
Then, in 2006, interest rates began to 
rise.  The increase to 6% and then 6.5% 

was—in fact—pretty modest compared 
with the 8%-9% rates of the ‘90s — but 
prices were not!  All those buyers who were 
in the market because of the “historically 
low” rates, started disappearing once those 
rates started to rise and prices did not go 
down.  
 

At the same time, sellers who had not yet 
taken advantage of the incredibly high price 
levels, decided to plunge in and put their 
homes on the market. 
   

Suddenly there was more than 
enough inventory!  And, since many  
buyers had “opted out” of the market, those 
who were still looking found that, with so 
much inventory, they had more choices 
and could be very selective. 

So, by mid-2006— while we had “average 
to low” interest rates and a fairly “normal” 
number of buyers, we had excessive levels 
of inventory at most price points.  

� � �� � � �� 	�
 � � � � �� �����
 � � � 	�� � � � �

� � � � � � � � � � �� � � � � � � � � � �� � � � � � � � � � �� � � � � � � � � � � 	 
 �	 
 �	 
 �	 
 � � �� �� �� � � � � � � � � � �� � � � � � � � �� � � � � � � � �� � � � � � � � �
� 	 
 � � �� 	 
 � � �� 	 
 � � �� 	 
 � � � � 
 � � � � � � � � � � � 	 �� 
 � � � � � � � � � � � 	 �� 
 � � � � � � � � � � � 	 �� 
 � � � � � � � � � � � 	 � ����

TERI  in the  MARKET 
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Let’s start with the fact that 1st time    
buyers drive the market.  If there are no 
first–time buyers, those with “starter” 
homes to sell can’t move up, and so on.   

A few years ago, a couple of factors    
collided, producing an amazing number 
of 1st time buyers: 

·  Historically low interest rates, and 

·  Some very affordable new “1st 
time buyer” financing programs  

1st time buyers who ordinarily would not 
have been “in the market” at that point, 
came out in droves! 

This unexpected “demand” was met with 
“normal” levels of inventory—insufficient  
to meet the heated demand! 

So, we had 3, 4 and even 5 buyers for 
every house, resulting in multiple bids— 
which drove up prices to staggering  
levels.   

Investors and builders also entered the   
market in record numbers, further adding 
to the frenzy. 

It was a wonderful time for sellers, and 
for1st time buyers who were excited to 
realize they could afford to own, after all! 
 

Supply & Demand  RULES! 

Some sellers—who recognized that when-
ever there’s a lot of anything, and compara-
tively fewer “takers,” prices have to drop— 
acted accordingly and successfully sold 
their homes.    
  

 TODAY 

Despite all the “press,” we finished 2006 
on an upswing — and that trend seems 
to be holding.  The prime indicators —     
number of sales, number of buyers, inven-
tory levels, and the overall economy — all 
suggest that the trend is positive for a 
“normalized” healthy real estate market, 
especially since interest rates seem to 
have stabilized at a relatively low level!   
 

SO... HOW DO I PRICE MY HOME  

IN  � � � � � �� � � � � �� � � � � �� � � � � �MARKET? 
 

The “normal” factors are once again at 
play — location, age, size, condition, 
amenities (discussed in detail in my earlier 
2007 Newsletters), but one that still       
remains key is Supply and  demand.    

Continued on reverse ...   
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I'll bring to the table my knowledge of the   
current inventoryÐ what is 

available and at what price, 
as well as what has   

recently sold in your 
market and at what 
price.   

 

Armed with this infor-
mation, you’ll have the 

tools to price your home 
so that it competes favorably 

in the market. 
 

 What About TIMING? 

While it's true there are usually more buyers 
looking at homes between March and June, it 
is also true that there are usually more houses 
to choose from at that time, too. So, supply 
and demand kicks in! 
 

And, while there may be fewer buyers in the 
fall, there are also fewer houses on the      
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SUPPLY AND DEMAND refers to YOU vs 
YOUR COMPETITIONÐhow many other homes 
of a similar size, style, age, condition, 
and quality are on the  market in your 
areaÐfor what priceÐand for how 
longÐversus the number of  
buyers. 

There are several ways to    
identify your ªcompetitionº. You 
could visit each of the homes on 
the market in your area to see how 
they compare. However, this would be 
pretty time-consuming. 
 
And, while you should visit a representative 
sampling of your competition, you still won't 
have the whole story since buyers look in many 
areas, not just yours.   
 

So Ð what SHOULD you do?  This is where you 
need the expertise of a Realtor®.   
 

A Realtor is, by far, the most efficient way to 
learn about your competition!  ASK ME to 
prepare a FREE Comparative Market Analysis 
(CMA) for you!  

market. Again, supply & demand rules! 

Fact is, a well-maintained home in an        
attractive neighborhood can be successfully  
marketed at nearly any time of the year,    
provided it's done by a trained professional. 
 

The KEY is to hire a Realtor�  who will       
actually “MARKET” your home — send 
out brochures and postcards, hold 
regular Open Houses, advertise on 
the Web and in local papers, network 
with other Realtors who have buyers 
and with Relocation staffs—not just 
“put it on the market”.   �  
 

HAVE QUESTIONS?   

CALL OR EMAIL ME  

   � � � 	 
 � � 	 � � � � �

tmalone@weichert.com 

There are 350+ mortgage programs Ð each is 
essentially a combination of one or more of 
these fourÐFixed Rate, Adjustable Rate,    
Interest Only (fixed or adjustable), and   
Negative  Amortization. 
 

FIXED RATE (e.g. 30 year 
fixed) means that for the 
life of your loan, you will 
pay the same interest 
rate.  Essentially, then, 
you will always know how 
much your monthly mortgage  pay-
ment is. This is an excellent choice if you've 
found your dream home and plan to be there for 
the next 15+ years. 
 

ADJUSTABLE RATE Ðe.g.. 5/1 ARM refers to 
a mortgage in which the interest rate will remain 
fixed for 5 years, and then adjust  each year 
based on a specific ªtarget rateº like the Prime 
Rate.  These loans usually have ªcapsº Ð that 
is, the number of percentage points the rate can 
be adjusted is ªcapped.º  If you have a 5/1 ARM 
with a 2% yearly CAP, you'll pay the same rate 
of interest for the first 5 years.  In each ensuing 
year your lender will raise or lower your interest 

rate up to 2% based on a target 
rate like the Prime Rate.  Hence, if 

the prime goes up 1.5%, so will your interest 
payment for that year. If it goes down, say 
1%, so will your mortgage interest rate for 
that year. 

 

        

 

INTEREST ONLY.   These come in a variety 
of flavors. The 30 Year Fixed Interest Only 
program, for instance, requires you to pay 
only the interest on the loan for the first  10 
years.  In year 11, your monthly payment 
would go up because it would now include 
both interest and principal. The exciting 
thing about this loan is that the rate is fixed 
when you sign the loan!  So even if rates go 
up steeply, yours won't.  And if rates come 
down, you can always refinance to secure a 
lower rate Ð fixed or adjustable.  Of course,  
there are also Adjustable Rate Interest Only  

loans, where the interest rate adjusts 
after a certain period.    
 

NEGATIVE AMORTIZATOIN.  These 
loans allow you to pay a smaller rate of 
interest each month than is actually 
calculated, adding the difference to the 
principal at the end of the year.  For 

instance, suppose you're paying 2% 
a year in interest, but the actual  

interest rate is 6%.  That additional 
4% is added to the principal at the 

end of the year.  These loans allow 
you to keep your monthly payment 
down, and you can ªpay downº that  
leftover interest if/when you get a bonus 
or other windfall. Otherwise, that left-
over interest is treated as principal and 
you'll be paying interest on the interest! 
 

A form of these loans is also used by 
seniors who wish to ªcash outº the   
equity in their home to increase their 
disposable assets.  Usually, no mort-
gage payment is made during the life of 
the borrower. Instead, when the       
borrower dies, the lender takes the 
property in payment for the loan �  
 

This is only a snapshot.  For full particulars, 
consult a mortgage representative. 
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Invite me in 
 and find out the 

fair market price 
for your home & 

specifically what I’ll 
do to market it    

These are general guidelines only. 

Alice Campbell,  Weichert of Westfield’s 
Gold  Services  Manager will make sure the    
program you select fits YOUR circumstances. 

Call  ALICE on 908-654-7777  today! 



 Need More Answers NOW?   
Call or email me today! 
Teri:  732-423-2792 (cell) 
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Nearly every Real Estate Contract has 
one or more contingencies Ð that is, 
provisions which, if not met, can cause 
the contract to fail. Essentially, these are 
items that the buyer or seller is relying 
on. The most common contingencies 
are: 

·  The Mortgage Contingency      
addresses the buyers' ability to   
secure funding for the purchase. 

 

·  Home Sale Cont i ngency           
addresses the buyers' need to sell 
their present property in order to 
purchase the new property.   

 

There are other provisions in a real    
estate contract which may be considered 
contingencies Ð like the home inspec-
tion provision”  which stipulates that if a 
home inspector Ð hired by the buyer to 
evaluate the property Ð finds problems 
regarding the structure, systems and/or 
environmental issues that the seller is 
unwilling to address, those inspection 
issues could also derail the contract.    

 

Furthermore, buyers and/or sellers 
sometimes add additional provisions 
to the contract.  For example, a buyer 
may want the seller to provide certain 
appliances not listed in the initial offering 
(e.g. refrigerator, washer, dryer).   If the 
buyers' Realtor adds this provision to the 
contract and the sellers sign it, the     
contract may fail if the sellers later     
decline to provide those appliances. 

�
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 Finally, the buyers’ and sellers’           
attorneys often add “contingencies”   
during the Attorney Review period.  For 
instance, the buyers' attorney may require 
that sellers furnish evidence that an aban-
doned in-ground oil tank has been legally 
decommissioned.  This, then, becomes a 
ªcontingencyºÐ that is, a provision which, if  
not met, may cause the contract to fail. 
 

On the next page, the two most common 
contingencies are discussed: The Mortgage   
Contingency and the Home Sale Contin-
gency.         First, though, a few words about 
Mortgage Pre-Approvals and Attorney 
Review. 
 

A Mortgage Pre-Approval assures the 
seller that the buyers' credit has been     
reviewed by a lender, and that lender is will-
ing to lend the buyer a specified amount of 
money to purchase the sellers' property.  
 

A valid offer (contract) should always be 
accompanied by a “Mortgage Pre-
Approval” from a well-reputed lender.  
This is not, however, a guarantee.   
 

The actual mortgage commitment usually 
has some requirements Ð for example,  that 
the property ªappraiseº at or above the sell-
ing price.  
 

Important Note: If the property 
does not appraise at sufficient 
value, the contract will fail— 
unless the buyers have  sufficient 
cash to make up the difference— 
and are willing to do so.   

While ATTORNEY REVIEW is not man-
dated in NJ, it is strongly recommended.   
The attorney review period usually lasts from 
3 days to a week or more.  During this period, 
either party can withdraw from the contract  
without giving a reason, and without penalty.    

 

This might happen if the buyer gets ªcold 
feetº or the sellers receive a better offer Ð or 
either party just has a change of mind.   In 
fact, in NJ, buyers and sellers have the 
right to cancel any contract involving 
more than $1,000 within 3 days of signing 
the contract!    
\ 

During attorney review, the attorneys may 
add or delete provisions the buyer or seller 
finds unacceptable. For instance, the sellers' 
attorney may seek to limit a sellers' responsi-
bility for repairs to a dollar amount that is  
unacceptable to the buyer. Or the buyers' 
attorney may add a provision unacceptable to 
the seller.  
 

So, until the Attorney Review is            
concluded, the contract is merely an offer 
and acceptance Ð not a binding contract.  
For that reason, a good Realtor will advise 
buyers not to apply for the mortgage or 
schedule the inspection (both of which the 
buyer pays for) until Attorney Review is     
concluded. 

Continued on reverse 

Also—MORTGAGE PRE-APPROVALS  
&   ATTORNEY REVIEW  



HAVE  MORE QUESTIONS? 

CALL Teri Malone            
732-423-2792 
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A few years ago, ªhome sale contingenciesº 
were generally unnecessary because nearly 
every house on the market sold very quickly. 
 

Today, the situation has changed. Buyers 
who have a property to sell often need to 
include a ªhome sale contingencyº in their 
offer on the home they wish to buy. 
 

Here’s how “Home Sale Contingencies”  
work:   Let's say you have your home on 
the market. It hasn't sold yet, but you find a 
home you'd like to purchase.  You have your 
Mortgage Pre-Approval (if not, I can arrange 
for that), and you're making a good offer for 
the home.  As your Realtor, I will note in 
the contract that the offer is “contingent” 
on the sale of your home. 

The sellers, if they accept the contract with 
this contingency, will usually 

·  Continue to show their home  

·  Give you, the prospective buyer, 24 
hours notice if they are presented with 
another offer that they'd be willing to 
accept Ð either because it has no 
ªhome sale contingencyº or because a 
higher price or better terms are offered. 

You then have the option of: 

·   Waiving the contingency Ð meaning 
you agree to purchase the property 
whether or not  you sell your home.  
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For one thing … to help   
with the aforementioned 
“ contingencies!”   

For most of us, our home is our most 
valuable investment.  So, when we’re 
ready to sell, we want to get the best 
price for it with the least inconvenience. 

This means, for one thing, we need to     
expose it to the greatest number of     
potential buyers — and do so in a way 
that does not expose us to danger or 
unnecessary inconvenience.   
 

Let’s say you’re selling your car —
would you park it on a side street with a 
“For Sale” sign on it?  Not if you wanted 
to get the best price for it …because the 
more people who see it, the more likely 

you’ll get the best price.  Same thing 
with your home.  

Unless it’s on Main Street, some   
buyers won’t even know it’s for sale!  
As a Weichert Realtor I’ll “put it on 
main street”—advertising it on the 
web and in newspapers, showcasing 
it at Open Houses, promoting it to 
neighbors, other realtors & Reloca-
tion specialists who have buyers. 

 

In addition, as your Realtor� � I’ll        
arrange private showings and be 
there to showcase your home to     
buyers —even when you aren’t.   

And, my buyers will be pre-approved 
for  financing, so I’ll be showing your 
home only to qualified  buyers. 

In short, by exposing your home 
to the greatest number of  quali-
fied  buyers, I’ll secure the best 
possible price and terms!   

And you won’t need to be 
chained to your home, or worry 
about opening your door to 
strangers!   �  
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The Mortgage Contingency is usually 
the first one the contract deals with.  It 
is designed to assure the seller that the 
buyer will Ð in good faith Ð 

·  Apply for the mortgage in a timely 
fashion, usually within 1 week of 
the conclusion of attorney review, 
and 

·  Provide a Mortgage Commitment 
from the lender by a specified date. 
The date is usually 30 days from 
the conclusion of attorney review. 
Ð or sooner if the scheduled clos-
ing date is less than 45 days away.   

 

The intent here is to make sure the 
buyer will have the necessary funds to 
close on time. 
 

And, while the seller has the right to  
cancel the contract if the buyer does not 
get the commitment on time,  usually, if 
cause of the delay is not the buyers' 
fault, the buyers' attorney will request 
(and usually get) an extension.  

 

If, however, the buyers did not act in 
good faith Ð that is, they did not 
apply for the mortgage, or refused 
the loan for some reason, the seller 
can cancel the contract and may be 
entitled to retain the deposit . 

Usually, this is only advisable if your 
property is already under contract,   
inspection issues regarding your home 
have been negotiated, and your buyers 
have already supplied their mortgage  
commitment.   

·  Or, you can terminate the contract with 
a refund of your deposit, thereby allow-
ing the sellers to proceed with another 
offer. 

It's important to note that sellers are much 
more attracted to offers that do NOT   
include a home sale contingency.  So, if 
you need this ªfailsafe,º you may want to 
ªsweetenº your offer with a higher offering 
price Ð reducing somewhat the probability 
the sellers will receive a better offer than 
yours and  want to cancel. �  

   

Dear Readers,Dear Readers,Dear Readers,Dear Readers,    
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SO I will suspend my newsletter        SO I  will suspend my newsletter        SO I  will suspend my newsletter        SO I  will suspend my newsletter        
until the fall.until the fall.until the fall.until the fall.    

Look for me to “reach out and touch Look for me to “reach out and touch Look for me to “reach out and touch Look for me to “reach out and touch 
you” again  in  September.  you” again  in  September.  you” again  in  September.  you” again  in  September.      

    

Meantime, Meantime, Meantime, Meantime, I ’ll be around, I ’ll be around, I ’ll be around, I ’ll be around, so call or so call or so call or so call or 
email me with your  questions and  email me with your  questions and  email me with your  questions and  email me with your  questions and  

comments… comments… comments… comments…     
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