What Really Makes A Home Sell

The factors that make a home
sell, in order of importance, are:
1) economic conditions, 2) lo-
cation, 3) condition (market-
ing), 4) price, 5) market
exposure (advertising), and
6) negotiations & contin-
gency management. Anything
that affects the salability of a
home falls within these major
criteria.

The first and most important of
the factors that make a home
sell is beyond the control of any-
one associated with the home
sale. Factors two and three are
completely in the seller's hands.
The forth factor is actually in the
control of the pool of buyers in
a market and relates back to
factor one. Factor five is within
the control of a seller or market-
ing professional, if hired. Fac-
tor six is far more important that
most folks know, and the mis-
management of the negotia-
tions and contingencies of the
contract can quickly kill the deal
you have worked so hard to pro-
cure.

Let's look at each of the factors
that make a home sell in greater
detail.

Factor One: Economic Condi-
tions (supply and demand within
a marketplace). This one is
simple in concept: when there
are more people wanting to buy
a home than there are homes
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available, your house will sell
quickly and for top dollar. The
opposite is also true: when
there are more homes available
for sale than buyers willing and
able to buy them, your home
may take eons to sell and prob-
ably at a discount.

So what causes housing de-
mand to ebb and flow? The el-
emental answer is that jobs
availability and net migration
into an area create demand;
just think of overall economic
conditions, and think of them in
a more local sense than nation-
ally.

When you have many well pay-
ing jobs locally, this causes
more people to move into an
area than leave (positive net mi-
gration). This increasing popu-
lation, whether it's a steady
inflow or a quick spike, will drive
housing demand up and prices
will increase

The opposite is also true: when
you have more people leaving
an area than coming in, called
negative net migration, demand
for housing drops and thus so
do prices. Again, this is typically
due to a loss of jobs in an area.

The flow of people into or out of
an area due to job availability is
the “patural” dynamic of an
open market, and creates a par-
allel increase or decrease in de-
mand for housing.

Neither home sellers nor bro-

kers have control over a mar-
ket's economic conditions, and
this is the most influential factor
causing a home to sell or not to
sell, please remember that.

Additionally, there can be fac-
tors outside of the natural dy-
namics of a marketplace which
cause artificial and temporary
over reaction in the housing
market. The repercussions of
two examples we are currently
living with is the easy credit with
zero-down, adjustable rate
loans through 2007 which ran
up an artificial demand and
prices for homes, and the now
extreme tightness and lack of
liquidity in the credit markets,
helping to fuel the current drop
of home values.

While neither of these forces
are truly a part of the natural
marketplace, they do wreak
temporary havoc in the housing
market. Whatever the politi-
cians, banks, Wall Street in-
vestors, or regulators do in the
near future to try and fix the
mess they created will further
artificially affect the market. The
affects may work in your favor
or against you. All you can do
is be ready and act quickly
when they happen.



The importance of location has
been beat into a cliché, but is
still very true. Before you were
a seller, you were the buyer of
this home. If you picked a loca-
tion that turns out to be in high
demand when you want to sell,
you are deemed a genius. The
opposite is also true. If you pur-
chased your home in a location
that now no one wants, well you
will struggle to get rid of it. You
have (had when you pur-
chased) control over your
home's location; a broker does
not.

Demand for a particular location
can be for economic reasons
(job growth), or psychological
reasons (living in Aspen or
some other highly desired
lifestyle location), but most of
the time it comes down to jobs
availability. Location is the sec-
ond most influential factor caus-
ing a home to sell or not sell.

This one is solely on the home
seller and the most important
factor that you have direct con-
trol over.

There are three distinct seg-
ments to “condition”, and you
will need to optimize your mar-
ket position in each before you
place your home on the market,
if you wish to maximize your
price and minimize your time on
the market.

Before you invest a penny in
preparing your home for sale,
you should truly consider dis-
cussing your sale strategy with

a professional

. Please don't
confuse a real estate marketing
company with a real estate bro-
ker. These are two completely
different companies with two
completely different skill sets.

You really should read the arti-
cle linked above about real es-
tate marketing companies, but if
you are in a hurry, the short de-
scription is that of a marketing
professional who researches
and determines your most likely
buyer, what their particular
wants and needs are, and how
you can meet those wants and
needs better than your competi-
tion. This maximizes your price.

Selling a home is a serious
business venture. Only after
you understand how to differen-
tiate your home from all the oth-
ers in the marketplace, based
solely on the needs of your
most likely buyer, should you
then determine how to best pre-
pare your home for sale and in-
vest your time and money.
Otherwise, you may well have
failed to maximize your sale
price before you ever hit the
market.

Again, all of the steps under fac-
tor three, particularly marketing
research, must be done before
you ever place your home on
the market. Doing anything
else will cost you lost time and
money.

The second segment of factor
three is the general condition of
your home. Over the last ten
years, have you completely
maintained the property? Have
you remodeled or updated
major rooms like the kitchen,
bathrooms, or the family room?

Sellers have complete control
over the condition of their home,
not a broker. As a side note, no
amount of " " will create
a sale if your competition has
truly remodeled and maintained
their homes for sale and you
have not; think something about
"a pig with lipstick".

Staging is best suited to a nice
home, which needs a little buyer
appeal. If your roof has caved
in and there are three dead cars
hidden in six feet of over grown
weeds in your front yard, plac-
ing a new “welcome” mat on
your porch is not going to bail
you out.

The third segment of factor
three is

. This
sounds a lot like segment one,
the marketing research to dis-
cover who your most probable
buyer is, what their needs are,
and even more importantly what
their wants are. Except at this
point it's time to determine
where you will invest your time
and money to set your home
apart from all the others on the
market based on those previ-
ously defined wants and needs.

Hiring a marketing professional
in the first segment allows you
to define your buyer; segment
three is actually doing the im-
provements necessary to cap-
ture that buyer, based on an
investment and cost return
analysis.

Remember, there are a lot of
homes for sale, and just a few
ready and able buyers avail-
able. You need to set your
home apart from all the others,
and this may well mean some
investment on your part. Other-



wise you may be just another
one of many homes buyers
cross off their list each week.

Real estate markets move in
relatively long cycles, often last-
ing 5 to 10 years between the
top and bottom of each cycle.
Some years from now we all
may be back on the top of the
cycle, and you may get by with-
out so much effort.

When factors one and two are
heavily in a seller's favor, then
their property will sell regardless
of the home's condition. There
will simply be a spread in price
between what the market will
pay for a perfect home versus a
home that is "dated" and/or
needs repairs.

But until that day comes, you re-
ally need to understand what re-
ally causes a home to sell, and
put to your advantage how
much money a real estate mar-
keting company can make for
you in today’s market condi-
tions.

The seller is completely in con-
trol over the asking price, not
the real estate broker. How-
ever, and sellers aren't going to
want to hear this one, buyers
are in control of the actual sell-
ing price (see factor one). And
buyers’ set their prices based
on jobs, migration into or out of
the area, and artificial incentives
offered or withdrawn within the
marketplace.

Pricing can compensate for any
and all of the first three factors.
If the market is down and/or
your house needs work and/or
is in a low demand area, you
can still procure an offer with a

lower, competitive price.

Conversely, if the market is
booming and/or you are located
within the “in” location every-
body wants, you can sneak out
a little extra equity on a deal
with little effort.

Brokers do not set prices
(please re-read the first para-
graph in this section again). A
broker can do nothing but pull
comparable values and let the
seller know what the market has
done and is currently doing.
Today,

and you will not need
anyone to pull the data for you.

In a quick summation, of the
first four factors, nobody directly
related to the home sale had
any real control over factor one,
the most influential factor in
generating a sale. The seller
had control over factors two and
three, and the demand from the
current pool of buyers, defined
as "the market", has control
over factor four, relating directly
back to factor one. Real estate
brokers have no control over
any of these first four factors
that cause a home to sell.

The world has changed. In the
old days real estate advertising
meant classified newspaper
and local home magazine ads,
open houses, brochures with
the requisite "glamour" shot of
your broker on it, and jamming
flyers in your neighbors' front
doors (again with the requisite
glamour shot of your broker on
it). Where did that glamour shot

thing ever come from? What
possible benefit is this to either
a buyer or seller?

The research paper titled

pretty well dispels any value
these outdated tactics may
have had, if they ever had any,
in the marketplace.

Today your advertising had bet-
ter mean INTERNET advertis-

ing.

When you want to know about
something, where do you go:
the internet. Factor Five is
where the biggest change in
real estate has already oc-
curred, and where the entire
real estate industry is being up-
rooted and the current inefficient
system pressed into pure obso-
lescence.

The dissemination of informa-
tion about homes for sale
through the internet is where
75% of the change will occur in
the real estate industry over the
next five years. The other 25%
of the change, how real estate
services are performed, will ad-
just to the new business model
forced by the way information is
disseminated and being made
far more publically available
than it was when the broker
MLS system held all of the
power in the marketplace.

The means by which data is
presented in the market will be
far different than just having
your property in the local ,
which then publishes it to a few
public internet sites of their
choosing. That kind of control
of your information by a tiny
service provider will be sub-
stantially diluted within two
years, and wiped out within the



next five years.

In current time

: any/all
internet advertising in as many
locations as possible, the yard
sign (local buyers still drive
areas they dream about living
in, usually right after they find
your home on the internet), and
publication in the local broker
MLS. Your efforts of marketing
on the internet should be ex-
traordinary.

Now, more about the internet.
The possible buyer of your
home may live next door, but
that is a small chance. More
likely, they may live in another
part of your city, another part of
your state, in Maine, Missis-
sippi, or Alaska, or Japan, Eng-
land, Russia, or China. You
don't want your home just in the
local MLS; you want it going in-
ternational and on as many
websites as possible, including
those published in languages
you don't speak.

If your property is not favored by
factors one, two, and three, or if
your property is negatively im-
pacted by these factors AND
you have not compensated for
this by pricing your property ac-
cordingly (factor four), then fac-
tor five, advertising, will have no
impact.

In other words, if economic con-
ditions are poor, your location is
not in demand, your house that

was built in 1978 is perfectly in
vogue for a disco party today,
and you are priced at the top of
the market, you could pay a mil-
lion dollars for a display ad on
Google's home page and still
never sell your home.

Advertising only works if factors
2, 3 & 4 are properly aligned for
the marketplace (factor 1), or
the first three factors are fully
adjusted for within the asking
price, factor four.

If you really want your home to
sell for its maximum price, you
and no one else are responsible
for dealing with the factors that
cause a home to sell. And
again, the major factor that you
as a home seller have control
over is factor three. You should
understand all six factors that
cause a home to sell, and pre-
pare your home for sale before
you actually place it on the mar-
ket. Your best chances of a sale
come early on, be ready from
day one.

Don't be fooled, this final factor
makes or breaks many sales.
As difficult as it is to get some-
body to sign on the bottom line
of the

, it is even harder to get
him or her to closing.

There are emotions involved in
negotiations of pricing, inclu-
sions, timing issues; and then
there are major contingencies to
overcome such as inspections,
appraisals, and loan approvals,
any of which can kill your deal.
Here it is helpful to have an ex-
perienced third party, such as a
broker, working to oversee the
negotiations, contract dates,

and contingencies.

The greatest changes in the
real estate industry have come
from the dissemination of infor-
mation about the properties into
the marketplace. The open in-
formation and knowledge avail-
able in the marketplace has
empowered both home sellers
and home buyers. The greatest
changes yet to come in making
a home sell in the future will
also be from the dissemination
of information about properties
into the marketplace, all via the
internet.

How information about homes
for sale is disseminated into the
marketplace will completely re-
shape the entire industry in just
a few short years, and save you
a lot of money in the process.

If you were to jump ahead five
years from now to view how real
estate is marketed and how real
estate services are provided,
you would be utterly amazed at
the effectiveness and efficiency
of the system compared to right
now, and you would be as-
tounded how inexpensive it will
be.

As the real estate marketplace
evolves, be sure to take advan-
tage of the wonderful informa-
tion available to you, and also
take advantage of how new
business models in real estate
can save you substantial time
and money, and simply do a
better job of helping you to sell
your home.

The future of real estate is com-
ing faster than you might imag-



ine, but it's not quite here today.
So how do you most effectively
market your home and save a
bunch of money in the interim?

First, understand that of the 2.6
million brokers licensed nation-
ally, or the 50,000 or so here in
Colorado, very few are true pro-
fessional marketing experts.
Brokers are trained to show
houses, fill out contracts, and
negotiate deals. So make sure
you are hiring somebody with
outstanding skills in marketing,
and who uses effective, cost ef-
ficient internet advertising tech-
niques. Demand the best
internet exposure possible.

Secondly, pay only for what
your marketing professional or
real estate broker actually does.

Think back to the six factors that
make a home sell. No one in-
volved in a home sale has any
control over economic condi-
tions, the most influential factor
in making your home sell. Your
home’s location is now set and
you cannot change that. As a
home seller you are in complete
control of the condition of the
home, but you really should
consult with a marketing expert
on how you can use that to your
advantage in the marketplace.
In reality the buyers, as guided
by factor one, economic condi-
tions, set the sale price of your
home.

Focus on what you can control
as a home seller. Hire the best
marketing professional you can
for factor three, listen to their
advice, and let them profession-
ally design an advertising cam-
paign for you in factor five.

Get a skilled broker for factor
six. Can they be the same per-

son managing your marketing
research and advertising?
Sure, if they are truly skilled at
both marketing and real estate
sales. If not, don't pay the same
person to do both: you wouldn’t
pay your plumber to do your
brain surgery; on the other
hand, don't expect your surgeon
to design a plumbing system in
your home to meet building
code; you'll end up needing a
really big plunger.

Nobody involved in a home sale
has any real control over eco-
nomic conditions, the most in-
fluential factor causing a home
to sell. You, the seller, cannot
now change the location of your
home, but do have complete
control over your home’s condi-
tion (including

), and you have con-
trol over the asking price of your
home.

Hire someone skilled in market-
ing to guide you before you ever
place your home on the market.
Have your home placed in as
many locations on the internet
as possible, get a cool looking,
attention grabbing sign, and
place your home in the realtor
MLS. This short list of market-
ing and advertising tactics di-
rectly above are

Finally, watch the
negotiations and contingency
management closely. Think
business-like, and don’t let
emotions crash your deal.

Note to changes: this paper
was originally written in late
2006. It has been most recently
updated for this 2009 publica-

tion. Market factors and the im-
pact the internet is making on
the real estate industry continue
to evolve. How you market your
home must perpetually evolve
also.



