Multiple Offers
Do You Want Them?
First, some background information...If we get to the basics, it is a supply and demand challenge. 12 years ago there were 1000+ houses on the market in Pike Township. This morning there is 122. The supply is about 10 percent of what it was 12
years ago. The demand, although not as strong as 12 years ago is still robust.
In real estate there is a simple guideline that we use to determine the market. Basically, when there is less than a 6 month
supply of available houses for sale on
the market, we consider that a sellers
market. If there are 7 or more months
available houses for sale on the market,
we consider that a buyers market. At
around 6 months of houses on the market, we consider that a neutral market.
Currently we have a little over a 1
month’s supply of houses for sale on
the market. We are definitely in a sellers
market. Because of this, sellers have
more control over the sale of their houses. They will get higher prices, better offers, less repair/fix requests and sell their
houses quicker.
Builders are having a hard time keeping up to the pace of buyers. They can not build
houses quick enough and inexpensive enough. Builders get premium prices.
This leads me into why multiple offers exist…
If your property is currently listed with a real estate broker, please disregard.
It is not our intention to solicit the offerings of other real estate brokers.

If you list your house on the market and it
is in good condition, desired location and
priced right, you could get more than one
offer the first day. (Multiple offers)

Back then, with traditional sales you
rarely got multiple offers. There were 10
times more houses on the market and it
was a buyers market.

My first experience with multiple offers
was with investor buyers and bank owned
properties 15 years ago. Banks would
price their owned properties very competitively and would receive more than one
offer in the first few hours. They would
notify all the buyers agents that they were
setting aside all offers and now requesting new highest and best offers. This
meant that the buyers now had to up their
offers if they wanted to stay ahead of the
competition. For the banks, it meant more
money for the property. For the investor
buyers it meant refiguring if they could
afford to raise their offers and still make
money flipping or renting the property.

Today we see a rise in multiple offers
because there are so few houses on the
market and still a lot of buyers. Buyers
are fighting for the best homes. Sometimes offering over list price to insure
they are the highest offer.
When sellers receive multiple offers,
they have several choices. They can accept one of the offers. They can reject all
of the offers. They can ask for highest
and best.

Maybe the seller accepted one of the
offers because they liked the price, liked
the contingencies, or a number of other
You would think this would be the end of things.
the process. Occasionally it was not.
Note: A contingency in a purchase
Lets say that there were 4 offers. One agreement usually refers to price, terms,
backed out of highest and best. Now closing date, inspections, earnest monthere are 3. 2 of the 3 were higher offers ey, etc.
and were identical. The bank would tell
the buyer agents that they were in round
2 of highest and best. The 2 buyers Maybe the seller rejected all offers bewould have to again give highest and cause the price and contingencies did
best offers hoping that one of the offers not suit them.
would be higher. That one would be the
winner of the bidding and property.
Maybe all offers were at list price and
contingencies were close to the same
Again, if the 2 offers were the same, then and the seller thought that they could do
it would go into round 3 highest and best. highest and best and get more money.

Once the seller decides on a offer, they Multiple offer can be very challenging.
can then counter, negotiating contingen- There a lot of factors to consider and can
cies.
be complicated and confusing. It helps if
the listing agent has been through it before and knows the ins and outs.
The highest and best was mainly about
price. Once that is established, the seller
may possibly negotiate other contingen- Here is the way I approach it; If I receive
cies. This could go back and forth sever- multiple offers on one of my listings, I do
al times between buyer and seller until a net sheet for each of the offers. A net
an agreement on contingencies has sheet shows all the expenses that my
been reached. During this process, if the seller would have and what the bottom
buyer or seller can’t agree, then one par- line is (walk away money). If my seller
ty may back out of the deal. If this hap- says that their motivation is to get the
pens, buyer may have to look for anoth- most money for their house, all they have
er house and the seller will have to look to do is pick the highest offer.
for another buyer.
If the multiple offers are all very close,
Sometimes when there are multiple of- then it may be time to ask for highest and
fers and the buyers are notified, some best.
buyers may back out. They don’t want to
be in the middle of a bidding war and
don’t want the price of their offer to go Also, another thing to consider is the contingencies. Cash offers are always moved
any higher.
to the top. They can close the fastest. Appraisals are not necessary and you are
Another factor to consider when in a bid- not waiting for the buyers lender to make
ding war is the appraisal of the property. decisions.
If there is going to be a mortgage on the
property, the lender requires an appraisIf offers require a mortgage, I like have a
al.
conversation with the loan officer. Although they are not going to give you any
An example - House lists for $100,000. personal information about the loan and
Seller gets 3 offers. One of the offers is buyer, you would be surprised as to what
for $110,000. That buyer is paying 3.5 they might say.
percent as down payment. That means
that house must appraise for $106,150.
The question is, will it? If it does not, Lastly, I would have a conversation with
buyer can back out of the deal OR buyer the buyers agent. This might give you
and seller must renegotiate the deal. and your seller some insight about the
buyer.
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