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                 “Do something today that improves your tomorrow!



First Time Home Seller Strategy

By Michael F. White
Many mortgage and real estate professionals work with first time home buyers. They are a very important part of the market and a very profitable area of business. Given the current market conditions with low listed inventory levels, we need to have a process by which mortgage professionals and Realtors® can work together to provide the inventory needed to supply the market demand.

Seems like just yesterday that everyone was concerned with short sales and foreclosure business; while that business is still very active, it is becoming a smaller part of total sales. More properties are being sold the more traditional seller to buyer way. In fact, home listing inventories are down by more than 30% year over year in most parts of the country. Many once hard hit areas are starting to rebound from large inventory numbers to seeing strong demand for properly priced homes. Many Realtors® have been aware of properly priced homes quickly leaving the market and dealing with multiple offers. Some properties are selling for more than the listing price in just days.

Mortgage professionals that want to work with Realtors® need to be aware that this relationship isn’t just about asking for business or promising great service. In fact, great service is a requirement if you want to keep your Realtor® referral partners. Today’s mortgage professionals need to be engaged with their Realtor® partners in helping establish opportunities for each other. You can’t focus just on the buyer’s side of the equation any longer. Mortgage professionals need to be engaged in working to generate listing opportunities with their Realtor® referral partners to get involved earlier in the entire process.

There are a few reasons to do this. First is that it makes great sense to help your Realtor® generate a new listing so there is a property that can be sold that you can do a loan for. Second, with most home sellers intending to buy another home, you have an opportunity to establish a relationship with that seller and be in a position to do a loan for them when they buy their next house. Third, by helping with the entire process, you open yourself up to building new relationships with potential clients as well as new referral partner opportunities.

There are many ways in which to support the activities that generate new listing opportunities. The one I wish to share today is my “First Time Home Seller Strategy®”. What we are going to do here is combining parts of a traditional first time home sellers program, with elements of the “Help Us Pick Your New Neighbor Strategy®”, and the “Forever Home Strategy®”.

Realtors® have been faced with declining inventories and homes that are selling quickly and with multiple offers. The reality is there really isn’t declining inventory, just declining listed inventory. Nobody has bulldozed down 30% of the homes in the marketplace, unless you live in Detroit. So while listed home numbers have declined, the number of opportunities to list property for sale has done nothing but go up! The primary reason people haven’t listed their homes for sale is because either nobody asked them, or shared with them why now is the time they should. This is a plan to do just that.

Working with your Realtor® referral partner, you need to locate the neighborhoods where typical first-time home buyers would be buying. All the 2/1 and 3/1 homes generally thought to be “starter homes”.

Once we have located those properties and compiled a list, we need to come up with an idea of what the current value of these homes are, and an idea of what price range a likely “trade-up” home would be selling for.

Now we just need to do some simple calculations to determine the monthly payment of our new property given the approximate sales price, down payment, and other related expenses of the new home. It is likely that given some home appreciation, and the fact that people are likely to have mortgages in the 5% or higher range, the difference between the old property and the new property payments may not be all that significant. Often, the payment difference will pale in comparison to the VALUE of having a larger home, an additional bedroom, another bathroom, or improved location.

The action steps are simple. Here is a quick overview of the process:

1) Locate a Realtor® and offer the opportunity to commit one half day per week for four months to gain five new listings or more.

2) Work with that Realtor® to find neighborhoods that contain the likely starter homes and the current, as well as past values.

3) Have the Realtor® determine likely “trade-up” properties that are currently listed so we have real physical homes to show and actual numbers we can use to compare.

4) Knowing what the target properties are, it is time for the mortgage professional to do the math. Work up the likely scenarios on the buy side at a number of different LTV’s.

5) Using public records and MLS information, find homes that have sold in less than thirty days and/or had multiple offers.

6) Determine “likely” current situations where people have owned their home for more than five years.

7) Prepare “target list” of neighborhoods to communicate with.

8) Create marketing piece. Should be at least a finance guide showing the “trade-up” home and the financing options as prepared by the mortgage professional. Be sure to focus on the MONTHLY PAYMENT!

9) Select a morning or afternoon to meet in the target market and begin knocking on doors, sharing information, and leaving an impression that now is the time to move into their “Forever Home” or refinance the one they have.

10) Schedule new neighborhoods each week and repeat.

The power is in the math. People respond to value. People aren’t listing and selling because they don’t know they are supposed to be doing so. For years the media has talked about the bad housing market. Every week it seems some “financial expert” comes on TV or writes an article telling people they can’t get a mortgage, or you need 20% down payment, or banks aren’t lending. All hogwash!

Loan professionals need to just look at the math. Here are some things to look at:

1) If someone bought a 3/1 home more than five years ago in your market, what would the likely price have been?

2) If they used an FHA, VA, or conventional loan, what would the likely loan size and interest rate have been?

3) Calculate a likely monthly payment.

4) Find the pain! Would they benefit from an additional bedroom, bathroom, or location?

5) Locate the solution home and calculate monthly payment using worst-case scenarios. (Down payment, MI, etc.)

6) Look at the difference between the two.

Your market will show you the value. It isn’t just about saving money as much as the value the customer feels they receive for the dollars paid. If you can move a family into a larger home or into one that has more bedrooms or bathrooms, the value can far exceed the monthly payment. Even in cases where the payment may be more. Situations where we may have to bring money to the table, endure PMI, or extend the length of the loan by a number of years; to that family, it is all worth it to improve the quality of life and make a meaningful trade.

In some cases where loan rates were much higher or where the difference in price isn’t as severe, you may even see that moving could be cheaper for them. In most situations it won’t, but it could. The point is, it isn’t always about saving money. It is about what they are spending their money on and the value they place on the specific outcome.

So we have to commit to a plan. One half day each week for the next four or five months to look at our area, locate the opportunities, and get out and talk to the people. I don’t want you to mail them. I don’t want you to email them. I don’t want you to call them. I want you to go out and knock on the doors and talk to the people! If they aren’t home, you can leave some information for them, but the power is in the personal contact and sharing the opportunity. Forty or fifty houses each time you go out should be the minimum.

We are approaching the spring buying season and many deals won’t get done that could have been done because people didn’t know they could or should! Don’t miss this opportunity to do more business while helping your Realtor® referral partner find more listings and sell more houses!

It is beyond reason that if you and your Realtor® make this case to forty or fifty people each week, you could find just one family a month that would find the value in the plan and move along. If you could help your Realtor® referral partner engage in ten or more transaction in the next four to five months, how well would that help your business?

The only reason there is a lack of listed inventory is because we aren’t speaking to enough people and sharing the opportunity to move out and move up while prices are low and interest rates are great. A year or two down the road, prices will be higher, and so will the rates on the loans needed to buy!
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