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In this issue of Property News:
Å Silent Auction
Å Real Estate Lingo
Å The Quote Trap

Silent Auction

Silent auction saw the sale price of 71 Renwick St 
comfortably exceed the ownerõs expectations.

As a seller determined to achieve the 
highest possible price, the one thing that 
you should never do is let your interested 
buyers know what other offers you have 
received. Why? Because the focus for the 
interested buyers becomes outbidding 
the competition by $1,000 as opposed 
to focusing on the highest price they 
are willing and able to pay. As a seller 
determined to achieve top dollar, you 
want to know the highest price every 
buyer will pay for your property, not the 
highest bidder.

If you line all of your interested buyers 
up in front of each other and point a 
hammer at them (aka Public Auction), 
you end up with a series of $1,000 bids to 
close the sale out. But what happens if the 
þnal bidder is prepared to pay $50,000 
more than the second highest bidder? If 
bids are going up by $1,000 at a time, 
the seller loses $49,000 they could have 
had. This happens every Saturday across 
Sydney - sellers sell their homes for less 
than the buyer was prepared to pay for it.

It amounts to silent pain for the seller 
and silent gain for the buyer.

Competition
Negotiation experts (and card players) 

agree that you never let the other side 
know your position. During a hand of 
poker, have you ever seen a card player 
turn their cards up for the table to see 
and ask the competitors in the game for 

advice? As a property seller, why let the 
buyers see your cards? Agents often talk 
people into auction as a way of òcreating 
competitionó. What is often overlooked is 
that buyers are competing for the property, 
not the process of sale. Interested buyers 
will compete for the home regardless of 
the sale process.

Public auction bidding is not 
competitive ð it is comparative. When 
a bid of $1,000,000 is made at an 
auction, the next bid will be $1,005,000, 
or $1,010,000. It wonõt be $1,200,000. 

The buyers are watching the competition 
bid so they bid at comparative levels, not 
competitive.
Campaign

Public auction campaigns focus on 
maximising the number of interested 
buyers and setting a deadline for those 
buyers to act. This is what all agents 
should do regardless of the sale process 
though. Some may say that by having a 
public deadline, it pressures buyers.

Continued on page 3 ʹ

Never allow your interested buyers 
to know what other offers you 

have received.
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Dear Readers,
Welcome to the August edition 

of Property News. Our main article 
looks at the pros and cons of the 
auction system. Harris Partners have 
always felt that there is a superior 
sales process for home sellers than 
the public auction system. It is called 
silent auction. It still implements the 
many beneþts that a public auction 
does, but with one major difference.

Agents can quote a high price as 
a way of enticing prospective sellers 
to sign up with them. Sellers need to 
be aware that they are vulnerable to 
being told what they want to hear as 
opposed to the truth at the time of 
employing an agent. On page 4, we 
take a look at the òQuote Trapó that 
sellers can fall into.

We hope that the information in 
this months Property News is helpful. 
For further assistance on any 
of the articles, 
contact the 
team at Harris 
Par tners on  
02 9818 2133.

Best wishes,
Peter OõMalley

Real Estate Lingo

Below is a glossary of some puzzling industry terms, so you can limber up 
on the lingo before setting out to sell or buy.

APPRAISAL ð A real estate agentsõ professional opinion on the potential sale 
price of the property. Not to be confused with a valuation from a registered 
valuer.

BID ð Can either be a verbal or written non-binding offer to purchase; or a 
bid at an auction is an unconditional offer to purchase should the hammer 
fall in the bidders favour.

COMMISSION ð The amount paid to the Real Estate agent by the seller at 
the completion of the sale. This amount is usually expressed as a percentage 
of the selling price.

GAZUMPING - Where the vendor agrees to sell a property, but then sells it to 
another party on more favourable terms.

GAZUNDER ð When a purchaser makes an offer and then lowers the offer 
before contracts have been exchanged.

HAMMER PRICE ð The purchase price paid when land or goods are sold at 
auction.

LISTING ð A term commonly used by agents for obtaining an instruction to 
sell or lease real estate or the recording of properties as being available for 
sale.

PASSED IN ð If a property is not sold at auction because the ownerõs reserve 
price has not been reached, it is passed in.

RESERVE PRICE ð The vendorõs lowest acceptable price at the auction.

PRIVATE TREATY ð Where the property is for sale and has an asking price. 
Negotiations are conducted with interested buyers.

SILENT AUCTION ð All interested buyers submit their best and highest offer 
in a sealed envelope for the ownerõs consideration.

COOLING-OFF PERIOD ð Where purchaser and vendor agree on a price and 
exchange contracts. The cooling off period is 5 business days in favour of 
the purchaser. The property cannot be sold to another buyer in this period. If 
the purchase rescinds the contract for any reason, they forfeit 0.25% of the 
agreed purchase price to the vendor.

66W ð A solicitorõs certiþcate signed by the purchaserõs solicitor waiving the 
purchaserõs right to a cooling-off period under the contract. The property is 
unconditionally sold.

CLEARANCE RATE ð Usually refers to the auction clearance rate. Often used 
by the media as a good guide to the percentage of buyers that have met the 
sellers reserve price or better. 

Many believe Real Estate agents 
speak another language þlled 
with confusing industry jargon 

and unfamiliar terminology.
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That may be true in some cases. But 
it also pressures sellers to òmeet the 
marketó.  If not, they risk passing in at 
auction and being recorded in the Sunday 
paper as AUHB (Auction Highest Bid). That 
wonõt help the seller achieve top dollar 
either. So the deadline creates equal 
pressure on the buyers and the sellers. 
This scenario is orchestrated by the agent 
to ensure a sale gets made.  At a public 
auction, getting a sale on the day in front 
of the crowd is usually the agents priority 
over attaining the highest possible price 
every buyer is prepared to buy.
Silence is Golden

In Scotland, when they are ready to 
close out a real estate transaction, all 
the interested buyers submit their best, 
highest and þnal offer in a sealed envelope 
for the sellerõs consideration. Some call 
this a òsilent auctionó. In most, if not all 
cases, the owner sells the property to the 
party with the highest offer. The Scottish 
enjoy a quid. They know that if you let a  

$1 million buyer see that the next best 
offer you have is received 900,000, you 
will only get offered $910,000 from the 
buyer that was prepared to pay $1 million. 
How do you justify asking for the extra 
$90,000 then?

David Beauregard of Harris Partners 
explained to Property News how the sale 
of Dustyõs terrace in Balmain achieved 
the highest possible price using a silent 
auction.

òThe property generated enormous 
interest in a short period of time. It was 
decided to set a deadline on the interested 
buyers to ensure closure whilst the interest 
was high. The deadline was not advertised 
though, as this could have potentially 
pressured Dusty into an unnecessary 
position. We agreed to set the reserve at 
$2,000,000.ó

òAll 4 interested buyers submitted their 
best, highest and þnal offer prior to the 
deadline. They came in at $1,950,000, 
$2,050,000, $2,150,000 and $2,210,000 
respectively. Even though Dustyõs reserve 
was $2,000,000, a public auction would 
have sold the home for $2,155,000. This 
result would have delighted Dusty. But, by 
conducting a silent auction sale, they sold 
for an extra $55,000 above what a public 
auction would have achieved.ó

òMost of the marketing components 
in play for a public auction work equally 
well for a silent auction. It is the process 
of closure on the sale where the game is 
won or lost.ó

Buyers
David told us that most buyers are 

happy buying through silent auction for 2 
main reasons.

òAt a public auction, all the under 
bidders end up declaring their walk away 
price. There is nothing new or untoward 
in the buyer disclosing what their walk 
away price is going to be. We are simply 
saying that unlike a public auction, a silent 
auction wonõt sell a property to a buyer 
for $2,155,000 when they are prepared 
to pay $2,210,000.

òSecondly, research shows that buying 
at a public auction is a home buyerõs least 
preferred method of purchase. As public 
auction has demonstrated though, buyers 
will still try and buy a property that is right 
for them, even if the sale process isnõt to 
their preference.ó

David noted that low stock levels and 
high demand has meant that interested 
buyers tend to go along with the sale 
process outlined by the seller and agent.

By allowing buyers time, space, 
respect and privacy in a silent auction 
process, the sellers actually attract 
more buyers to the property. 

Continued from page 1 ʹ

David Beauregard

The silent auction achieved 
$55,000 more than what a public 

auction could have achieved.

Does it deliver sellers 
the best result?

The owners of this terrace in 
Lilyþeld made $21,000 by not 

using a public auction.




