
I’ve been reflecting on apprais-

als lately, and I’m not alone—

almost everyone who sells real

estate is having appraisal

issues. Why? Because apprais-

als are based on closed sales,

appraisers are evaluating the

present value based on the past

value. If we’re in a declining

market, appraisals will be close

to the price that the buyer and

seller agree on. It’s when we are

in a fairly normal or increasing

market that we have the issues

that many of us face today. You

might see this as good news

since it could be an indication

that the market is normalizing or

increasing. From the appraiser’s

view it just looks like available

comparables can’t justify

increasing sales prices.

There is general acceptance of

the notion (believed by many

appraisers) that appraisal is a

science, not an art (even though

you’ll get as many different

valuations as you have apprais-

ers on the same property.)

Many buyers believe this as

well. But consider this scenario:

There is a 2-bedroom, 1.5-bath

house in good condition in a

nice neighborhood in a small

community within Los Angeles.

It has a guest house for which

no permit can be found, nor can

a permit be found for the half

bath. So for appraisal purposes,

this is a 2-bedroom, 1-bath

house. Because very few

properties like this sell in any 3-

month period, the only sales

comparables that fit this size

house are distress sales in poor

condition that sold in the range

of $350,000 to $450,000. Six

months ago, there were a few

comparables that sold for

$480,000 to $520,000. An

appraiser brought in a value of

$440,000. Why? Because the

“good” comps were too old and

the more recent comps were all

low, so to his mind that meant

that the current value was lower.

Here are some questions for

you:

Had this appraiser seen all the

properties that he used for his

research? No, because in the

current appraisal business these

appraisers are working all over

Southern California. The

likelihood that they have ever

been inside the comparables

they use is slim.

Did he talk to the Realtors who

actually did see the properties?

Very few appraisers bother to

do that.

In my 22 years practicing the

profession of real estate, I have

never left one company to go to

another. I have worked in

companies that were merged or

sold, but I have never left by my

own decision. Until now.

What’s important to know is

that I didn’t leave Coldwell

Banker because I didn’t like it or

was unhappy. CB is a great

company and offers many

opportunities to its agents to

grow and prosper. It’s also safe

to belong to a large national

corporation. If you work at

Coldwell Banker, its long history

and good reputation cloak you

in respectability. If you work for

such a well-known and re-

spected company there is a

certain level of professionalism

that is automatically conferred

upon you in many consumers’

minds. To leave all that was a

big step.

Real estate is a schizophrenic

business: it’s very competitive

and yet we have to cooperate

with each other. A client

naturally wants to work with the

best professional they can, but

how do they determine who that

is? That’s why many of us have

focused on being number one in

our marketplace, working for a

company that has the most

market share, winning the most

awards, etc., so we can assure

our clients that we are good

enough to earn their business.

But there is much more to doing

a good job than working in a big

company, winning awards and

doing a lot of deals.

I have worked with agents from

other companies and seen what

they do. I’ve gone to many

professional training events

with excellent teachers. I’ve

networked with other Realtors

all over the country as part of

our various professional

organizations. In the last several

years, I’ve coached and trained

with a group that has attained

the level of a virtual office

although we are scattered all

over Southern California. We’ve

often commented how great it

would be to work with each

other in a physical office—to

work in an office of like-minded

professionals. For me, Teles

Properties offered the potential

for this, plus it’s a small

boutique company that is

focused on what I care about:

providing its agents with

research, technology, and

marketing. It’s small enough (so

far) that I know all the owners,

and they know me, but that’s

just a nice extra.

What’s in this for my clients? A

fresh approach. A simple,

elegant look. A chance to work

with a company that focuses on
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a deep understanding of the

market, on the art and practice of

real estate, and on where to

position the client’s needs and

desires to obtain the best result.

A company that puts agents in a

room together every week to

learn more, to share ideas on

how to price and market a

property for sale and how to

obtain and negotiate the best

possible deal for the client. This

is a company that shares its

knowledge and encourages its

agents to share theirs so we all

get better—a truly cooperative

and collegial environment.

These are tumultuous times in

the real estate world. Making a

successful business in the

shadow of one of the biggest

economic downturns in US

history is a real challenge. Teles

Properties began in 2007 and

has grown from 1 to 4 offices

through these chaotic years. I

think that’s quite an accom-

plishment. This company chose

to strike out in a fresh, new

direction and it is working.

That’s what attracted me to it.

Once in a while, everything

comes together and the sale of a

home exceeds everyone’s

expectations.  How does this

happen?  Is there a formula that

can be used to at least maximize

the odds?

Some necessary components:

    - A great house -- good bones,

proper updates, a private, idyllic

setting, a very livable floor plan,

a prestigious location in the

area.

    - A seller who knows how to

prepare his home for sale, how

to present the property during

the showing phase of the sale,

and, of course, how to choose a

Realtor who will work with him

to strategize the best plan to sell

the house for the most money in

the least amount of time and

with a minimum of hassle.

    - A Realtor with the market

and real estate knowledge to

conceive and execute the plan.

    - A team of dedicated people

to carry out the plan. This team

includes the seller’s willing

family, neighbors, and

competent professionals

(Realtor’s staff, photographer,

escrow and title companies, etc.)

to execute the marketing and

sale.

When I first met my

success story

sellers in February,

2011, the highest

sales in Eagle Rock

in the past few

months had been

$749,000 for a much

larger house and

$675,000 for a house

that was a

foreclosure but was

bigger and a popular

Mediterranean style.

The house at 2030

Estes was unlike

any other house

that had sold in the

area in years, so

how were we to arrive at the

probable sales price?

The sellers were hoping for

more than $750,000 and I truly

believed it should sell for much

more. But how to get such a

number when sales

comparables were so low?

Even if we found people willing

to pay our price, it would never

appraise for that value in the

current conservative lending

environment.

Out-of-the-box thinking was

required. If the house sold for a

price that wouldn’t appraise,

we simply would insist that in

order to be considered, an offer

had to remove any appraisal

contingency. We listed the

property for $749,000, the same

as the highest sale in the past

few months.

Preparing the house for sale

included planning how to deal

with the seller’s family which

included a dedicated and

fabulous wife, two young boys,

a dog, and a lot of personal

stuff. After packing up or

selling much of the stuff, the

wife packed up the boys and

took them away for the 8 days

we were on the market. For

every showing or open house,

the dog went to the neighbors.

More neighbors were enlisted

to move their vehicles that had

been parked on the street. The

house looked like a Dwell

magazine cover story for all

showings.

We had five open houses in

eight days including brokers’

open houses and a twilight

open house. By the ninth day,

we had 15 offers, 14 of which

had no appraisal contingency.

By the time counter offers came

back, we had three offers over

$900,000! The highest offer was

for cash, closing in 10 days.

Long intense story short, we

closed 11 days later for

$925,000, as-is, no repairs or

termite work to be done.

As I said, this was an ideal

situation:  great house, great

sellers, great team altogether.

It’s rare to have it all. But isn’t it

good to know that a house can

sell with multiple offers way

over the last highest sales price

in this uncertain market?
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Did he listen to the listing agent

who met him at the property

with comparables? No, because

he thinks that appraisers know

more than Realtors who are just

trying to make a sale. He pretty

much said that.

Why all of a sudden did we

have such low comparables?

Did the values drop? Again,

very few properties of a given

size sell in this zip code. By

chance, the only three of that

size and configuration that sold

in the previous 90 days were

short sales and foreclosures.

The consequence is that regular

sellers who own 2-bedroom 1-

bath houses are reluctant to sell

because the only comparables

that appraisers are willing to use

are so low. It’s a vicious cycle.

One almost feels that that is

what some of these appraisers

and lenders want to see happen,

because it is less risky for prices

to be low.

When prices drop, regular

sellers either don’t need or want

to sell or can’t because they

now owe more than the prop-

erty is worth. They can’t

refinance into a lower interest

rate for the same reason. In

2005-2007, if you lost your job

you might be able to use your

equity line of credit to get by for

a month or two. Or you could

sell for a profit, move to a less

expensive home and rent for

awhile until you got on your

feet. Today more people are

stuck with too much debt and

nowhere to turn. For many of

these people, it is the same debt

they were totally fine with in

2006, but their circumstances

have changed. Now their only

option is either foreclosure or

short sale. And there you have

more lower prices.

But let’s go back to the pure

appraisal question. How do you

evaluate a property? Wikipedia

says: “Real estate appraisal,  is

the practice of developing an

opinion of the value of real

property, usually its Market

Value. The need for appraisals

arises from the heterogeneous

nature of property as an

investment class: no two

properties are identical, and all

properties differ from each other

in their location -- which is one

of the most important determi-

nants of their value.”

In residential real estate, market

value is usually defined as the

price that a willing buyer and a

willing seller agree upon subject

to appraisal if a loan is neces-

sary. If everyone paid cash for

property, the situation in real

estate today would be much

different. We wouldn’t have

had the bubble and the

resulting crash, for one thing,

since they were both caused by

unsafe and unsound lending

practices.

Market value is a concept

distinct from market price,

which is “the price at which one

can transact”, while market

value is “the true underlying

value” according to theoretical

standards. The concept is most

commonly invoked in inefficient

markets or disequilibrium

situations where prevailing

market prices are not reflective

of true underlying market value.

This is the crux of the matter:

the prevailing market prices are

not reflective of true underlying

market value.

In San Marino, prices have not

dropped. Why? Because most

homes there are owned

outright. The same is true in

parts of Arcadia. Distress sales

drive prices down. If no one is in

distress, the price doesn’t go

down. Why not, when the entire

country has been in a housing

depression? Because if you

aren’t in distress and you can’t

get the price you want, you just

don’t sell.

What I am seeing with all the

HVCC (Home Valuation Code of

Conduct) and other strange

rules pretending to establish

reasonable rules for evaluating

properties is that appraisers are

all looking at market prices and

defining them as value. If a

buyer believes that a house is

worth, say, $500,000, because it

has all the amenities he feels he

should find in a house at that

price, why should an appraiser

be able to declare that the actual

value is only $350,000 because

that is what a house of similar

size sold for down the street?

So what does a good appraiser

do?

What does a good Realtor do?

What is the relationship like

between a good appraiser and a

good Realtor?

We’ll answer these questions in

the next issue... stay tuned!

Case-Shiller Index Double Dips - Big Deal!
Data released this morning by

Standard & Poor’s show that

the S&P/Case-Shiller national

home price index declined by

4.2 percent in the first quarter

of 2011, after having fallen 3.6

percent in the fourth quarter of

2010. The national reading hit

a new recession low with the

first quarter’s data and posted

an annual decline of 5.1

percent versus the first quarter

of 2010. Nationally, home

prices are back to their mid-

2002 levels.

…From DSNews.com, your

Daily Dose of Default Servicing

News, May 31, 2011.

My response is, so what? What

does this have to do with your

home? What does this have to

do with, say, the sale at 2030

Estes Rd in Eagle Rock (closed

April 21, the highest sale in

Eagle Rock since September,

2009, for $176,000 over asking)?

In the first place, this is first-

quarter news and we have

moved on (and up) from there.

In the second place, once again,

we have to note that national

home prices have little to do

with local home prices.

So why should we care at all

about this depressing news?

Because the common, everyday,

not-in-distress, regular, home-

owner who wants to move is

influenced to wait.

For what?  For prices to “get

better.” For the market to

“improve.”

I posit that by waiting,

homeowners are creating the

very problem they seek to

avoid. The fewer “regular” sales

there are, the more weight is

given to “distress” sales, which

often sell for a significant

discount off market price, which

lowers the average sales price,

which lowers the comparables

that appraisers use to value a

home sale, and so on in a self-

fulfilling prophesy downward

spiral.

We had 15 offers on 2030 Estes.

That means that 14 buyers did

not buy a home and went

looking for others. Other

“regular” sellers missed a bet by

not coming on the market right

after that. But it’s not too late!

Some of those buyers are still

out there looking (I know, I’ve

seen them at other open

houses). Plus there are buyers

looking in different price ranges

for other kinds of homes. Many

buyers know that this is an

amazing time to buy. They will

pay fair prices for good homes.

If you own a home and want to

sell it, consider doing it now.

Make your own good news and

thumb your nose at DSNews

and Case-Shiller!
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Active:

2611 Oneida Street, Pasadena. $599,000. Midcentury home with 2 bedrooms, 1 bath, plus huge family room. (S)

In Escrow:

3949 Dobinson Street, East Los Angeles. $239,900.  Remodeled home 3 bedrooms, 2 baths and views across LA. (B)

1451 Buena Vista Street, Burbank. $389,900. Charming 3 bedroom, 3 bath remodeled home. (B)

4928 Onteora Way, Eagle Rock. $849,900. New construction, contemporary style with western views, 3 bedrooms, 5 baths. (S)

5126 Ellenwood Drive, Eagle Rock. $725,000. 1915 Craftsman bungalow with 3 bedrooms, 2 baths, original details plus a pool. (S)

2374 Yosemite Drive, Eagle Rock. $349,000. Duplex, short sale. (B)

Sold (since publication of the last issue):

5312 Sierra Villa Drive, Eagle Rock. LP$479,000/ SP $462,500.  Craftsman cottage with 2 bedrooms, 1 bath, full attic and guest house. (S)

1857 Hanscom Drive, South Pasadena.  LP$799,000/ SP $740,000. Hillside contemporary with tons of space & excellent school district. (S)

1051 Dexter Street, Highland Park. LP$349,000/SP $371,000. Craftsman cottage with fantastic views and bonus space. Short sale. (S)

2030 Estes Road, Eagle Rock. LP$749,000/SP $925,000. Midcentury modern north of Hill Drive with 3 bedrooms, 3 baths, and a pool. (S)

3175 Larga Avenue, Atwater. $499,000. Charming Spanish 1930 duplex. (B)

725 North Avenue 63, Garvanza. LP$399,900/SP$425,000.  Updated Craftsman cottage with 3 bedrooms, 2 baths and lots of charm. (S)

(B) I represented Buyer

(S)  I represented Seller

www.TracyKing.com
Teles Properties, 210 S. Orange Grove Blvd., Pasadena, CA  91105 626.827.9795 www.LADigs.com

My Recent Activity          See www.TracyKing.com for details and latest updates.

Councilmember Jose Huizar, in partnership with the Eagle Rock Chamber of Commerce and Eagle

Rock Recreation Center, invites you to the 2nd Annual Concert in the Park & Fireworks Show.

This Eagle Rock Centennial Celebration features musical entertainment, face painting, a moon

bounce, community booths, and a fireworks show. The fireworks begin at 8:45pm. For more infor-

mation, please call 323-254-5295.

2nd Annual Concert In the Park & Fireworks Show

Sunday, July 3rd, 2011

4:00pm – 9:30pm


