subsequent counteroffers will protect their interests.

Once an offer is made to the seller, it can be accepted, rejected, or countered. If an offer is countered, the
counteroffer constitutes a rejection of the previous offer. Additionally, a party cannot extend the time limit
of a counteroffer, have it rejected, and then attempt to accept the original offer. If a party rejects an offer
outright, it needs to be noted in writing, signed, dated, and returned to the offeror.

Writing an offer on a single-family home or a parcel of land requires a level of particular know-how and
forethought on your part. You must have all the specifics and details before you write the offer, including
the prices of comparable properties in the area, the financing your buyer must obtain to purchase the
home, and the timeframe needed to close on the house.

The 15 Major Components of an Offer

. Names of the parties to the contract
. Legal descriptions

. ltems to remain with the property

. ltems not to remain with the property
. Leased items

. Purchase price

. Earnest money deposit

. Financing

. Appraisal contingency

10. Inspections

11. Closing expenses / title expenses
12. Closing date and possession of the property
13. Special stipulations

14. Other exhibits, addenda, etc.

15. Time limit of the offer

Co~NOOOPRWN -~



GRI403 Working More Effectively with Buyers | Page26

Buyers Cheat Sheet for a Seller’'s Market

Annual Salary Needed to Buy a Home in US
Top 50 Largest Metro Areas

$274K $95.6K C5]5121.4K $121.1K
LSan Jose, CA [Portland, | Seattle, WA Boston, MA

$82.4K
Providence, RI
$71.4K

$41.5K
Pittsburgh,

$68.4K
Minneapolis, MN_ Mi Wa""k\fﬁl\

$91K PAG g5k [ Philadelphia, PA
Buffalo,
NY ko) $70.1K

102 7K Baltimore, MD
$82 5K $ e

< Salt Lake City, UT ' ; '
Sa e City, Denver CcO Richmond, VA
$90. 6Kd ; _ $5a6K, R $53.9K
Riverside, _ 477K 3 ' Virginia Beach, VA
San Bernardino, Kansas C'ty MO St Louxs MO | 3 ;
G C i, OH $70.2K
568K z ‘ \ incinna : Raleigh, NC

Sacramento,
CA )

‘ AS6LT7K
“Las Vega Vegas, NV s Nash\nlle TN

=588 TIC M!ﬁ%ﬁ@
A o $709K Oklahoma City, OK 71.4K el $62.9K
| Phoenix, % Phoenix, AZ Dallas, TX [ Charlotte, NC
98.5K | “
AU%TX—G

{$62.8K

Jacksonville, FL
R$67.1K

Orlando, FL

\$88.2K
Miami, FL

$65.5K

$62KO Houston, TX:

San Antonio, TX

W s S

[ $500K - $999K i
[T $250K - $499K
< $249K N

New Orleans, LA

$62.71K
. Tampa, FL

Annual salary needed ($) Median house price ($) F I x r
www.fixr.com/blog | Source: HSH - The salary you must earn to buy a home in the 50 largest metros
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Help to Get your buyers offer accepted
Buyer Orientation-crucial in these times to education Buyers on the market
Show them % over the list price that houses are transferring for in the area
they are looking
Define Pre-Approval vs Pre-qualify
Their tolerance and ability to pay over list price
Best Alternatives to Negotiations- If they aren’t willing to jump in, what's the

plan?

7 Items to put together for the best chances to win!
Call the Listing Agent, ask good questions. What's important to the Seller?
Look closely at MLS.
Make the Offer Strong
Make the Offer Signable-fill in all blanks, check on line for paperwork and
information
Send a personal letter-CAUTION! This could be considered Discriminatory
Have a strong, well-known Lender

- Have the Lender call the Listing Agent to show strength of the Buyer

Meet the neighbors- at times, this is helpful to know the folks around them

and get more info (Caution with this!)

Risky Ones
Earnest money non-refundable after inspections
No inspection contingency
No appraisal contingency
Buyer pays the title Search or closing costs for Seller

Buyer pays some of the commission of the Sellers agent
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Buyer Cheat Sheet for A Seller’s Market

Daily Real Estate News-Friday, April 08, 2016

Be on call. “If you’re only looking now and then when it's convenient, you're probably
wasting your time,” says James Malmberg, a real estate professional in Sherman Oaks,
California. He suggests treating house hunting like job hunting. If someone calls with a
lead, follow up promptly to gauge whether it could be a good fit, and don't linger.

Bring the paperwork. To be taken seriously, buyers would be wise to get a mortgage pre-
approval letter as well as a “proof of funds” form from their bank to show they have enough
to cover a down payment. They’ll be able to act quicker when they do find the right house.

Limit the contingencies. In a seller's market, buyers may need to drop some of the
contingencies to score the house. Sellers prefer the fewest number of hurdles to closing as
possible. If your buyers come in with several contingencies — such as “if’ they secure
financing — the sellers are more inclined to bypass their offer and take another with less
hassle. Also, “don’t waste your time lowballing a seller,” advises Sean Kelley, a real estate
professional with Howard Hannah in Pittsburgh, PA. “Always put in an aggressive offer.”

Cast a wide net. Search for homes outside prime locations if faced with limited or high-
priced choices. Buyers need to carefully consider what they’re willing to compromise on.
“Sometimes properties sit, even in a seller's market, because of a problem that is scaring
other buyers away,” such as some renovation work that may need to be done, Malmberg
says. Those “flaws,” however, might not be a big deal to your buyers. “Finding a house this
way can also cut down on the amount of competition you will face,” Malmberg adds.

“Surviving a Seller’s Market: The Ultimate Cheat Sheet” realtor.com@ (April 7, 2016)
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Multiple Offers

In a market with a low supply of properties and a large number of buyers, it's highly likely a buyer client’s
offer will be one of many on a desirable property. This experience will probably happen more than once in
the home-finding process.

Buyers become frustrated when they finally find their dream home only to discover the offer they make on
the house is one of many the seller will receive from other eager buyers. Multiple-offer situations will result
in offers way over the purchase price and with few to no contingencies. It becomes a very competitive
environment for everyone involved. The thought of a buyer “getting a deal” is thrown out the window.

Keep in mind these key points when working in a multiple-offer scenario:

e The existence of multiple offers should only be disclosed with the seller's consent, according to the
Standard of Practice of the REALTOR® Code of Ethics.

e The seller alone determines whether one or more of the prospective buyers will be informed that there
are multiple offers on the property.

e Sellers who elect to disclose multiple offers risk a buyer walking away from a possible “bidding war.”

e Alternatively, sellers may elect to leverage the existence of multiple offers to get the best price and
terms.

e Escalation clauses may appear on a submitted offer. An escalation clause states that a buyer is willing
to outbid any other offers on a home by a certain amount, up to a capped price.

Before You Write an Offer

1. Make sure an agency relationship with your buyer has been established through a signed, exclusive
buyer representation agreement. Also, prepare a written confirmation of this agency so it can be
disclosed to the other party in the transaction.

2. Read all property disclosures carefully with your client, including the property condition disclosure,
lead-based paint, and septic disclosures.

3. Ask your client’s lender to provide you with a pre-approval letter you can submit with the offer. The
lender may also be able to give you a loan estimate containing closing costs and pre-paid items.

4. As the buyer’s agent, you should prepare a compensation agreement that can be sent to the

cooperating broker/agent before the submission of an offer.

Review all of the offer paperwork to ensure it is correct and complete.

o

As a buyer’s agent, you must correctly shepherd the offer process for your client. You and your buyer
need to carefully think through the offer before you write it. It's absolutely crucial that you know and
understand real estate contract language backward and forward. You must be knowledgeable in the terms
and conditions in the Purchase and Sale Agreement and their impact on the performance of the parties.
This also includes knowing all the other supporting documentation involved in the transaction.

Be prepared to negotiate and maximize your selling skills when a seller counters your offer. As a real
estate professional, your negotiation expertise is an essential part of the offer and
counteroffer process.
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Summary Discussion

How does the Internet shape buyer perceptions of local market conditions? And how do
YOU respond to these concerns?

e Can you give some examples of how the Internet influences buyer behavior?

e In what situations would you use a Buyer CMA?

e In what situations would you NOT use a Buyer CMA?

e What type of information would you include for a 30-year-old first-time

homebuyer?

e How would you describe local market conditions for your specific area to

interested buyers?
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Part 4: Case Studies

Problem Situations

Case Study 1: FSBO

Your client wants to look at a FSBO. You call to see if they will “co-op”. The seller says they will only pay
¥2%. What are your options? What are your options if you have an Exclusive Buyers Agency? What are
your options if you have a Non-exclusive Agency Agreement?

According to the 2021 Profile of Home Buyers & Sellers:

For-Sale-by-Owner (FSBO) Sellers

* Only seven percent of recent home sales were FSBO sales this year. This is slightly down from seven
percent last year, and is a historical low share recorded since this report started in 1981.

» The majority of FSBO sellers, 57 percent, knew the buyer of the home.

» Within rural areas 12 percent sold via FSBO compared to four percent of sellers in urban areas.

* FSBOs typically sell for less than the selling price of other homes; FSBO homes sold at a median of
$260,000 last year, significantly lower than the median of agent-assisted homes at $318,000.

Case Study 2: Buyer Complaint
In response to REALTOR® A'’s advertisement, “Guaranteed Savings! Don’t purchase without
representation,” Mr. and Mrs. B signed an exclusive buyer representation contract with REALTOR® A.
After viewing several homes accompanied by REALTOR® A, Mr. and Mrs. B decided to make an offer on
1234 Hickory. The seller did not accept the offer. The listing broker explained to REALTOR® A that the
sellers were well-situated, spent much of their time at their vacation home, and had determined not to
accept anything other than the listed price. REALTOR® A, in turn, explained that to Mr. and Mrs. B. In
response to their questions, he indicated that there appeared to be little point in making anything other
than a full price offer but that he would be happy to continue to show them other properties. Mr. and Mrs.
B responded that they were not interested in other properties and had decided to make a full price offer on
the Hickory Street residence. They did and their offer was accepted.

Following closing, and after discussing their transaction with friends, they wrote a letter to the Board of
REALTORS® indicating that while they were pleased with the service provided by REALTOR® A, they
thought that his claim of “guaranteed savings” was an exaggeration. After obtaining and reviewing a copy
of the Code of Ethics, they filed a formal complaint alleging that Article 1, as interpreted by Standard of
Practice 1-4, had been violated.

At the hearing, REALTOR® A defended his advertisement on the basis that as a buyer’s agent he was
able to aggressively negotiate purchase agreements on behalf of his clients whereas the listing broker or
subagents, with their loyalty to the seller, could not. He also indicated that, in many instances, his buyer
clients paid less, often substantially less, than buyers dealing through listing brokers, subagents, or even
through other buyer agents. However, in response to questioning by Mr. B’s attorney, REALTOR® A
acknowledged that, while savings were not uncommon, they were not ensured in every instance,
particularly in cases where the seller was determined to receive full price. “But | offered to show them
other properties and, if we looked long enough, | am sure | could have found them a bargain,” offered
REALTOR® A in his defense.
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The Hearing Panel disagreed with REALTOR® A'’s reasoning, concluding that while savings might be
possible, REALTOR® A had been unable to demonstrate them in every instance and that this guarantee
of savings was misleading. Consequently, his advertisement was in violation of Article 1.

Case #1-23: Claims of Guaranteed Savings (Adopted November, 1993 as Case #7-27. Revised April,
1994. Transferred to Article 1 November, 1994.)

What would you do as the agent in Case Study 2?

How would you characterize the positions of the various parties if the Buyer sues?

As an agent for the buyer, what do you do before closing to ensure that your client is protected in
the event of an unforeseeable problem occurring after closing?
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Case Study 3: Disclosure

As a REALTOR®, you make representations every day. Not only do you make representations about who
you are, what you do, and what you know; you also make representations about the properties you list
and those you show. How important are the representations you make?

When you advertise, how careful are you in the words you choose? Are you liable for the representations
you make in advertisements? You should have a clear understanding of what you're protected against.
How familiar are you with your Errors and Omissions policy? Speak to your Broker for more information.

Once a TRPCD form is signed by a prospective buyer, is there any recourse for a problem disclosed in the
form if a repair isn’t requested at the time of purchase? By signing/initialing the form, have they taken
responsibility for solving any existing problems?

Think about how you advise your clients about the various forms they must review. How carefully do you
think buyers read these forms? What are your responsibilities as they relate to a buyer’s awareness of

problems disclosed in the paperwork?

Consider these issues as you read the following case study.

Case Study 4: Commission

Lisa has been a great real estate agent for years. She was proud that her clients consistently referred
additional clients to her. Jim and Judy were referred to her by another client. They are looking for a very
specific type of home.

After looking for a couple of days, Lisa realizes that what they are looking for may be Lisa's own personal
house (which she is getting ready to put on the market- but has not done so just yet).

Lisa explains all this and shares with them. The couples is excited to see the house. Lisa quotes a price
based on the house not being on the market and they love it.

They go to their jobs the next day telling all their co-workers about this fabulous house and how it came
about. The co-workers are excited for them. One of the co-workers says they have a friend in real estate

and Jim and Judy should call their agent so they can be represented by another agent in the transaction.

Jim and Judy call Lisa the next day and let her know they want the house and that their agent is going to
be sending an offer to her on their behalf.

What to do? What happens with the commission?
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Case Study 5: A Plumbing 4 Disaster

When Stan Cohen bought the house on Hollowneck Road, his mother tried to talk him out of it. She’'d
watched him take on projects before that ended up being more than he could handle. He insisted, though,
that he was fully capable of making all the repairs the house needed. He had been in construction all his
adult life, he pointed out.

Stan’s mother, Miranda Sparks, was less confident. She had no doubt that the house, fully renovated,
would bring a pretty penny. She’d been a REALTOR® for 11 years and she knew the area was hot. She
just didn'’t like the idea of Stan investing his whole savings in the house. She constantly reminded him that
anything could go wrong and he could lose it all.

Six months after Stan bought the house, he called his mother to list it for sale. He’d been living in the
house while doing the work and he told Miranda everything was in tip-top condition. The only downside,
he said, was that the work ended up being so much more expensive than he thought. To begin with, the
price of materials had gone up. Also, once he got started, he kept finding more things that needed to be
repaired.

After six months, Stan’s savings had dried up and he was ready to unload the house. Miranda, wanting to
get as much as possible for him after all his hard work, had flyers printed up advertising the renovations
and the new plumbing he’d installed.

Evelyn and Tony Corday were recently married. Tony’s job required him to travel extensively, so Evelyn
took charge of finding them a new house. She contacted Sharon and signed an Exclusive Buyer
Representation Agreement with her.

Sharon showed Evelyn several houses over the following week. Evelyn was anticipating a visit from her
relatives in less than two months and wanted to be moved into a new house when they came. She
happened to spot one of Miranda’s flyers and asked Sharon to show her the house on Hollowneck Road.

After seeing the house, Evelyn and Sharon discussed the offer, with Tony on speakerphone. Stan
accepted the offer as soon as Miranda presented it and a closing date was set. Evelyn immediately
started making arrangements for the move and buying things for the new house.

Shortly after closing on the house, the basement flooded. Tony told Evelyn to call the warranty company
and have them send out a plumber. When the plumber arrived, he told her that the plumbing wasn’t
properly installed and it didn’t meet the requirements of the building code. He also told her it was obvious
the basement had flooded before. The warranty company wouldn’t pay for a pre-existing condition.

Evelyn was furious. She immediately contacted Sharon. As it turned out, Sharon had forgotten to get a
copy of the Tennessee Residential Property Condition Disclosure form. Nevertheless, the form didn’t
reveal the flooding problem.
If you were Sharon, what would you have done differently? What advice would you give
Stan, if you were Miranda?
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Do you follow any guidelines for your advertising?

What advice would you offer new Realtors® on advertising?

Also, how do you stay organized in a rushed transaction like Sharon's?
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Appendix

RF141 Exclusive Buyer Representation Agreement (Designated Agency)
RF142 Exclusive Buyer Agency Agreement (Buyer Agency)

RF143 None-Exclusive Buyer Agency Agreement

RF161 Agreement to Show

RF201 Tennessee Residential Property Condition Disclosure

RF202 TN Disclosure Update

RF203 TN Property Condition Exemption

RF204 Property Condition Disclaimer

RF303 Notification of Change in Agency Status or Agency Relationship
RF401 PSA

RF651 Counteroffer

Buyer’s Orientation Packet

2023 NAR Profile of Home Buyers & Sellers

Self-Assessment



