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Amid uncertainty, housing market draws lowball bids

Fears of overpaying
have caused potential
buyers to approach
the table with offers
as low as $300,000
below asking price

CAROLYN
IRELAND

ousc hunters in the Toron-
H to arca seem apprchensive

that they might overpay
for a home in a lacklustre mar-
ket. Homeowners are hesitant to
scll now and risk missing out on
a bigger pavday if the market re-
bounds in the coming manths.

Patrick Rocca of Bosley Real
Estate Ltd. says the action has
been so unpredictable so far in
2018 that agents dont really
know what to expect for the sec-
ond half of the vear.

“Lveryone says we're heading
into the summer slowdown. I say
we never had the spring startup.”

The process of getting to a
signed agreement is more drawn
out than it has been in vears.

“Buyers, T think. are a iittle
scared.”

But after a cool spring, Mr.
Rocea is sceing glimmers of opli-
mism so far this month.

“Junc has been my busicst
month this vear”

The numbers also show that
sales in June scem to be making
up in part for the long-delayed
spring market.

John Pasalis, president of Real-
osophy Realty Inc., says sales in
the first two weeks of June
slipped 2.6 per cent compared
with the same period last vear.
New listings dropped 2 per cent
from Junc, 2017, he says, while
prices are flat.

Mr. Rocca has scen an increase
in the number of bargain hunters
who are watching for propertics
that don't scll on the night

Realfors are seeing an increase in the number of bargai
the night scheduled for reviewing offers and bid {.

scheduled for reviewing offers.
Then they lob an opening salvo
far below asking.

In the Leaside and Davisville
arcas in midrown Toronto, where
Mr. Rocea does most of his busi-
ness, he has dispensed with the
strategy of setting a low asking
price with a scheduled offer date.
He chooses asking prices that he
cstimates at fair market value
and. cven then, potential buyers
are approaching the table with
offers as muach as S3z0,000 be-

starting to scc stupid,
lowball offers a week in”

He points to one instance
where a house was listed with an
asking price of Si320-million.
Within a few dayvs, a potential
buyver offered Stoze-million. or
S270.000 below asking.

That tactic only serves to
make the sellers irate, he says,
and chokes off the possibility of a
negotintion.

Meanwhile, the buyers and
sellers who do come together to
ink a deal have to endure a more
gruclling process. Many offers
come in below asking. with con-
ditions attached.

“The deals are harder. Things
fall apart on financing. Banks arc
being sticklers,” Mr. Rocca says.

ar below asking

He recently sold onc house
above the Siz-million mark. The
sellers aceepted the only offer
they reccived, which was condi-
tional on financing. The buyer
backed out after the bank re-
fused to give him a mortgage for
the amount he was secking.

Scllers used to be able to count
on devclopers and renovators to
enter the fray of a bidding con-
test, but not any more, Mr. Rocca
says. Many are reluctant to buyv a
property in order to renovate or

rebuild  because  they  have
warched their previous projects
languish.

“Smart ones are all on the
sidelines right now and theye
scared”

The brighter start to June
comes after a dismal May, which
marked a five-vear low for Cana-
dian home sales, according to the
latest numbers from the Cana-
dian Real TIstate Assodiation
{CREA).

Sales were suppressed across
the country after the federal
banking regulator introduced a
“stress test” that makes it harder
for buvers seeking uninsured
morigages to qualify for financ-
ing. according to the industry as-
sociation.

Sales fell 6.2 per cent in May

n hunters who watch fo

from the same month in 2017,
CREA says. to mark a seven-vear
low for May. The national aver-
age sale price dipped by 6.4 per
cent in May from the same
month last yvear.

That activity stood 5.5 per cent
below the 1o-vear average for the
month of May, CREA says, adding
that sales were down from last
year in about 8o per cent of local
markets, with the Lower Main-
land of British Columbia and the
Greater Golden Horseshoce region
of Oniario suffering most.

Mortgage rates have also been
rising in 2018.

“This vear's new stress test be-
came cven more restrictive in
May since the interest rate used
to qualify mortgage applications
rose carly in the month,” savs
Gregory Klump. chief cconomist
at CREA. “Movanents in the
stress test interest rate are be
vond the control of policy mak-
crs. Further increases in the rate
could weigh on home sales activ-
ity at a time when Canadian cco-
nomic growth is facing hcad-
winds from US. trade policy fric-
tions.”

As an illustration of the recent
strength, Mr. Rocea says he sold
four propertics last week and
they all drew multiple offers. Of

thase, three sold above the ask-
ing price. That marks the first
time in two months he has sold a
property above asking with mul-
tiple offers, he says.

One property drew rival bids.
but still sold below asking.

Mr. Rocca is not sure why June
sales appear more brisk, but he
thinks the improving weather
might be putting buvers into a
better mood. A few people may
have also been waiting for the re-
sits of the Ontario provincial
clection, he adds.

Mr. Rocca says he had been ex-
pecting the spring market to pick
up more than it has. Agents had
been expecting March to be slug-
gish because so many holidays
fell into that month. Then the
school March break, Laster and
Passover all came and went. The
rush never came.

“We've been flat for a long
time”

Mr. Rocca knows potential
scllers who are thinking about
selling but a few have decided to
put off fisting until the fall.

“Some say it will pick up in the
fall. T don’t know where they're
getting that rationale”

Sull, he cautions scllers that
they can't expect the lofty prices
and dozens of bids that houses
were fetching in the first four
months of 2017. In Leaside and
Davisville, he is not setting an of-
fer date and he's blunt when he
tells  homeowncrs where he
would set the asking price.

“I'm very clear with people”

Looking ahead to July and Au-
gust, he’s not sure what will hap-
pen in the market. People arc al-
ready keeping an eyve on interest
rates so he doesn't expect any big
shocks there. He doesn't believe
that buvers in Canada are unsct-
tled by the political turmoil in
the United States or the uncer-
tainty surrounding a new North
Amcerican free-trade agreement.

“I think wire just going to
continuc 1o chug along. 1 don't
think thercs any more down-
side”

But he does have some advice
for people who hepe o buy: “Be
reasonable”




